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Special  is  everywhere. 

All  around  you,  people  are  talking  about  innovation.  But 
the  real  question  is,  how  do  you  do  it?  Where  do  you 
begin?  Do  you  start  with  business  or  technology?  Or  both? 
Anyone  can  give  you  a  theory  or  a  presentation,  but  at 
IBM,  we  focus  on  innovation  that  matters,  because  we 
don't  just  advise,  we  execute.  Here  are  just  a  few  examples: 


Houses  that  make  doctor  calls. 

IBM  experts  are  working  with 
medical  technology  companies 
on  the  smart  home  -  it  will  read 
your  Plood  pressure,  test  your 
blood  sugar,  stay  in  touch  with  your 
doctor,  even  call  for  assistance  if 
necessary.  It  will  mean  a  new 
autonomy  for  an  entire  generation. 

Traffic  that  helps  the  environment. 

To  reduce  congestion  and  air 
pollutants,  the  Swedish  Road 
Administration  worked  with  IBM  on 
a  traffic  management  system  that 
automatically  charges  drivers  who 
come  into  Stockholm  during  peak 
hours.  Since  the  launch,  the  city 
has  seen  a  reduction  in  traffic  of  a 
massive  25%.  That  adds  up  to 
less  congestion  and  cleaner  air. 

Supercomputers  for  fun. 

IBM  and  our  clients  designed 
Power  Architecture™  technology. 
It's  behind  all  three  of  today's 


fastest,  most  popular  gaming 
systems.  Built  for  supercomputers, 
look  for  Power  to  transform 
everything  from  aerospace  to 
healthcare  to  consumer  electronics. 


Checkouts  that  can  see. 

One  of  the  biggest  problems  in 
the  grocery  business  is  checkout 
lines.  To  speed  them  up,  IBM  has 
developed  a  system  that  identifies 
fruit  and  vegetable  types  by  sight, 
and  feeds  the  information  to  the 
register,  which  weighs  them  and 
figures  total  cost.  So  long,  checkout 
lines.  Hello,  customer  loyalty. 


HOW  TO  GET  SPECIAL: 

Here  are  five  potential  "doorways"  to 
innovation  in  your  company.  Just  a  few 
of  the  real-world  places  to  start  thinking 
about  how  to  make  the  innovation 
rubber  hit  the  road. 

Consider  your  business  model. 

Has  your  market  changed?  Does 
your  technology  enable  new  areas 
for  growth,  new  opportunities?  IBM 
industry  experts  are  helping  clients 
identify  where  they  are  competitive  and 
where  they're  not,  then  align  business 
strategy  and  technology  for 
improved  performance  and  return. 

Examine  your  processes. 

Which  ones  run  smoothly?  Are 
some  outdated?  Do  they  speak  to 
one  another?  IBM  has  business 
process  expertise  across  industries 
and  within  disciplines  We  can  help 
make  sure  the  applications  that 
support  your  processes  integrate 
easily  across  your  company. 

Put  your  culture  to  the  test. 

Is  encouraging  innovation  in  your 
company  more  than  a  gesture7  IBM 
provides  practical,  concrete  steps  to 
creative  collaboration  and  decision 
making  (both  internally  and  among 
partners).  We  can  help  you  create  a 
more  open,  responsive  organization. 

Take  stock  of  your  products. 

Do  people  demand  your  products? 
Do  they  convert  their  friends  into 
users7  IBM  designers  and  engineers 
can  help  you  use  technology  to  solve 
business  problems,  and  even  help 
you  design  new  products. 

Re-evaluate  your  services. 

Could  you  respond  faster?  Plan 
better?  A  service  oriented  architecture 
can  help  integrate  data,  departments, 
people  and  processes.  The  result  is  a 
sense-and-respond  organization  that 
can  react  quickly  and  seamlessly  to 
customer  demands. 


WE  SPECIALIZE  IN 
MAKING  YOU  SPECIAL. 

IBM  and  our  partners  have  the 
experience,  the  scope,  the  unique 
blend  of  technology  and  business 
expertise  you  need  to  innovate. 
You  can  start  with  a  small  change. 
A  single  process.  Either  way,  start 
here,  ibm.com/innovation 


IBM,  On  Demand  Business,  What  Makes  You  Special,  Power  Architecture,  and  the  IBM  logo  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation 
in  the  United  States  and/or  other  countries  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2006  IBM  Corporation.  All  rights  reserved 


LUCKILY,  YOU  CAN  STAY  AS  LONG  AS  YOU  LIKE. 

We  apologize  if  you  have  trouble  getting  out  of  our  new  beds. 
With  crisp,  white  linens,  a  thicker  mattress,  and  plush  pillows,  they  are 
as  comfortable  as  beds  get.  Add  to  that  separate  living,  working, 
and  dining  areas,  free  high-speed  Internet,  hot  complimentary 
breakfasts  —  and  you  have  enough  good  reasons  to  stay  a  while. 

Residence  lnn?AII  suites.  With  all  the  comforts.SN 
IT'S  THE  MARRIOTT  WAY.SN 
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86  |  Doctors,  Lawyers  &  Thieves 

Millions  of  Americans  took  Redux  to  lose  weight. 
A  few  thousand  got  very  sick.  For  this  Wyeth  has  paid 
out  $22  billion — and  counting. 
By  Robert  Lenzner  and  Michael  Maiello 

42  |  Intel  to  AMD:  Drop  Dead 

Big  mistakes  and  a  small  but  scrappy  rival  have  humbled 
Intel.  But  the  fight  isn't  all  gone  from  the  chip  giant. 
By  David  Whelan 

44  |  Microsoft  and  Dinosaurs 

Longtime  Intel  partner  Microsoft  hopes  to  get  its  groove 
back  by  unleashing  "an  amazing  wave  of  innovation." 
A  Q&A  with  Chief  Executive  Steve  Ballmer. 
By  Daniel  Lyons 

54  |  Hot  Market  in  Pollution  Credits 

Trader  John  Massey  says  tighter  emissions  standards 
will  make  these  things  soar  in  price. 
By  Bernard  Condon 

94  I  Immigration  Meltdown 

With  12  million  illegals  in  America,  immigration 
policy  is  a  shambles.  Businesses  want  to  hire  more 
foreigners  and  can't  because  of  antiterrorist  laws. 
Is  there  a  way  out  of  the  mess?  ■ 
By  Michael  Maiello  and  Nicole  Ridgway 
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your  workers? 
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Breguet.  La  passion  laisse  des  traces. 

Wristwatch  Classique  in  18-carat  yellow  gold.  Self-winding  extra-thin  movement  engraved  by 
hand  with  perpetual  calendar.  Power-reserve  indicator.  Silvered  gold  dial,  hand-engraved  on  a 
rose  engine.  Sapphire  caseback.  Water-resistant 
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Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 

www.breguet.com 
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Forbes.com  Attache:  Your  stocks, 

industry  news,  sports  scores,  weather 
and  more.  All  on  your  desktop  all  the 
time— for  free. 

News  Alerts:  Sign  up  from  any 
article  on  Forbes.com  to  get 
immediate  e-mail  notification  of  new 
stories  of  interest  to  you.  Choose  by 
topic,  industry,  company  or  author. 

E-Mail  Newsletters:  Choose 

from  3 1  daily,  weekly  or  monthly 
collections  of  our  articles  by  topic  and 
author,  sent  by  e-mail.  New:  longtime 
FORBES  columnist  Ken  Fishers 
monthly  letter. 

RSS  Feeds:  More  than  50  RSS  feeds 
of  FORBES  stories  are  available  to  add 
to  your  newsreader. 

QUOTES  &  RESEARCH 

Prices,  charts,  news  and  data  for 
mutual  funds,  U.S.  equities  and 
non-U.S.  Forbes  2000  stocks.  Get 
FORBES  bull  and  bear  market  grades 
and  efficiency  ratings  on  thousands 
of  funds.  Track  your  investments  with 
our  real-time  Portfolio  Tracker. 

MORE  FOR  INVESTORS 

Stock  picks  and  pans  from  Street- 
walker, Guru  Picks,  Stock  of  the  Week, 
Stock  Focus  and  investment  gurus. 
Commentary  from  35  subscription 
and  5  free  investment  newslette 


FORBES.COM  VIDEO  NETWORK 

Spinning  Out  the  Humor 

Albert  Bozzo 

Actor  William  H.  Macy  talks  about  his  role,  taking  on  Big 
Tobacco,  in  the  film  version  of  ForbesLife  editor  Christo- 
pher Buckleys  irreverent  satire  on  Washington  lobbying, 
Thank  You  for  Smoking.  More  from  the  Forbes.com  Video 
Network  StreetTalk  with  Robert  Lenzner,  every  Thursday; 
SportsMoney  with  Michael  K.  Ozanian,  every  Friday. 

PERSONAL  FINANCE 

Today's  Stocks  to  Watch 

Peter  Kang 

Get  a  bead  on  the  days  stock  trading.  Eye  on  Stocks  is 
our  daily  look  at  the  U.S.  equities  likely  to  dominate  the 
markets  opening.  Available  directly  from  Forbes.com  or 
delivered  to  your  in-box  as  an  e-mail  alert. 


FORBESLIFE 

World's  Most 
Expensive  Cars 

Dan  Lienert 

Household  names  such  as  Porsche  and  Mercedes-Benz 
make  only  two  of  the  world's  ten  most  expensive 
automobiles.  In  the  new  edition  of  Forbes.com's  annual 
ranking  of  the  worlds  priciest  cars  you  will  find  boutique 
automakers  like  Pagani  and  Saleen,  whose  vehicles  make 
Ferraris  and  Aston  Martins  look  like  relative  bargains. 
Rare  and  at  rarified  prices,  all  ten  are  beautiful  in  daring, 
sometimes  avant-garde  ways  that  mainstream  cars  can't 
duplicate.  Their  top  speeds  set  records,  and  their 
technology  is  pioneering.  To  see  the  full  list  of  these 
exceptional  vehicles,  go  to  www.forbes.com/lifestyle. 
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Saleen  S7  Twin  Turbo:  750  horsepower,  0-60mph  in 

2.8  seconds,  $555,000. 
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There  are  no  maps  to  the  sweet  spot  of  the 
market.  But  we  know  a  heck  of  a  guide. 


MidCap  Spiders  let  you  own  the  market's  middle  with  just  one  trade. 

You've  built  a  portfolio  with  a  solid  blue  chip  foundation.  Now  you're  considering  more  diversification 
and  a  different  balance  of  upside  potential  and  risk. 


Meet  the  MidCap  SPDR:  A  smart  way  to  tap  the 
potential  of  the  sweet  spot  of  the  market.  With 
every  share,  this  exchange  traded  fund  (ETF) 
represents  the  entire  S&P  MidCap  400,®  middle 
market  companies  that  have  matured  to  achieve 
$1-4  billion  in  market  cap.  While  mid-cap  securities 
are  subject  to  greater  risk  than  large-caps,  mid-cap 
companies  are  less  volatile  than  companies  in  the 
often  uncertain  start-up  phase. 

MidCap  SPDRs  trade  just  like  stocks  throughout 
the  trading  day.  So  they're  flexible  enough  to 
accommodate  a  range  of  investment  strategies. 
And  low  fees  make  MidCap  Spiders  a  cost-efficient 
way  to  invest.  (Usual  brokerage  commission  applies.) 

Want  to  learn  more?  Visit  www.MidCapSPDR.com 
and  see  if  MidCap  Spiders  could  be  a  sweet  addition 
to  any  portfolio. Ticker  symbol  Amex:MDY 


Over  the  last  five  years  MidCap  Spiders  delivered  a  cumulative 
return  of  nearly  50%.  Not  bad  for  a  middleweight. 

And  since  inception,  average  annual  total  returns  have 
been  approximately  15%. 


Average  annual 
total  return  of  MDY 
as  of 12/31/05 

Based  on 
NAV 

Based  on 
Market  Price 


One 
Year 


Five 
Years 


Ten 
Years 


Since 
Inception 


12.21%  8.28%  13.92%  14  75% 
12.53%     8.37%     13.87%  14.68% 


Total  returns  are  calculated  quarterly  using  the  daily  4:00  p.m.  net  asset  value 
(NAV).  Distributions ,  (/ any,  are  assumed  to  be  reinvested  back  into  the  jund 
on  the  pay  date  at  the  NAV  on  that  date .  Performance  data  quoted  represents 
past  performance  and  is  no  guarantee  of  future  results.  Current  perfomtance 
may  be  lower  or  higher  than  quoted.  The  investment  return  and  principal 
value  of  an  investment  w  ill  fluctuate  so  that  an  investor's  shares ,  when  sold  or 
redeemed,  are  subject  to  market  volatility.  They  may  be  worth  more  or  less  than 
their  original  cost.  MDY  shares  are  bought  ana1  sold  at  market  price  (not  NAV) 
and  are  not  individually  redeemed  from  the  fund.  Brokerage  commissions  will 
reduce  returns.  To  obtain  most  recent  month-end  performance ,  please  call 
l-800-843-2639orvisitwww.MtdCapSPDR.com. 


State  Street 
Global  Advisors 
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An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment 
company  carefully  before  investing.  To  obtain  a  prospectus ,  which  contains  this  and  other  information , 
go  to  www.MidCapSPDR.com  or  call  l'800-843'2639.  Please  read  the  prospectus  carefully  before 
investing.  Past  performance  is  no  guarantee  of  future  results.  S&P  MidCap  400*  and  MidCap  SPDR®  are 
trademarks  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  MidCap 
SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  S&P  makes  no  representation 
regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 
M1D000101 
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Side  Lines 
Unreal  ID 


Fence  building  near  Yuma,  Ariz. 


BLAME  GEORGE  ORWELL  FOR  OUR  INEPT  IMMIGRATION  POLICY. 
Orwell  taught  us  that  high  technology  is  a  tool  for  police  states.  If 
high  technology  is  evil,  then  we  must  not  use  it  to  seal  our  bor- 
ders. So,  we  must  not  have  a  national  ID  that  works. 

The  story  on  page  94  by  Michael  Maiello  and  Nicole  Ridg- 
way describes  how  this  country's  ambivalence  about  immigrant 
workers  has  combined  with  clumsy  antiterror  enforcement  to 
create  an  unholy  mess.  The  technologist's  solution  is  to  issue 
smart  cards  for 
identification  and 
attach  them  to  a 
secure  database 
maintained  by  the 
federal  government. 
Electronic  ID  is 
coming  elsewhere 
on  the  globe — 
Britain,  France,  Bel- 
gium, China  et  al. — 
but  it  gives  most  Americans,  from  libertarians  to  the  American 
Civil  Liberties  Union,  the  creeps.  So  our  borders  are  protected  by 
cement,  steel  and  photo  ID.  So  20th  century. 

The  best  Congress  can  manage  is  the  watered  down  "Real  ID" 
program,  to  be  rolled  out  over  the  next  two  years,  under  which 
50  state  motor  vehicle  departments  will  improve  their  safeguards 
against  forgeries.  It  won't  do  much  to  stop  either  terrorists  or  ille- 
gal aliens. 

But  why  can't  technology  be  a  liberating  rather  than  a  repres- 
sive force?  A  good  database  could  make  immigration  law  a  lot 
more  humane.  Sporadic  and  draconian  enforcement  could  be 
replaced  with  a  guest  worker  program  backed  up  by  modest  (and 
gradually  escalating)  surcharges  on  employers  of  people  who 
don't  have  green  cards.  Now,  we  have  460  people  a  year  dying  in 
the  effort  to  get  past  the  border  guards.  The  ones  that  make  it  are 
easily  abused  by  employers  because  they  live  under  the  threat  of 
getting  busted. 

David  Frum,  coauthor  of  An  End  to  Evil,  a  book  on  fighting 
terrorism,  argues  that  a  smart  ID  system  could  be  programmed  to 
release  narrowly  circumscribed  answers  rather  than  a  complete 
dossier.  A  bartender  who  swipes  your  card  would  know  only  that 
you  are  over  21,  not  your  age  or  name.  An  employer  would  be  told 
only  whether  you  are  eligible  to  work,  not  where  you  were  born. 
An  oriline  version  of  the  swipe  would  enable  the  government  to 
protect  children  without  snooping  on  everyone's  Web  surfing. 

The  very  idea  of  a  federal  ID  card  conjures  up  images  of  the 
Gestapo  stopping  innocent  people  and  asking  to  see  their  papers. 
But  the  Nazis  didn't  just  have  evil  policemen.  They  had  evil  doc- 
tors, too.  Is  that  a  reason  to  reject  medical  technology? 

EDITOR 
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Fad-Free  Investing 

In  "Buyout  Bubble"  (Mar.  13,  p.  88)  you  mention  American  Capital  as  being 
among  various  outfits  "happy  to  take  your  money,"  implying  we  take  advan- 
tage of  average  Americans  as  part  of  "an  investment  fad."  As  a  business- 
development  company  we  deploy  capital  provided  by  public  shareholders  to 
make  long-term,  private  investments  in  promising  middle-market  businesses 
to  help  fund  their  growth.  Any  investor  can  purchase  shares  of  American  Cap- 
ital with  a  small  initial  investment  and  enjoy  the  liquidity,  transparency  and 
independent  governance  associated  with  a  public  company.  This  does  not  add 
up  to  a  fad. 

Your  story  further  states  that  American  Capital  "pays  out  2%  of  its  assets 
annually  in  management  fees."  In  fact,  we  are  an  internally  managed  fund  and 
pay  no  one  a  management  fee.  All  fees  that  are  charged  to  portfolio  companies 
as  a  result  of  financings  benefit  our  shareholders,  unlike  at  most  private  equity 
firms,  where  a  significant  proportion  of  such  fees  is  pocketed  by  the  managing 
general  partner. 

Finally,  American  Capitals  five-year  total  annualized  return  to  sharehold- 
ers is  19%,  assuming  reinvestment  of  dividends,  beating  the  S&P  500,  which 
had  a  less  than  1%  annualized  return  over  the  same  period,  including 
reinvestment  of  dividends.  American  Capital  has  outperformed  90%  of  all 
public  companies  with  $1  billion  or  more  in  market  capitalization  over  the 
eight  and  a  half  years  that  we've  been  public. 

MALON  WILKUS 
-^-^  Chief  Executive 

A  American  Capital  Strategies 
Bethesda,  Md. 


Moose  Crossing 

In  regard  to  "Sudan  Selloff"  (Mar.  13, 
p.  42),  you  may  be  interested  to  know 
that  pension  systems  are  not  alone  in 
eschewing  the  stock  of  companies  with 
business  ties  to  Sudan.  Last  year  the 
Roosevelt  Investment  Group  began 
offering  a  "Sudan-  and  Terror- Free" 
mutual  fund  called  the  Abacus  Bull 
Moose  Growth  Fund.  As  a  multicap 
fund  that  has  $10  million,  it  is,  to  the 
best  of  our  knowledge,  the  only  fund  of 
its  kind. 


A  Conflict  Securities  Advisory 
Group  identifies  every  company  in  the 
world  that  conducts  business  in  Sudan 
or  other  terrorist-sponsoring  states.  It 
then  screens  those  companies  out  of  the 
fund's  portfolio.  Our  clients  feel  that  as 
long  as  they  do  not  sacrifice  returns, 
such  "values-based"  investing  rids 
investors'  portfolios  of  companies  which 
provide  benefits  to  governments  that 
sponsor  terrorism  or  genocide. 

ADAM  SHEER 
President,  Roosevelt  Investment  Group 
New  York,  N.Y. 
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skyscraper 


Making  more  possible 

■  ABN-AMRO 


RECRAFTING. 
THE  RETURN 
ON  A  GREAT 
INVESTMENT. 

Return  your  worn  Allen-Edmonds  shoes 
to  their  original  glory  with  Allen-Edmonds 
Recrafting®  We  use  the  same  techniques 
when  Recrafting  your  shoes  that  we  used  in 
their  original  construction.  Simply  mail  us 
your  worn  Allen-Edmonds  shoes.  Visit 
www.allenedmonds.com  to  download 
a  postage-paid  mailing  label.  For  more 
information  on  Recrafting,  visit  your  nearest 
Allen-Edmonds  dealer  or  call  1-877-495-5564. 


Allen 


almonds 


allencdmonds.com 


Readers  Say 


The  SBA  doesn't  score  with  Veronique  de  Rugy. 

Small  Minded? 

"Small  Firm  Idolatry"  (On  My  Mind, 
Mar.  13,  p.  34)  criticizes  the  Small  Busi- 
ness Administration  but  does  not  mention 
work  by  the  11,000  volunteers  of  SCORE 
(Service  Corps  of  Retired  Executives), 
sponsored  by  the  SBA.  My  40-year  corpo- 
rate career  led  me  to  believe  that  free 
advice  was  worth  what  you  paid  for  it.  My 
4  years  as  a  SCORE  volunteer  changed  that. 
SCORE  helps  some  people  get  started  and 
others  to  reconsider  until  they're  ready.  By 
dismantling  the  SBA,  as  Veronique  de 
Rugy  suggests,  a  valuable  baby  will  be  lost 
in  the  bathwater. 

PAUL  SNARE 
Chairman 

Service  Corps  of  Retired  Executives 
Tacoma,  Wash. 

Staving  Off  Success 

After  reading  "Investing  in  Cloudland" 
(Side  Lines,  Mar.  13,  p.  16),  I'd  suggest  that 
sometimes  markets  themselves  create 
investments  known  as  a  "sure  thing." 
Horse-race  bettors  call  this  a  mortal  lock. 
My  father-in-law  invested  in  beer-barrel 
staves,  which  held  a  secure  market  for  sev- 
eral hundred  years.  Then  the  aluminum 
beer  keg  was  invented.  Good-bye,  market. 
The  rule  of  substitution  will  always  apply 
to  so-called  secure  investments. 

WILLIAM  CORMENY 
San  Luis  Obispo,  Calif. 


Delivery  Dilemma 

"Too  Much  Is  Never  Enough"  (Fact  &  Com- 
ment, Mar.  27,  p.  31)  is  wrong  to  argue  that 
remote  sellers,  such  as  those  who  market 
products  on  the  Internet,  will  be  unfairly  pe- 
nalized to  meet  the  proposed  changes  of  col- 
lecting state  sales  tax.  You  evidendy  believe 
that  remote  sellers  should  have  their  addi- 
tional freight  expense  (the  retailers  cost  of 
business)  subsidized  by  sales  taxes  (state  gov- 
ernment revenue).  If  I  purchase  a  book  for 
the  same  price  from  a  retailer  and  a  remote 
seller,  the  remote  seller's  freight  cost  would 
be  paid  by  my  own  state  of  Texas. 

If  remote  sellers  have  found  a  temporary 
"hole"  in  state  sales  tax  laws  to  escape  the 
collection  of  sales  taxes,  it  is  simply  the  re- 
sponsibility of  legislators  to  plug  it.  Remote 
sellers  provide  "doorstep  convenience"  for 
which  I  am  more  than  willing  to  pay 
freight  charges.  I  don't  expect  state  govern- 
ment to  subsidize  my  personal  preferences. 
That  said,  sorting  out  the  jurisdictional  tax- 
collection  issues  could  be  a  great  opportu- 
nity for  a  Net-based  business  service. 

BILL  THOROGOOD 
President,  LinkWorks 
Houston,  Tex. 

Mambo  Jumbo? 

As  you  suggest  in  "Latin  Blues"  (Current 
Events,  Mar.  27,  p.  37),  the  economic  real- 
ities of  South  America  are  now  being  rec- 
ognized by  elected  populist  leaders  in  this 
region.  Brazilian  President  Lula  has  paid 
off  the  nation's  debt  to  the  International 
Monetary  Fund.  Bolivia's  President 
Morales  will  probably  follow  this  example 
soon.  The  reason  is  that  if  you  grew  up 
poor,  with  little  formal  education,  yet 
managed  to  rise  to  the  presidency  of  your 
country,  you  will  surround  yourself  with 
astute  economic  advisers.  Both  presidents 
know  what  foolish  economic  policies 
achieve — and  what  it's  like  to  go  days 
without  eating  because  of  them. 

WILLIAM  POWELL 
Sao  Paulo,  Brazil 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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YOU  STILL  WANT  A  SHOE  THAT  GIVES  YOU  TRACTION. 

ONLY  NOW  IT'S  TO  ADVANCE  FROM  THE  CUBICLE  TO  THE  CORNER  OFFICE. 


May  we  suggest  a  pair  of 
Allen-Edmonds  as  being 
up  to  the  task?  Individually 
handcrafted  by  expert 
shoemakers  in  Port 
Washington.  Wisconsin, 
each  pair  of  Allen-Edmonds 
goes  through  a  212-step 
process.  (You  heard  right, 
212.)  As  for  materials,  we 
use  only  the  world's  finest 


leathers.  What's  more,  all 
that  style  won't  cost  you 
anything  when  it  comes  to 
comfort  Our  360-degree 
welt  offers  superior 
comfort  and  flexibility 
while  our  signature  cork 
lining  forms  to  your  foot 
for  a  custom  fit.  And 
we  offer  styles  ranging 
in  size  from  6-16  and 


widths  AAA  to  EEE.  On 
top  of  all  this,  our  shoes 
have  been  made  here  in  the 
United  States  since  1922. 
Long  before  there  were 
cubicles  to  escape  from. 


Mien 
idmonds 


Made  in  USA 

allenedmonds.com 


JAPAN  - 

OPPORTUNITY  IS  RISIN 


INVENT  JAPAN 

Government  of  Japan 


Are  you  ready  to  do  business  in  a  country  that's  hungry  for  ideas  from  overseas  entities' 
A  resurgent  Japan  welcomes  all-comers  to  prosper  in  its  vibrant  economy. 
There's  simply  no  better  market  for  direct  investment  opportunities. 


Unequaled  purchasing  power 

It  took  just  six  years  for  retail  sales  at  Chelsea 
Japan's  Premium  Outlet  centers  to  reach  US  $1 
billion  annually,  and  further  substantial  growth  is 
expected.  This  demonstrates  the  strength  of  the 
Japanese  market,  and  the  enormous  consumer 
spending  power  of  the  world's  second-largest 
economy,  which  together  have  made  our 
properties  in  Japan  among  the  most  productive 
in  the  Chelsea  portfolio. 

Favorable  market  conditions 

Japan's  improving  economy,  strong  consumer 
confidence  and  ever-expanding  brand  awareness 
present  new  opportunities  for  foreign  investors. 
In  our  experience,  businesses  that  make  the  effort 
to  understand  the  Japanese  market  are  richly 
rewarded  by  consumers  who  are  among  the 
world's  most  affluent  and  loyal. 


Partners  in  success 

First-class  local  partners  made  Japan  a  very 
attractive  market  for  Chelsea's  first  overseas 
venture.  Our  partnership  with  Mitsubishi  Estate 
Co.,  Ltd.  and  Sojitz  Corporation  smoothed  our 
market  entry,  enabling  us  to  focus  on  our  core 
competence  and  succeed  from  the  outset. 

Embracing  innovation 

Premium  Outlet®  shopping  -  a  specialized  retail 
format  -  was  pioneered  in  the  United  States  and 
adapted  to  the  Japanese  market;  it's  a  prime 
example  of  how  increasingly  entrepreneurial 
Japanese  companies  look  abroad  for  new  ideas, 
dynamic  business  models  and  partnership 
opportunities.  Additionally,  important  legal 
reforms  and  a  variety  of  support  programs  make 
this  an  ideal  time  for  foreign  businesses  to 
consider  investing  in  Japan. 


Chelsea  Property  Group  (www.cpgi.com),  a  division  of  Simon  Property  Group,  Inc. 
(NYSE:  SPG),  is  the  world's  largest  developer,  owner  and  operator  of  manufacturers' 
outlet  centers,  with  interests  in  50  Premium  Outlet®  and  other  shopping  centers  located 
in  the  United  States,  Japan  and  Mexico.  Chelsea  Japan  Co.,  Ltd.,  a  40%-owned  joint 
venture  formed  in  1999,  owns  and  operates  five  Premium  Outlet  centers  near  Tokyo, 
Osaka,  Nagoya  and  Fukuoka,  with  additional  developments  planned.  Recently  named 
America's  Most  Admired  Real  Estate  Company  by  Fortune  magazine,  Simon 
(www.simon.com)  is  the  largest  retail  real  estate  investment  trust  (REIT)  in  the  United 
States,  with  a  total  market  capitalization  of  approximately  $42  billion. 


"Japan  presented  an  ideal  set  of 
conditions  for  Chelsea's  first  venti 
overseas:  receptive  and  responsiv 
business  partners,  sophisticated 
consumers  with  strong  purchasing 
power,  and  a  free  market  econorrv 
What  more  could  you  want  from  a 
destination  that's  inviting  foreign 
direct  investment?" 


CHELSEA 


Leslie! 


a  simon"  company       Chelsea  Property  C 


JAPAN  -  Regulations  Relaxed  To  Propel  Partnerships  -This  is  an  increasingly 
positive  environment  for  overseas  investment.  Partnerships  with  local  businesses  are 
easily  formed  as  investment  fund  risks  are  automatically  reduced  when  participating 
Japanese  companies  utilize  the  fund.  Additionally,  the  liberalization  of  the  foreign 
exchange  system  has  reduced  transaction  costs  for  profits  and  royalties,  and  foreign 
companies  are  entitled  to  the  same  rights  and  protection  as  Japanese  companies. 

JAPAN  -  The  Most  Discerning  Consumers  -  Japan  is  the  world's  second 
largest  economy.  This  is  a  nation  where  consumers  have  exceedingly  discerning 
tastes,  plus  an  income  and  savings  rate  high  enough  to  afford  luxury  goods  and  label 
brands.  Also  the  Japanese  are  noted  "early  adaptors",  with  the  ability  to  start  trends 
that  spread  throughout  Asia  and  a  tendency  to  consistently  value  quality  over  price. 


JAPAN  -  More  Reasonable  Market  Entry  Costs  -  The 

advent  of  improved  services  and  increased  price  competition  ii 
areas  such  as  telecommunications,  including  broadband,  have 
significantly  reduced  business  operation  costs,  while  real  estat 
prices  have  consistently  decreased  since  1992.  Meaning 
start-ups  start  a  lot  easier. 

JAPAN  -  A  Transforming  Business  Environment-  Advan 

in  structural  reform  have  buoyed  the  economy.  Old  business 
practices,  such  as  lifetime  employment  and  keiretsu,  are  being 
phased  out,  while  improved  corporate  governance  creates  a 
favorable  investment  climate  for  foreign  companies. 


The  opportunities  are  there.  The  time  is  now.  Japan  is  open  for  business.  Especially  yours. 
Learn  more  at  www.jetro.org/opportunity. 


Ministry  of  Economy, 
Trade  and  Industry 


(Japan  External  Trade  Organization)  is  a  Japanese  government-related  organiz 
that  promotes  trade  and  investment  betweer  Japan  and  the  rest  of  the  world. 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Taxaholics,  Take  Note 


TWO  RECENT  NEWSPAPER  STORIES  UNDERSCORED  A  PROBLEM 
several  states  are  experiencing — stagnant  or  falling  populations. 
The  New  York  Times  ran  a  piece  about  young  people  fleeing  the 
Green  Mountain  State  of  Vermont  for  greener  pastures,  citing  the 
lack  of  job  opportunities.  Around  the  same  time,  the  Des  Moines 
Register  ran  a  special  section  on  Iowa's  population  problem.  A  cen- 
tury ago  the  Hawkeye  State  was  home  to  3%  of  the  U.S.  popula- 
tion; today  it's  home  to  just  1%.  Young  people  have  been  leaving  in 
droves  for  decades.  Both  stories  cited  experts  and  politicians  who 
offered  up  various  solutions  to  stem 
the  tide,  yet  both  papers  ignored  the 
proverbial  elephant  in  the  room:  taxes. 
These  two  states  are  punishers  when  it 
comes  to  laying  levies  on  income.  In 
Iowa  the  top  income  tax  rate  is  nearly 
9%,  one  of  the  highest  in  the  country. 
In  Vermont  its  even  worse,  9.5%. 

Iowa  and  Vermont  should  be  experiencing  population  booms. 
Thanks  to  high  tech,  folks  today  literally  have  the  world  at  their  fin- 
gertips, no  matter  where  their  feet  are  planted  Our  publisher,  Rich  Karl- 
gaard,  has  written  extensively  on  how  more  and  more  people  are  mov- 
ing to  once  unlikely  places  to  pursue  a  better  quality  of  life  yet  still  have 
ample  opportunity  to  advance  professionally  and  entrepreneurially. 

Iowa  has  a  number  of  excellent  colleges  and  universities.  Many 
people  find  university  towns  to  be  meccas.  Sure,  Iowa  can  have 
cold  winters  (I  can  testify  to  this,  having  twice  been  a  presidential 
candidate  pursuing  support  in  the  Iowa  caucuses).  But  no  matter 
where  you  live — with  the  possible  exception  of  San  Diego — there 
will  be  some  times  during  the  year  in  which  the  weather  is  less 
than  ideal.  Arizona  and  Nevada,  for  example,  have  very  hot  days 
during  the  summer,  yet  each  is  a  magnet  for  newcomers. 

Vermont's  scenery  is  legendary,  and  during  the  1960s  and 
1970s  it  drew  New  Yorkers  and  others  like  a  pot  of  honey  draws 
insects.  But  many  of  these  migrants  were  hippies,  and  their  poli- 
tics soon  dominated  the  state.  Vermont  has  several  first-class  ski 
resorts,  but  too  many  politicos  and  bureaucrats  have  seen  them 
not  as  job  providers  and  a  great  way  to  get  people  enchanted  with 
the  state  but  as  deep  pockets  to  be  plundered  for  various  social 
schemes.  New  housing  plans  routinely  get  tied  up  by  antidevel- 
opment  activists,  and  people  wonder  why  housing  is  becoming 


Vermont  Losing 
Prized  Resource 
As  Young  Depart 


-New  York  Times 


unaffordable.  The  state  is  too  often  hostile  to  business,  treating 
entrepreneurs  and  executives  with  a  haughty  disdain  to  rival  that 
with  which  Chinese  mandarins  treated  merchants  centuries 
ago — a  critical  reason  China  stagnated  while  the  West  advanced. 

If  Vermont  were  to  take  on  the  tax  structure  of  neighboring  New 
Hampshire,  the  state  would  have  no  shortage  of  people  moving  in 
to  pursue  jobs  and  set  up  businesses.  In  fact,  New  Hampshire  and 
Vermont  are  laboratory  cases  of  how  state  tax  structures  affect  local 
economies.  Thanks  to  the  Granite  States  largest  newspaper,  the  Union 
Leader,  New  Hampshire  has  avoided 
both  a  state  income  tax  and  a  sales  tax. 
New  Hampshire  has  far  outpaced  neigh- 
boring Vermont  and  high -taxing  Maine. 
New  Hampshire's  tax  phobia  even  influ- 
enced Taxachusetts  to  the  south,  where 
popular  pressure  has  made  the  Bay  State 
much  more  reasonable  (compared  with 
the  rest  of  the  Northeast)  in  its  income  tax — which  is  flat — as  well 
as  its  property  taxes.  In  another  New  England  state,  Rhode  Island, 
the  tax  message  is  starting  to  get  through.  Democrats  there  recently 
led  the  charge  for  the  state  to  enact  a  low  flat  tax. 

A  citizens'  effort  in  Iowa  headed  by  a  local  activist,  Kevin 
McLaughlin  (full  disclosure:  Kevin  played  a  key  role  in  my  pres- 
idential campaigns),  is  gaining  support  for  an  exciting  variation 
of  the  flat  tax  for  the  Hawkeye  State. 

As  for  populations  that  aren't  expanding,  New  York  State  has  been 
in  a  relative  decline  for  decades.  Since  1950  it  has  lost  14  congressional 
seats,  and  in  the  next  census  it  will  lose  several  more.  This  is  no  coin- 
cidence, for  the  Empire  State  has  a  tax  burden  that  is  notoriously  heavy. 

New  jersey  is  in  the  process  of  emulating  Vermont  and  New  York 
in  crushing  its  citizens  with  onerous  exactions.  The  state's  property  taxes 
are  about  the  highest  in  the  country,  and  new  governor  and  wannabe 
President  Jon  Corzine  is  poised  to  make  the  burden  heavier. 

Whoever  thought  the  day  would  come  that  California — highly  taxed 
and  antibusiness — would  start  seeing  tens  of  thousands  of  native-born 
Americans  moving  out  of  the  state  instead  of  moving  in.  For  the  first 
time  since  becoming  a  state  1 55  years  ago,  California  will  not  gain,  and 
may  actually  lose,  congressional  representation  after  the  20 1 0  census. 

Bottom  line:  Taxes  matter,  not  only  on  the  federal  level  but 
also  on  the  state  and  local  levels. 


Deficit  Thinking 


RECENTLY,  NEW  FEDERAL  RESERVE  CHAIRMAN  BEN  BERNANKE  TOLD 
Congress  that  he  was  worried  about  the  budget  deficit  and  that  if  some- 
thing wasn't  done,  the  shortfall  would  have  deleterious  long-term  con- 
sequences. He  didn't  explain  why,  nor  did  he  offer  any  guidance  as 


to  what  he  thought  the  solutions  should  be.  Too  bad,  for  too  often  in 
Washington  moaning  about  the  deficit  is  a  prelude  to  taxes  being  raised 
The  tax  cuts  of  2003  put  the  economy  on  its  current  vigorous 
growth  path.  Since  then  more  than  4  million  new  jobs  have  been 
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created  and  countless  new  businesses  begun.  Stocks  have  gone  up 
more  than  $4  trillion  in  value,  and  the  booming  economy  is  a 
fundamental  salve  for  beleaguered  pension  plans. 

The  real  deficit  problem  is  Washington's  feverish  spending, 
now  symbolized  by  those  notorious  Alaskan  bridges  to  nowhere. 
In  the  last  fiscal  year  federal  revenues  went  up  a  record  15%.  The 
problem  is  that  Washington  spent  the  money— and  then  spent 
more.  It  was  like  someone  whod  gotten  a  $10,000  raise  in  pay 
then  going  out  and  spending  $20,000.  But  Ben  Bernanke  is  not 
about  to  rap  the  knuckles  of  powerful  Washington  politicians. 

The  two  big  future  budget  busters  are  Social  Security  and  Medicare. 
Both  programs  could  be  turned  from  fiscal  liabilities  into  fantastic 
growth-generating  assets  if  positive  reforms,  such  as  personal  sav- 
ings accounts  for  young  workers  in  the  Social  Security  system  and 
a  variation  of  Health  Savings  Accounts  for  most  Medicare  benefici- 
aries, were  enacted.  But  on  these  issues  Bernanke  is  virtually  mum. 

To  be  blunt,  budget  deficits  per  se  have  essentially  no  impact 
on  interest  rates.  Monetary  policy  and  economic  activity  are  the 
prime  factors.  In  the  1980s  deficits  soared,  yet  interest  rates,  both 
real  and  nominal,  plummeted.  For  instance,  the  prime  rate  went 


from  a  high  of  21%  down  to  single  digits.  And  from  2001  to 
2003,  while  we  went  from  surplus  to  deficit,  interest  rates 
plunged  to  levels  not  seen  since  the  1950s. 

The  shortfalls  have  to  be  put  into  perspective.  This  year  red 
ink  will  total  more  than  $400  billion,  a  sizable  amount  even  by 
Washington's  standards.  But  it  is  just  little  more  than  3%  of  GDP 
and  0.25%  of  the  nation's  total  assets.  Think  of  it  this  way:  A  mere 
1%  increase  in  the  nation's  assets  comes  to  some  $1.6  trillion, 
about  four  times  this  year's  shortfall. 

Maybe  Bernanke  is  kowtowing  to  Beltway  conventional  wis- 
dom in  order  to  establish  credibility.  Maybe  in  the  future  he'll  be 
more  forthcoming  and  positively  candid  about  how  to  deal  with 
Washington's  fiscal  messes. 

Alas,  the  Administration,  having  botched  the  effort  to  save 
Social  Security  by  not  putting  forth  a  positive,  comprehensive 
package  of  reforms,  has  also  become  gun-shy  of  fundamentally 
overhauling  our  still-antigrowth  tax  code. 

Is  there  a  tax-cutting  Democratic  candidate  out  there  who's 
willing  to  steal  the  tax  issue  from  the  Republicans  in  2008  by  pro- 
posing something  like  the  flat  tax? 


Seaworthies 


THESE  TWO  EXCELLENT  MYSTERIES  HAVE  IN 
common  the  sea  but  not  much  else. 

Sea  Change— by  Robert  B.  Parker  (G.P. 
Putnam's  Sons,  $24.95).  Americas  mystery 
maestro  has  created  a  cast  of  villains  and  vic- 
tims from  the  flotsam  of  humanity.  Jesse  Stone, 
police  chief  of  a  small  seaside  Massachusetts 
town,  suddenly  finds  himself  grappling  with  an 
unsavory  case  when  a  woman's  body  washes  up 
on  shore.  The  "floater"  was  in  her  mid-30s,  the  ne'er-do-well  daugh- 
ter of  rich  parents.  Stone  finds  himself  dealing  with  creepy  char- 
acters obsessed  with  manic  sex,  drugs  and  alcohol.  Stone,  a  refugee 
from  the  Los  Angeles  Police  Department  and  a  recovering  alco- 
holic, has  his  own  demons  to  face.  He's  also  trying  to  reconcile  with 
his  former  wife,  who  is  not  without  her  own  shortcomings. 

Parker's  dialogue,  as  usual,  crackles  with  wisecracks.  The  pace 
is  fast,  and  eventually  the  baddies  are  brought  to  justice. 


The  Lighthouse — by  PD.  James  (Alfred 
A.  Knopf,  $25.95).  Commander  Adam  Dal- 
gliesh  is  faced  with  a  sensitive  seaside  case 
that  concerns  a  noted  novelist  found  hanging 
from  a  lighthouse  on  exclusive  Combe  Island, 
a  place  owned  by  a  trust  to  which  high-pow- 
ered people  come  to  unwind.  Dalgliesh  and 
two  colleagues,  rather  than  local  police,  are 
brought  in  to  investigate  because  Combe 
Island  is  to  be  the  setting  for  an  upcoming  international  summit 
meeting.  Before  the  case  is  closed,  Dalgliesh  comes  down  with 
SARS  and  stories  surface  of  three  German  soldiers  killed  there 
during  WWII,  as  well  as  of  the  simultaneous  probable  murder  of 
an  island  inhabitant. 

James  etches  impressive  psychological  portraits  and  gives  read- 
ers plenty  of  suspects.  Dalgliesh  fans  will  be  happy  to  learn  that 
their  hero's  oft-strained  love  life  takes  a  happy  turn  for  the  better. 


RESTAURANTS:  GO,  (  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Peacock  Alley— Waldorf-Astoria,  301  Park  Ave.,  at  50th  St. 
(Tel.:  212-872-1275).  Reopened  and  better  than  ever,  this  is  a 
serious  restaurant  worthy  of  attention.  The  fare  is  innovative, 
beautifully  presented  and  delectable.  Try  the  poached  egg  and 
black  truffle  deliciousness  that  arrives  in  a  miniature  saucepan, 
the  candy  cane  and  yellow  beet  salad  or  the  mouthwateringly 
tender  steak.  The  homey  desserts  are  potentially  addictive. 

Gusto  Ristorante  e  Bar  Americano— 60  Greenwich  Ave.,  at 
Perry  St.  (Tel.:  212-924-8000).  This  could  be  the  noisiest  spot  in 
the  city,  and  it's  no  wonder  the  service  is  somewhat  distracted. 


That  said,  it  offers  Italian  peasant  fare  with  a  decidedly  refined 
interpretation.  Noteworthy:  the  freshly  baked  bread,  the  blood 
orange  salad  and  the  fried  artichokes. 

•  202— Chelsea  Market,  75  Ninth  Ave.,  between  15th  and  16th 
streets  (Tel.:  646-638-1173).  Country-in-the-city  decor, 
friendly  sendee  and  terrific,  sophisticated  comfort  food  make 
this  hot  spot  very  crowded  during  weekend  brunches.  It's  easy 
to  get  a  table  at  other  times,  however.  Favorites:  spaghetti- 
squash  soup,  fish  and  chips,  tuna  burger  with  guacamole  and 
the  most  wonderful  bread  pudding  in  town.  F 
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HI  be  Story  .ikIM  am 

m  Hcpcv  Stopped 

6rou>ing 


rHIS  IS  NOT  A  FAIRY  TALE.  IT'S  BETTER. 
It's  a  true  story  about  a  plant  that 
ist  keeps  growing  and  growing.  It's  also 
story  about  a  company  called  Toyota, 
i  the  year  1996,  Toyota  built  a  plant  in 
/est  Virginia,  in  a  place  called  Buffalo. 
Don  enough,  the  plant  was  producing 
iginesr*  Then  along  came  transmissions. 


The  plant  grew  and  grew — in  fact,  it 
expanded  five  times  in  nine  years 

What  makes  this  story  so  exciting 
is  that  quite  a  few  of  Toyota's  plants  are 
growing.  Just  like  the  one  in  Buffalo. 
Just  like  the  company  called  Toyota.  It's 
a  true  story,  a  happy  story,  and  best  of 
all,  a  story  with  no  end  in  sight. 


TOYOTA 

toyota.com/usa 


Other  Con? 


The  right  is  more  precious  than  peace. 

— WOODROW  WILSON 


OsCarS  for  Osama  Nothing  tells  you  more  about 
Hollywood  than  what  it  chooses  to  honor.  Nominated  for  best 
foreign-language  film  [was]  Paradise  Now,  a  sympathetic  portrayal 
of  two  suicide  bombers.  Nominated  for  best  picture  [was]  Munich, 
a  sympathetic  portrayal  of  yesterdays  fashion  in  barbarism: 
homicide  terrorism.  But  until  you  see  Syriana,  nominated  for  best 
screenplay  (and  George  Clooney  [who  won],  for  best  supporting 
actor)  you  have  no  idea  how  self-flagellation  and  self-loathing  pass 
for  complexity  and  moral  seriousness  in  Hollywood. 

Most  liberalism  is  angst-  and  guilt-ridden,  seeing  moral 
equivalence  everywhere.  Syriana  is  of  a  different  species 
entirely — a  pathological  variety  that  burns  with  the  certainty  of 
its  malign  anti- Americanism.  Osama  bin  Laden  could  not  have 
scripted  this  film  with  more  conviction. 

—CHARLES  KRAUTHAMMER, 
Washington  Post 

Walking  Away  From  Taxes  Michigan  lawmak- 
ers often  wring  their  hands  about  jobs  being  "outsourced"  to 
India  and  China.  But  the  facts  suggest  a  menace  closer  to  home. 
Departing  jobs  are  more  likely  to  end  up  in  Indiana  rather  than 
India,  or  to  head  south,  as  companies  run  for  cover  from  Michi- 
gan's punitive  business  tax  climate. 

State  taxes  matter  to  companies.  They're  a  cost  of  doing  busi- 
ness, and  smart  employers  aim  to  minimize  them.  In  today's 
increasingly  mobile  world,  low-tax  states  are  lining  up  to  poach 
companies  away  from  high-tax  states. 

Tax  competition  for  jobs  between  states  is  nothing  new. 
Within  America's  50-state  free-trade  zone,  lawmakers  have  long 
known  that  changes  in  their  state  tax  codes  affect  their  competi- 
tiveness with  neighbors.  Unfortunately,  when  it  comes  to  tax 
competition,  most  states  get  it  wrong. 

—CURTIS  S.  DUBAY,  staff  economist,  and 
SCOTT  A.  HODGE,  president,  Tax  Foundation,  Detroit  News 


"They  think  they're  accidents." 
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Unsheathe  Your  Swords  Our  tax  law  is  a 

1,598-page  hydra-headed  monster  and  I'm  going  to  attack  and 
attack  and  attack  until  I  have  ironed  out  every  fault  in  it. 

—VIVIEN  KELLEMS, 
quoted  in  Los  Angeles  Times  (1975) 

Budgeting  101  The  country  is  at  a  unique  moment  in 
which  public  outrage  over  spending  makes  real  budget  reform 
possible.  The  new  line-item  rescission  proposal  from  the  President 
is  a  good  first  step,  but  we  need  more.  Its  clear  to  anyone  paying 
attention  that  the  federal  budget  process  is  badly  broken,  with  spend- 
ing this  year  expected  to  jump  at  9.6%  and  pork-barrel  earmarks 
at  record  levels.  We  have  an  opportunity  to  overcome  the  entrenched 
big-spending  interests  in  Washington  and  enact  real  reform. 

The  budget  resolution,  passed  each  year  but  then  largely 
ignored  as  appropriations  bills  bust  its  limits  and  supplemental 
spending  is  heaped  on  top,  should  carry  the  force  of  law.  The  prac- 
tice of  baseline  budgeting,  which  automatically  angles  federal 
spending  sharply  upward,  and  misleadingly  represents  slower 
spending  increases  as  cuts,  should  be  ended.  Spending  programs 
should  sunset  automatically  after  five  or  ten  years  unless  Congress 
acts  to  renew  them.  Waiving  the  budget  rules  should  require  a 
supermajority.  Bottom  line:  A  brand  new  budget  process  is  needed. 

—PHILIP  G.  KERPEN,  Free  Enterprise  Fund, 

New  York  Sun 

Fraudulent  Fares  Oh,  give  us  a  break.  It's  not  enough 
that  airlines  employ  the  most  Byzantine  pricing  structure  known 
to  humankind;  now  some  older,  traditional  carriers  want  to  be 
able  to  hide  part  of  the  real  cost  when  they  advertise  their  fares. 
Say,  for  instance,  enticing  you  to  buy  a  ticket  at  a  certain  "fare" 
and  then  adding  on  a  "fuel  surcharge."  Like  you're  going  to  fly  on 
a  plane  that  carries  no  fuel,  right?  Isn't  that  a  little  like  saying  the 
hamburger  is  99  cents,  but  the  meat  is  $2  extra? 

Yes,  life  is  tough  for  the  older  airlines,  which  must  withstand 
the  ever-increasing  onslaughts  of  the  low-cost  carriers.  No  one  is 
eager  to  see  more  U.S.  airlines  slip  into  bankruptcy  or  go  out  of 
business.  But  the  last  time  We  looked,  a  good  business  model  did 
not  rest  on  tricking  the  consumer — and,  frankly,  that's  what  this 
proposal  smacks  of. 

— Dallas  Morning  News 

Doggone  It  The  thing  I  like  most  about  dogs  is  their 
absolute  belief  in  their  own  innocence,  even  when  they've  been 
caught  red-handed.  No  matter  what  they've  been  doing,  every 
bad  dog  bears  the  same  look  when  scolded. 

"What?" 

—CRAIG  WILSON,  USA  Today  F 


WHAT   C  A  IV 

THE  HERD 

TEACH    US  ABOUT 

UNIVERSAL  BANKING? 


The  lead  position  must  be  earned. 


Wachovia's  Corporate  and  Investment  Bank  works  closely  with  thousands  of  growing  companies. 
By  providing  innovative  and  practical  solutions  that  help  our  clients  succeed,  we  have  proven 
our  ability  to  lead  deals  and  deliver  results.  Talk  to  us.  We'll  supply  the  muscle  to  get  it  done. 


Over  260  new  lead  relationships  established  in  2005 
135%  growth  in  investment  banking  market  share  in  the  past  five  years 
Retail  distribution  capabilities  of  the  3rd  largest  brokerage  firm 
Balance  sheet  strength  of  the  4-th  largest  financial  institution 


wvchovia 
Securities 

Uncommon  Wisdom 
Investment  Banking  ■  Corporate  Banking  ■  Equity  ■  Fixed  Income 


iovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC  (" WCM"),  member  NYSE.  NASD,  SIPC. 
1006  Wachovia  Corporation 


"World's  most  admired  telecommunications  company.' 

And  to  think  we  just  got  started.  Months  ago,  we  were  two  companies. 

Today,  we  are  one.The  only  one  recognized  by  FORTUNE'  magazine  as  the  most  admired 
telecommunications  company  in  the  world.  But  this  is  just  the  beginning.  Today  we  look  forward 
to  ushering  in  a  whole  new  era  in  communications  —  in  America,  and  around  the  world. 
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Current  Events 


By  Paul  Johnson 


Lincoln  and  the  Compensation  Culture 


CHERIE  BOOTH  BLAIR,  WIFE  OF  BRITAIN'S  PRIME  MINISTER  TONY 
Blair,  has,  through  hard  work  and  brains,  become  a  highly  paid  lawyer. 
However,  she's  been  getting  herself— and,  by  association,  her  hus- 
band— into  trouble.  Mrs.  Blair  has  been  defending  the  role  of  lawyers 
in  an  area  of  litigation  dubbed  the  "compensation  culture."  This  is 
a  form  of  aggressive  litigation  for  damages  that's  been  imported  into 
Britain  from  the  U.S.  Mrs.  Blair  is  currently  pushing  the  case  of  a 
Muslim  girl  who  is  suing  for  compensation  for  lost  schooling  when 
she  was  not  permitted  to  attend  classes  wearing  the  head-to-toe 
jilbab.  Critics  of  this  type  of  lawsuit  say  the  only  beneficiaries  are  a 
few  lucky  (and  often  undeserving)  individuals  and,  of  course,  the 
lawyers,  of  whom  Mrs.  Blair  is  one.  The  losers  are  the  rest  of  us. 

The  compensation-culture  debate  is  the  latest  phase  of  a  long- 
standing antilawyer  bias,  evidence  of  which  can  be  found  in 
Shakespeare's  Henry  VI,  Part  Two.  A  rebel,  in  oudining  his  pro- 
gram, says:  "The  first  thing  we  do  let's  kill  all  the  lawyers." 

The  old  English  legal  term  for  one  who  goes  to  the  law 
repeatedly  without  sufficient  cause  is  "vexatious  litigant."  In  the 
U.S.  compensation  claims  now  form  a  species  of  vexatious  litiga- 
tion that  is  damaging  to  society.  But  this  is  merely  part  of  a  wider 
argument,  that  the  U.S.  has  too  many  lawyers  and  too  much  law. 

Too  Many  Lawyers? 

It  is  often  said — righdy  or  wrongly — that  the  U.S.  has  more  lawyers 
than  the  rest  of  the  world  put  together.  And  I  can  recall  pundits 
arguing  30  to  40  years  ago  that  one  reason  Japan  was  going  to  over- 
take the  U.S.  was  that  it  had  only  one-tenth  the  number  of  lawyers, 
per  capita,  that  the  U.S.  had.  One  reason  America  has  so  many 
lawyers  is  that  it  is,  and  always  has  been,  easier  to  become  one  in 
the  U.S.  than  anywhere  else.  This  is  part  of  the  greater  freedom  of 
choice  and  action  that  is  the  source  of  American  dynamism. 

There  are  outstanding  cases  of  Americans  who  hailed  from  the 
hinterlands  and  had  little  social  standing,  such  as  Abraham  Lincoln 
and  Andrew  Jackson,  who  used  the  law  as  their  first  step  on  the  road 
to  the  White  House.  Lincoln's  career  is  especially  instructive.  Com- 
ing from  his  impoverished  background,  he  could  never  have  become 
a  lawyer  in  the  England,  Germany  or  France  of  his  day.  And  Lincoln 
was  a  good  lawyer — not  only  professionally  but  also  morally.  If  one 
cites  him  as  evidence  that  the  proliferation  of  lawyers  in  America  is 
not  necessarily  an  evil,  one  must  also  cite  the  way  in  which  he  chose 
to  practice  law.  A  letter  (dated  Feb.  21, 1856)  that  he  wrote  from  his 
law  office  in  Springfield,  111.  to  a  George  P.  Floyd  of  Quincy,  111.: 
"Dear  Sir, 

I  have  just  received  yours  of  16th,  with  check  on  Flagg  &  Sav- 


age for  twenty-five  dollars.  You  must  think  lama  high-priced  man. 
You  are  too  liberal  with  your  money. 

Fifteen  dollars  is  enough  for  the  job.  I  send  you  a  receipt  for  fif- 
teen dollars,  and  return  to  you  a  ten-dollar  bill. 
Yours  truly, 
A.  Lincoln" 

This  is  a  beautiful  letter — brief,  simple  and  practical.  Lincoln 
doesn't  argue  the  point,  just  returns  ten  dollars.  A  copy  of  this  let- 
ter ought  to  hang  over  the  desk  of  each  partner  in  every  law  firm 
in  the  U.S. 

It  was  not  that  Lincoln  underpriced  himself.  Quite  the  reverse. 
At  one  point  he  took  on  a  troublesome  and  time-consuming  case 
for  the  Illinois  Central  Railroad  Co.  He  eventually  won  the  case, 
saving  the  railroad  (by  his  calculations)  $500,000.  Lincoln 
thought  his  services  worth  $5,000,  but  when  the  company  tried 
to  fob  him  off  with  $250,  he  took  them  to  court  and  won. 

Lincoln's  view  of  the  law  has  direct  relevance  to  today's 
compensation-culture  debate.  There  survives  from  the  1850s 
a  paper  he  wrote  to  a  young  man  contemplating  the  law  as  a  pro- 
fession. The  paper  is  entided  "Notes  on  the  Practice  of  Law"  and 
ought  to  be  required  reading  for  all  law  students  today.  In  it  Lin- 
coln admonishes:  "Never  stir  up  litigation.  A  worse  man  can 
scarcely  be  found  than  one  who  does  this."  A  lawyer,  he  also  says, 
should  always  "discourage  litigation.  Persuade  your  neighbors  to 
compromise  whenever  you  can.  Point  out  to  them  how  the  nom- 
inal winner  is  often  a  real  loser — in  fees,  in  expenses  and  waste  of 
time.  As  a  peacemaker  the  lawyer  has  a  superior  opportunity  of 
being  a  good  man.  There  will  still  be  business  enough." 

Honest  Abe's  Advice 

I  often  wonder  what  Lincoln  would  make  of  the  state  of  the  law 
today.  I  doubt  that  he'd  approve  of  Mrs.  Blair's  representation. 
Lincoln  believed  the  great  virtue  of  the  law  was  that  it  provided 
the  best  means — often  the  only  means — of  obtaining  justice 
without  violence. 

I  think  he'd  have  felt  that  compensation-culture  cases  are  too 
often  the  pursuit  of  easy  money,  not  justice.  He  thought — and 
said  in  his  advice  to  the  young  man — that  accusations  against 
lawyers  as  being  dishonest  were  exaggerated.  He  continued: 
"Resolve  to  be  honest  at  all  events;  and  if,  in  your  own  judgment, 
you  cannot  be  an  honest  lawyer,  resolve  to  be  honest  without 
being  a  lawyer." 

A  good  example  of  Honest  Abe's  unrivaled  ability  to  speak 
truth  on  a  complex  issue,  in  the  smallest  number  of  words.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center 
for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this 
column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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By  Rich  Karlgaard,  publisher 


Roger  Maris  Belongs  in  the  Hall 


THE  CASE  AGAINST  BARRY  BONDS  IS  DEVASTATING.  AS  CHRON- 
icled  in  the  new  bestseller  Game  Of  Shadows,  Bonds  began  using 
steroids  in  1998.  Always  a  gifted,  natural  athlete,  Bonds  was  also 
the  perfect  five-tool  ballplayer:  He  could  run,  field,  throw,  hit  for 
average  and  belt  the  ball  a  mile.  But  in  1998  Bonds,  according  to 
authors  Mark  Fainaru-Wada  and  Lance  Williams,  developed  an 
uncontrollable  envy  of  St.  Louis  Cardinal  slugger  Mark  McGwire. 

Recall  that  in  1998  McGwire  and  Chicago  Cubs  outfielder 
Sammy  Sosa  were  lighting  up  the  sports  world  with  their  home- 
run-record  chase.  America  was  riveted.  Home-run  records  hadn't 
been  broken  often:  It  had  been  37  years  since  New  York  Yankees 
right  fielder  Roger  Maris  had  hit  61,  eclipsing  Babe  Ruth's  1927 
record  of  60.  As  the  prideful  Bonds  watched  crowds  gather 
around  McGwire,  he  went  nuts.  And  made  his  fateful  decision. 

The  rest  of  the  story  you  know.  Bonds,  who  had  entered  the 
majors  in  1986  at  a  sprinterlike  185  pounds,  won  his  first  two  pre- 
steroid  MVPs  (1990, 1992)  at  that  weight.  During  the  three  months 
between  the  1998  season  and  1999  spring  training  Bonds  ballooned 
to  225  pounds,  almost  all  of  it  muscle.  He  looked  as  ripped  as  a 
bodybuilder.  Bonds  exhibited  all  the  side  effects  of  steroids,  too. 
His  hair  fell  out  in  patches,  prompting  him  to  shave  his  head.  His 
head  appeared  to  be  bigger.  His  back  was  covered  with  acne. 
His  sour  personality  boiled  into  sudden  rages:  A  former  girlfriend 
says  he  put  his  hands  around  her  throat  and  threatened  to  kill  her. 

These  are  lurid  details,  of  course.  But  the  book  stands  up.  The 
authors  conducted  more  than  200  interviews  and  used  grand  jury 
testimony  from  the  Balco  (Bay  Area  Laboratory  Cooperative)  case. 
(Balco  allegedly  sold  steroids  and  human  growth  hormone  to 
Bonds.)  Bonds  has  never  tested  positive  for  steroids  or  HGH  and 
says  he  never  knowingly  took  steroids.  But  as  the  book  reports, 
Bonds  chose  Balco  because  that's  where  Olympic  athletes  went. 
The  International  Olympic  Committee  had  imposed  drug  tests 
that  were  far  more  rigorous  than  those  used  by  Major  League 
Baseball,  which  didn't  even  outlaw  steroids  until  2003.  The  think- 
ing was  that  if  Olympic  athletes  had  found  a  steroid/HGH  regimen 
that  could  evade  the  tests,  then  that  was  the  regimen  to  use. 

Bonds  hit  73  home  runs  in  2001,  breaking  McGwire's  record  of 
70.  As  the  2006  season  begins,  Bonds  now  stands  47  home  runs  shy 
of  Hank  Aaron's  career  record  and  only  6  shy  of  Ruth's  fabled  714. 

Bonds'  73  home  run  blasts  are  not  the  only  tainted  record.  Dur- 
ing the  1998  season  McGwire  admitted  to  taking  oral  androstene- 
dione,  an  androgenic  steroid  that  increases  the  body's  level  of  testos- 
terone. "Andro"  is  now  banned  by  the  NFL,  the  NCAA  and  the  IOC 
but  was  perfectly  legal  in  MLB  in  1998.  Jose  Canseco  claims  he  often 
injected  McGwire  with  steroids.  As  for  Sammy  Sosa,  let's  remember 
that  he  entered  the  majors  in  1989  as  a  185-pounder,  a  weight  he 
maintained  until  1996.  He  hit  his  66  zingers  in  1998  weighing  232. 


All  this  brings  us  back  to  Roger  Maris.  In  1961  he  slammed 
out  his  61  home  runs  during  baseball's  first  162-game  season. 
Ruth  hit  his  60  in  a  season  of  154  games,  the  standard  length 
from  1904  to  1960.  But  few  recall  that  Maris  hit  his  60th  home 
run  in  his  684th  plate  appearance.  It  took  Ruth  689. 

"Best  AJl-Around  Baseball  Player  I  Ever  Saw" 

Maris  has  never  made  it  into  the  Baseball  Hall  of  Fame,  and  that  is 
a  scandal.  The  case  against  Maris  is  this:  a  somewhat  short  career 
(1957  to  1968)  and  a  weak  batting  average  (.260  career).  Maris 
batted  only  .269  in  his  famous  year  of  1961.  It  didn't  help  that  he 
was  extremely  shy,  a  cold  North  Dakotan  of  Croatian  heritage, 
and  unpopular  with  fans,  unlike  teammate  Mickey  Mantle. 

The  case  for  Maris  to  be  named  to  the  Hall  is  much  more  pow- 
erful. He  was  a  two-time  league  MVP  winner  (1960,  1961).  Of  the 
1 1  Major  Leaguers  who  have  won  back-to-back  MVPs  and  are  eli- 
gible for  the  Hall,  only  Maris  and  Dale  Murphy  have  not  been 
inducted.  Maris'  low  batting  average  isn't  all  that  damaging.  Base- 
ball statistics  gurus,  such  as  Bill  James,  have  shown  that  batting 
average  may  be  the  most  overrated  stat  in  the  game.  Maris  walked 
a  lot  and  drove  people  home,  including  himself  61  times  in  1961. 

Mickey  Mantle  said  this:  "Roger  Maris  was  the  best  all-around 
baseball  player  I  ever  saw."  Maris  was  a  Golden  Glove  right  fielder 
with  a  howitzer  arm.  He  was  an  extremely  fast  runner.  In  1951,  as 
a  high  school  footballer  at  Fargo,  N.D.'s  Shanley  High,  Maris 
returned  four  kickoffs  for  touchdowns  in  a  single  game. 

What  about  the  short  career?  In  1965  Maris  developed  hand 
problems.  He  couldn't  check  his  powerful  swing,  which  left  him 
vulnerable  to  a  high  rate  of  strikeouts.  So  he  instead  became  a  slap 
hitter,  a  role  he  played  on  the  1967  world  champion  St.  Louis  Car- 
dinals. Had  Maris  had  access  to  today's  huge  advances  in  sports  med- 
icine, it's  likely  he  could  have  enjoyed  a  longer  career  as  a  slugger. 

Steroids  began  to  trickle  into  American  sports  in  the  mid- 
1960s.  A  decade  later  Eastern  bloc  women  on  steroids  began 
obliterating  every  track  and  field  record.  Today  any  high-level 
sport  demanding  bursts  of  strength  or  speed  is  suspect.  Users 
have  been  one  step  ahead  of  testers — almost  always. 

However,  1961  was  still  an  age  of  innocence.  Roger  Maris  was 
6  feet  tall  and  197  pounds  when  he  began  that  season.  By  seasons 
end,  wracked  by  tension  and  smoking  cigarettes  like  a  fiend — 
which  might  have  contributed  to  his  death  at  51  from  lym- 
phoma— Maris  was  down  to  185  pounds. 

Do  you  think  any  185-pounder  could  hit  61  home  runs 
today?  Not  a  chance.  Maris  belongs  in  the  Hall.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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More  Gloom  for  Retailers 

Impulsive  consumers  tend  to  be  less  so  after  their  first 
on-the-spot  act,  an  academic  study  says.  Professors  Utpal 
M.  Dholakia,  Mahesh  Gopinath  and  Richard  P.  Bagozzi 
experimented  by  tempting  student  volunteers  with  a 
series  of  decisions  about  desirable  clothes,  rich  desserts, 
recreational  activities  and  financial  windfalls,  then 
observing  their  choices.  The  conclusion:  The  desire  for 
impulsive  options  is  "consumed  in  the  first  task,"  leading 
to  a  "sequential  mitigation  effect"  that  reduces  the 
chances  of  a  second  what-the-hell  buy  on  the  same 
shopping  trip.  — Tatiana  Serafin 


Informer  

INFORMER@FORBES.COM 

The  REIT  Stuff,  Eh? 

Long  overshadowed  financially  by  the 
U.S.,  Canada  has  developed  a  niche  ap- 
plying the  tax-favorable  pass-through 
element  of  real  estate  investment  trusts 
to  other  endeavors.  Among  north-of- 
the-border  opportunities:  the  Liquor 
Stores  Income  Fund,  the  Movie  Dis- 
tribution Income  Fund  and  the  Pizza 
Pizza  Royalty  Income  Fund.  These  and 
other  REIT-like  entities  now  compose 
10%  (by  market  cap)  of  the  Toronto 
Stock  Exchange — even  after  one,  the 
main  unit  of  Heating  Oil  Partners  Income  Fund,  ended  up  in  a  U.S. 
bankruptcy  court.  Canada's  trust  titan:  Calgary  natural  gas  baron 
Clayton  Riddell  (above).  Since  spinning  off  assets  starting  in  2003 
from  his  Paramount  Resources  into  Paramount  Energy  Trust  and 
Trilogy  Energy  Trust,  Riddell  (net  worth:  US$2  billion)  has  collected 
some  $200  million  in  distributions.  Other  Riddell  trusts  spread 
money  from  a  beer  company  and  a  waste  disposal  firm. 

— Nathan  Vardi 

Enron  on  the  Hudson? 

A  little-noticed  civil  lawsuit  in  New  Jersey  by  the  trustee  of 
defunct  New  York  City  testing  lab  Impath  against  auditor  KPMG 
contains  these  claims:  (1)  Two  Impath  managers  behind  the 
accounting  fraud  that  sank  the  company  were  previously  KPMG 
auditors  on  the  Impath  account,  and  (2)  to  boost  revenue  and 
hide  expenses  they  gamed  an  accounts-receivable  tracking  sys- 
tem that  Impath  had  bought  for  $2.6  million — from  KPMG.  The 
accountancy  denies  any  liability.  The  two  alums  are  among  six 
ex-Impath  execs  convicted  of  criminal  charges.  This  colorful 
group  includes  former  chief  executive  Anuradha  D.  Saad,  given 
three  months  after  admitting  that  she  billed  personal  expenses  to 
the  firm.  —Elizabeth  MacDonald  and  William  P.  Barrett 


All  in  the  Family 

The  Internal  Revenue  Service  says  Glenn  Nussdorf,  the  New 
Yorker  who  heads  his  family's  Quality  King  Distributors  (number 
1 13  on  the  Forbes  Largest  Private  Companies  list),  used  an  abu- 
sive tax  shelter  with  his  spouse,  brother,  sister-in-law  and  sister  to 
shield  taxes  on  $80  million  of  income  in  1999  and  2000.  The  clan 
is  in  various  federal  courts  fighting  a  demand  for  $45  million 
more  in  taxes  and  penalties.  Their  filings  say  Nussdorf,  described 
as  an  "experienced  investor,"  implemented  a  "high  risk/higher 
reward"  strategy  that  used  foreign  currency  options  and  deals 
with  AIG,  but  that  an  unexpectedly  weakening  euro  created  huge 
losses.  Just  another  sham,  the  feds  say.  — Janet  Novack 

Highway  Robbery 

Thinking  of  buying  a  Prius  with  its  estimated  $3,150  tax  credit 
for  hybrid  vehicles?  You  better  check  first.  It  turns  out  that  the 
break  isn't  available  to  the  4.5  million  taxpayers  who  pay  the 
alternative  minimum  tax.  Moreover,  another  19  million  taxpay- 
ers knocking  at  the  AMT  door  would  get  only  part  of  the 
gimme— and  even  then  only  if  Congress  passes  a  temporary  AMT 
patch.  A  hybrid  fix  is  in  the  Senate  version  of  a  tax-cut  bill — but 
not  the  House's.  —Ashlea  Ebeling 


When  Trilogy  Gets  on  Board,  Watch  Out! 


For  large  fees  and  equity  positions  Trilogy  Capital  Partners  of  Los  Angeles  promotes  tiny,  obscure,  profitless  companies  like 
those  below.  Shares  eventually  tend  to  rise  sharply— then  fall  and  stay  down.  Trilogy  President  Paul  Karon  says  our  analysis  is 
simplistic  and  unfair.  —Matthew  Rand  and  W.P.B. 


COMPANY  |  HEADQUARTERS 


STATED  PRODUCT 


RECENT 
PRICE 


%  CHANGE 
FROM  PEAK 


SALES 
($MIL) 


MARKET  CAP 
(SMIL) 


Biophan  Technologies  |  West  Henrietta,  N.Y.  nanotechnology 


$1.62 


-48% 


$1 


$121 


Callisto  Pharmaceuticals  |  New  York,  N.Y. 
Dermisonics  |  Irvine,  Calif. 


drug  development 


1.64 


55 


skin-based  drug  delivery  0.63 


-43 


26 


Isonics  I  Golden,  Coio. 


homeland  security 


1.45 


-78 


16 


47 


MIV  Therapeutics  |  Vancouver,  B.C. 


medical  device  coatings      1 .00 


-43 


67 


Sense  Holdings  |  Sunrise,  Fla. 

biometric  security 

0.33 

-23 

0 

11 

Universal  Detection  Tech.  |  Beverly  Hills,  Calif. 

bioterrorism  defense 

0.09 

-61 

0 

5  V 

Xenomics  |  New  York,  N.Y. 

medical  diagnostics 

1.83 

-61 

0 

34  \ 

Sources:  Company  filings  and  statements,  stock  price  databases. 
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If  you're  still  not  using  FedEx,  you're  running  out  of  excuses. 

Don't  worry  about  international  shipping.  Just  call  FedEx  and  we'll  do 
the  rest.  With  FedEx  you  can  ship  almost  anything  from  documents  to 
freight.  And  we  offer  more  delivery  choices  to  Asia  —  from  economy 
to  priority.  We'll  even  help  you  with  all  of  the  paperwork  and  customs 
clearance.  Take  your  company  global  —  now  there's  no  reason  not 
to.  Go  to  fedex.com  to  see  how  easy  international  shipping  can  be. 


Express 


Relax,  it's  FedEx. 


On  My  Mind  

By  Matthew  Gentzkow,  assistant  professor  of  economics  at  the  University  of  Chicago 

Graduate  School  of  business 


Long  Live  the  Boob  Tube 

Television  makes  kids  smarter.  D'oh! 


everyone  knows  that  television  is 
bad  for  kids.  In  a  recent  survey  84%  of 
pediatricians  said  they  believe  pre- 
school viewing  negatively  affects  brain 
development.  The  American  Academy 
of  Pediatrics  recommends  zero  televi- 
sion exposure  for  children  under  two 
and  a  strictly  limited  TV  diet  for  older 
children.  Dozens  of  published  papers 
claim  to  show  television's  negative 
effects  on  a  range  of  cognitive  and  aca- 
demic outcomes. 

I  don't  buy  it.  A  recent  study  I  con- 
ducted with  fellow  economist  Jesse 
Shapiro  found  that  the  effects  of  early- 
childhood  television  viewing  on 
academic  performance  are,  if  anything, 
positive. 

How  could  all  those  other  studies  be 
wrong?  Most  of  them  are  based  on  a 
flawed  design.  They  measure  how  much 
television  is  watched  by  a  sample  of  chil- 
dren, then  ask  whether  those  who  watch 
a  lot  do  worse  than  those  who  watch  less. 

But  children  who  watch  a  lot  of  TV 
differ  in  significant  ways  from  children 
who  spend  less  time  in  front  of  the  tube. 
Heavy  viewers  tend  to  be  poorer,  have 
less  educated  parents  and  be  more  likely 
to  live  with  a  single  mother.  Indeed, 

almost  any  factor  you  can  think  of  that  predicts  having  a  hard 
time  in  school  also  predicts  heavy  TV  consumption.  This  makes 
it  nearly  impossible  to  draw  reliable  conclusions  about  the  causal 
effect  of  TV. 

So  we  took  a  different  approach.  We  looked  for  a  watershed 
event  that  caused  a  significant  change  in  the  amount  of  TV  young 
children  watched  but  was  not  itself  related  to  their  cognitive 
development.  One  unique  event  fits  the  bill  perfectly:  the  intro- 
duction of  television  itself. 

Television  hit  the  U.S.  in  the  late  1940s  and  early  1950s.  In  most 
places  it  took  less  than  a  decade  for  80%  of  families  to  buy  TVs,  and 
by  1950  the  average  elementary-school-age  child  whose  family  had 
a  set  was  watching  two  and  a  half  to  three  hours  a  day.  Another  de- 
velopment helped  our  study:  Cities  got  TV  at  different  times,  from 
1945  in  such  cities  as  Albany,  N.Y.  to  1953  in  Denver,  Colo. 


Kids  who  grew  up 
with  TV  scored  the 
equivalent  of  25  points 

higher  on  the 
 verbal  SAT. 


We  were  also  fortunate  that  Congress 
commissioned  a  huge  survey  of  Ameri- 
can schools,  called  the  Coleman  Report, 
as  part  of  the  Civil  Rights  Act  of  1964. 
More  than  300,000  junior  high  and  high 
school  students  took  a  battery  of  stan- 
dardized tests.  We  compared  the  test  re- 
sults of  students  who  had  TV  when  they 
were  young  to  those  whose  cities  had  not 
yet  gotten  TV.  A  child  born  in  Albany  in 
1947,  for  example,  could  have  had  TV  her 
whole  life,  while  a  child  born  in  Denver 
couldn't  watch  until  age  6.  If  TV  harms 
cognitive  development,  the  Denver  child 
should  have  performed  significantly  bet- 
ter than  the  Albany  child. 

Our  analysis  conclusively  rejects  the 
hypothesis  that  TV  had  a  negative  effect  In 
specific  areas  like  reading  and  general 
knowledge  (geography,  science,  current 
events  and  so  forth),  the  evidence  suggests 
that  kids  who  grew  up  with  TV  scored 
higher.  The  size  of  the  gain  on  these  tests 
was  of  a  magnitude  roughly  equivalent  to 
25  points  on  the  verbal  SAT. 

Of  course,  this  approach  measures 
only  the  effect  of  1950s-era  TV  and 
doesn't  rule  out  the  possibility  that 
today's  content  is  much  more  damag- 
ing. But  is  /  Love  Lucy  (the  most  popu- 
lar kids'  program  in  1953)  more  intellectually  challenging  than 
The  Simpsons  (the  most  popular  kids'  program  in  2003)?  Some 
scholars  argue  the  opposite,  that  today's  content  is  more  demand- 
ing. If  so,  the  positive  effects  of  TV  could  be  even  greater  today. 

Our  study  yielded  one  other  important  finding:  The  benefits 
of  TV  are  especially  significant  for  kids  whose  non-TV  alterna- 
tives provided  relatively  less  academic  stimulus.  Children  whose 
parents  did  not  speak  English  as  a  first  language,  for  example, 
benefited  especially  from  the  verbal  input  of  TV.  The  gains  were 
also  large  for  children  whose  parents  didn't  finish  high  school  or 
who  reported  that  their  parents  did  not  read  to  them  as  children. 

Introducing  television  may  have  had  many  negative  effects, 
from  retarded  social  skills  to  increased  obesity.  But  the  evidence 
clearly  suggests  that  harm  to  academic  or  cognitive  development 
was  not  one  of  them.  F 
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Super  Handling  All-Wheel  Drive." 
Offers  dramatically  improved 
traction  and  handling  in  almost 
all  weather  conditions. 


Tire  Pressure  Monitoring  System. 
Alerts  the  driver  if  tire  pressure 
drops  to  critical  levels. 


Acura.  Safety  through  innovation. 

We've  devoted  countless  hours  to  research, 
testing  and  development.  Repeatedly 
earned  the  coveted  NHTSA  5-star  crash- 
safety  rating.  And  even 
developed  one  of  the 
world's  most  advanced 
vehicle  body  structures.  But 
no  amount  of  technology 
can  account  for  the  fact 
that  sometimes  accidents  just  can't  be 
avoided.  And  therein  lies  the  basis  of  our 
newest,  most  leading-edge  safety  system. 

Collision  Mitigation  Braking  System. 

CMBS'"uses  a  radar  signal  to  help  detect 
potential  hazards  ahead.  Then,  after  a 
series  of  instantaneous  calculations, 
including  distance  and  closing  speed, 
the  system  can  react.  It  can  give  you 
auditory  and  visual  warnings,  a  tug  on 
the  seat  belt,  and,  when  necessary,  even 
initiate  strong  braking  in  order  to  lessen 
the  severity  of  an  inevitable  impact! 


® 

ACURA 


As  you  can  see,  we're  quite  serious  about 
protecting  our  drivers  and  passengers.  It's 
why  we've  incorporated  so  many  advanced 
safety  systems.  Like  the  Active  Front 
Lignting  System  (AFS),  Vehicle 
Stability  Assist  (VSA*) 
with  traction  control, 
and  Michelin3  PAX* 
run-flat  tires. 

But  what  if?  Unfortunately,  accidents 
happen.  So  even  more  extraordinary 
measures  had  to  be  taken.  Like  Acura's 
Advanced  Compatibility  Engineering™ 
(ACE™)  body  structure.  It  is  designed  to 
help  reduce  frontal-impact  forces  by 
dispersing  and  absorbing  crash  energy  and 
to  help  reduce  misalignment  of  vehicles 
of  differing  size. 

So  why  do  we  go  to  such  great  lengths? 
Simple.  When  you're  on  the  road,  we 
feel  the  best-case  scenario  is  never  to 
experience  the  worst-case  scenario. 


r  caill-800-Tc-Acura  for  more  information.  ©2006  Acura.  Acura,  RL.  Coliision  Mitigation  Brafci 
leering  (ACE)  are  trademarks  of  Honda  Motor  Co.,  Ltd.  Michel*  and  PAX  are  registered  trademarks  r. 
for  attentive  driving.  Government  star  ratings  are  part  of  the  National  Highway  Traffic  Safety 
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Red  Tape 
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In  Russia— with  luck:  William  Browder. 


Our  story  about  William  Browder  ran 
with  a  big  picture  of  the  41 -year-old 
investor  strolling  through  Red  Square. 
Browder,  who  controls  the  largest  Russia- 
dedicated  hedge  fund  and  is  one  of  the 
West's  foremost  boosters  of  Vladimir 
Putin's  policies,  had  given  us  the  photo. 
But  he  failed  to  mention  that  he  was  keep- 
ing a  secret:  Since  November  2005  Brow- 
der has  been  barred  by  Russian  authorities 
from  entering  the  country.  The  6,000 
investors  in  his  $2.7  billion  Hermitage 
Fund  were  also  in  the  dark  about  Brow- 
der's  travel  restrictions. 

What  happened?  Russian  authorities 
are  citing  a  law  that  allows  officials  to  pro- 


FLASHBACKS 


hibit  entry  to  anyone  they  believe  poses  a 
threat  to  public  safety  or  health.  Browder, 
who  refuses'to  speculate  on  the  reasons 
for  the  Russian  government's  actions,  has 
been  biding  his  time  in  London. 
In  mid-March  the  Hermitage 
Fund  finally  released  a  statement 
about  Browder's  travel  restric- 
tions, saying  that  Hermitage  has 
been  working  with  senior  Russ- 
ian officials  to  resolve  the  situa- 
tion. The  statement  adds  that 
Browder's  situation  has  "had  no 
impact  on  the  performance  or 
operations  of  the  Hermitage 
Fund,"  which  is  up  43%  since 
November.  — Michael  Freedman 

OCTOBER  4,  1999 


Cashing  In 


We  were  impressed  by  little-known  North 
Fork  Bancorp,  one  of  the  most  efficient, 
profitable  banks  of  its  size.  Now  Capital 
One  Financial  is  paying  $14.6  billion  to 
swallow  up  North  Fork's  $58  billion  in 
assets  (see  p.  104).  Since  our  story,  North 
Fork  has  morphed  from  a  pint-size 
regional  player  into  the  nation's  22nd- 
largest  bank.  North  Fork  shareholders  will 
receive  a  23%  premium.  The  deal  is  even 
sweeter  for  North  Fork's  maverick  chief, 


John  Kanas,  who  will  head  up  Capital 
One's  banking  operations  and  receive 
an  estimated  $185  million,  including 
$44  million  to  help  cover  his  income 
taxes.  About  his  huge  payout,  Kanas 
explains  that  he  had  put  off  vesting  his 
restricted  shares  until  retirement  or  change 
of  ownership.  The  stock  is  up  180%  since 
our  story.  — Helen  Coster 

JUNE  6,  2005 

Bad  Medicine 

Last  year  we  looked  at  the  federal  govern- 
ment's decision  to  award  an  $878  million 
contract  to  develop  75  million  doses  of 
anthrax  vaccine  to  a  little-known  biotech 
firm,  VaxGen  of  Brisbane,  Calif.  VaxGen 
had  never  made  a  licensed  vaccine  and 
was  known  mainly  for  a  failed  AIDS  vac- 
cine. In  addition,  Nasdaq  delisted  the 
company  in  2004  for  failing  to  file  timely 
financial  reports.  Since  our  story,  VaxGen 
received  disappointing  results  in  its  sec- 
ond trial  of  the  vaccine.  The  company 
says  it  will  miss  the  November  2006  dead- 
line on  its  first  batch  of  25  million  con- 
tracted doses  and  wants  an  extension. 
The  government  declined  comment, 
except  to  say  that  plans  for  an  anthrax 
vaccine  stockpile  are  moving  forward. 

— Elizabeth  MacDonald 


85  YEARS  AGO  IN  FORBES  |  APRIL  2.  1921 

Make  Peace,  Not  Taxes  There  is  only  one  way  of 

cutting  taxation  as  it  ought  to  be  cut,  namely,  by  ceasing  our 
insensate  preparations  for  more  war.  We  have  launched  the 
most  costly  navy-building  program  in  the  history  of  the  world. 
For  what  purpose?  Taxes  are  bowing  the  backs  of  the  people  of 
almost  every  land.  Crushing  taxation  has  been  the  incentive  for 
more  than  one  revolution.  The  best  way  out  is  to  turn  from  the 
warpath  and  seek  the  path  of  peace. 

30  YEARS  AGO  IN  FORBES  |  APRIL  1, 1976 

Here's  the  Beef  Wendy's  International  of  Columbus,  Ohio 
hopes  to  be  to  McDonald's  as  Neiman-Marcus  is  to  Woolworth's. 
It  uses  onty  fresh,  not  frozen,  meat,  sells  its  hamburgers  for  as 
much  as  $1 .69  and  offers  a  drive  up  window  for  takeout  service. 
Wendy's,  which  now  runs  282 restaurants  in  the  U.S.  and 
Canada,,  is  the  brainchild  of  Ft".  David  Thomas. 

Wendy's  has  been  struggling  with  a  drop  in  same-store  sales  for 
five  consecutive  quarters. 


20  YEARS  AGO  IN  FORBES  |  FEBRUARY  10,  1986 

Sharpening  Its  Image  The  toughest  problem  with 

small  businesses  isn't  getting  them 
started.  It's  keeping  them  growing. 
Take  The  Sharper  Image,  the  fancy 
gadgets  mail-order  outfit  operat- 
ing from  swank  headquarters  in 
downtown  San  Francisco.  It  was 
started  in  1977  by  Richard  Thal- 
heimer, who  was  then  just  29. 
Now,  at  37,  Thalheimer  is  a  multi- 
millionaire with  an  ego  to  match. 
But  the  company's  growth  has 
slowed,  forcing  Thalheimer  into  a 
major  gamble.  He  is  opening  retail  stores  around  the  country, 
in  the  hope  that  he  can  reach  a  whole  segment  of  shoppers 
untouched  or  unmoved  by  his  catalogs. 

Sharper  Image  stock  dropped  24%  in  the  last  year;  an  investor 
group  is  seeking  to  replace  the  board. 


Richard  Thalheimer. 
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Which  CFO  has  an  accountable  health  benefits  company? 


Optimizing  your  company's  financial  results  in  the  face  of  spiraling  health  care  costs  is  a 
challenge.  Minimize  the  stress  by  choosing  a  health  care  company  that's  affordable  and 
accountable.  ■  We're  UnitedHealthcare,  a  national  health  care  company  dedicated  to  tailoring 
high  quality,  affordable  health  benefit  solutions  that  work  for  your  company.  Here's  how: 

^  Simply  Accountable*""  -  provides  up  to  30%  guaranteed  health  care  cost  savings  for 

new  self-funded  customers 
^  DefinitySM  HSAs  and  HRAs  -  give  your  employees  control  over  their  health  and  health 

care  spending  with  our  industry-leading,  cost-effective  consumer-driven  plans 
Q  Packaged  Savings5"  -  save  on  combined  dental,  vision,  life  or  disability  plans  -  and 

simplify  your  administrative  workload 
^  Total  Affordability  Management^  -  take  advantage  of  our  unique  approach  to  working 

with  physicians,  hospitals  and  consumers  to  optimize  health  care  quality  and  affordability 

We're  UnitedHealthcare,  and  we're  a  health  care  company  you  can  hold  accountable. 


To  learn  more  about  our  innovative  products  and  programs,  contact  your  broker  or 
consultant  or  visit  www.uhc-accountable.com/forbes 


UnitedHealthcare* 

It  just  makes  sense.* 


ative  services  to  self-funded  plans  provided  by  United  HealthCare  Insurance  Company  or  United  HealthCare  Service  LLC.  Insurance  coverage  provided  by  or  through  United  HealthCare  Insurance  Company.  United  HealthCare  Insurance  Company 
ork.  or  their  affiliates.  Packaged  Savings  program  may  not  be  available  in  all  states  UnitedHealthcare's  Definity  Health  Savings  Account  high  deductible  medical  plan  (Definity  HSA)  complies  with  IRS  requirements  and  allows  eligible  enrollees 
Health  Savings  Account  with  a  bank  of  their  choice.  "Definity  HSA"  refers  generally  to  the  product  that  includes  a  HDHR  although  in  some  cases  "Definity  HSA"  may  refer  only  to  the  Health  Savings  Account  UnitedHealthcare's  Definity  Health 
Reimbursement  Account.  (Definity  HRA).  combines  a  medical  benefit  plan  with  an  employer  funded  account  ©  2006  United  HealthCare  Services.  Inc  ■ 
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Chief  Executive  Paul  Otellini 
udly  wears  the  bunny  suit  donned 
by  Intel  factory  workers. 


Onlyt 

Big  mistakes  and  a  small 
but  scrappy  rival  have 
humbled  Intel.  But  the 
fight  isn't  all  gone  from 
the  chip  giant. 
By  David  Whelan 


A 


NDY  GROVE  HOSTED 
a  strategy  meeting 
at  Intel  headquar- 
ters in  December. 
Intel's  famously 
demanding  former 
chief  quietly  lis- 
tened to  executives  politely  pondering 
how  Intel's  microprocessors  will  be  shaped 
by  trends  like  Web  computing.  When  the 
executives  filed  out,  Grove  stayed  behind 
for  a  one-on-one  meeting  with  Patrick 
Gelsinger,  who  runs  its  largest  division: 
desktop  and  server  chips.  He's  also  a 
Grove  protege. 

Grove  tore  into  him.  He  told 
Gelsinger  that  he  didn't  appreciate  sitting 
through  head-nodding  meetings  that 
lacked  the  drama  of  the  old  Intel.  Where 
was  the  shouting?  Who  was  challenging 
ideas  and  questioning  data?  Grove  told 
Gelsinger  he  better  shape  up.  "He  beat  the 
tar  out  of  me  for  not  being  confronta- 
tional," says  Gelsinger. 

A  creeping  mellowness  may  be  to 
blame  for  what  has  become  one  of  the 
messier  periods  in  Intel's  38-year-history. 
Last  month  Intel  warned  that  its  first- 
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Paranoid  Resurge 


juarter  revenue  would  be  $500  million 
ower  than  expected.  A  month  before, 
ntel  revealed  that  inventories  had  risen 
;ix  percentage  points  faster  than  sales  and 
hat  it  had  lost  eight  points  of  market 
;hare  in  high-priced  server  chips  to  its 
irchrival  Advanced  Micro  Devices.  Even 
joogle,  which  has  Intel  Chief  Executive 
5aul  Otellini  on  its  board,  has  been  buy- 
ng  lots  of  servers  with  AMD  chips. 

Intel  now  trades  at  14  times  trailing 
;arnings,  its  lowest  multiple  in  a  decade. 
VMD  has  a  multiple  of  100.  Intel  polled  its 
mployees  last  year  on  what  kind  of  bonus 
>ackage  they  wanted.  It  was  a  vote  of  no 
:onfidence:  Lose  the  stock  options,  bring 
m  stock  grants  and  cash. 

Its  AMD,  with  one-seventh  of  Intel's  rev- 
alue, that  has  been  exuding  Intel-like  cock- 
ness — making  predictions  that  its  server 
wocessor  called  Opteron  will  be  in  twice  as 
nany  server  designs  this  year.  Since  the 
Dpteron  debuted  in  2003,  it  has  taken  15% 
)f  the  server  market,  while  Intel's  server  and 
lesktop  business,  half  of  its  $39  billion  in  total 
evenue,  has  been  almost  flat.  Henri  Richard, 
^MDs  chief  of  sales,  relishes  parking  his 
>  170,000  Ferrari  430  next  to  Intel  executive 
iean  Maloney's  Toyota  Prius  when  they  over- 
ap  at  Gold's  Gym  in  Silicon  Valley.  "Our  gains 
ire  irreversible,"  Richard  says. 

Watch  your  back,  Henri.  Intel  is  getting 
>aranoid  again  and  bringing  a  rocket- 
auncher  to  AMD's  knife  fight.  This  year  Intel 
vill  lap  AMD  by  finally  scrapping  the  old 
'entium-chip  architecture  in  favor  of  a  suite 
)f  lower-temperature,  dual-core  micro- 


processors that  consume  35%  less  power 
and  increase  performance  by  80%.  Intel  is 
also  bringing  on  four  $3  billion  upgraded 
chip  factories  capable  of  producing  chips  on 
silicon  wafers  that  are  2.25  times  the  size 
of  AMDs  wafers  and  have  twice  as  many 
transistors  per  square  inch.  That  leapfrog- 
ging should  put  Intel's  gross  profit  margin, 
already  better  than  AMD's,  still  further 
ahead.  "We're  more  focused  and  more 
angry,"  says  Gelsinger.  "We're  ready  to 
turn  the  corner  and  prove  naysayers 
really  wrong." 

Or  to  punish  AMD  with  some  price 
cuts.  "Every  time  AMD  kisses  that  20% 
market  share  line  that  Intel  drew  in  the 
sand,  Intel  responds  with  price  cuts,"  says 
chip-manufacturing  expert 
G.  Dan  Hutcheson  of  VLSI 
Research. 

In  mid-March  Think- 
Equity  analyst  Eric  Ross  re- 
ported that  Chinese  mother- 
board makers  were  seeing 
drastic  Intel  price  cuts.  The 
prospect  of  a  price  war  took 
AMD's  stock  price  down  7%  in 
one  day  in  March. 

Intel  hopes  to  replicate 
everywhere  the  success  of 
its  mobile  and  notebook 
computer  division,  where 
sales  grew  59%  last  year  to 
$11  billion,  with  pretax 
profit  of  $5  billion.  Tradi- 
tionally, Intel's  prima  donna 
Pentium  engineers  in  Hills- 


boro,  Ore.  would  outdo  each  other  to  set 
clock-speed  records.  But  they  ran  into  a 
wall  when  the  last  Pentium  reached  3.8 
gigahertz  and  was  hot  enough  to  bake  a 
scone  inside  a  server.  Customers  were 
not  impressed  with  their  electricity  bills. 

AMD  leaped  at  the  opening  Intel  cre- 
ated by  rolling  out  Opteron  in  2003,  a  low- 
power,  high-performance  chip  for  servers 
now  sold  by  IBM,  Hewlett-Packard  and  Sun 
Microsystems. 

That's  when  Intel's  notebook  design 
team  in  Haifa,  Israel  started  to  look  like 
the  answer  to  Intel's  competitive  woes. 
The  Israelis  showed  with  the  Centrino 
mobile  platform  what  a  success  a  lower- 
power  chip  could  be.  It  sacrificed  speed 


Manufacturing  is  Destiny 

Despite  AMD's  recent  success,  Intel  can  still  produce 
six  times  as  many  cutting-edge  chips.  Result:  Intel 
can  overpower  AMD  on  price  and  new  features. 


200  Microprocessor  capacity 

(millions  of  square  inches) 

180 


Source:  VLSI  Research  Inc. 


'95   '96   '97   '98   '99   '00   '01    '02   '03   '04   '05  '06E 


APRIL  10,  2006       FORBES  43 


Qulfront 

for  features  like  wireless  connectivity 
and  long  battery  life. 

Now  Intel  is  combining  its  cost 
advantage  over  AMD  and  embrace  of 
cooler  chips  to  take  back  the  high-end 
server  business.  David  Colesante  is  the 
chief  technology  officer  at  VeriCenter,  a 
Houston  outsourcing  company  that 
runs  software  for  500  customers  using 
8,000  servers.  He  has  been  buying  AMD 
Opteron  servers  over  the  last  two  years 
to  lower  his  $500,000  monthly  electric- 
ity bills.  But  if  Intel  chips  were  priced  the 
same  as  AMDs  and  ran  cooler,  hed  come 
back.  "Intel  has  such  a  good  name  and 
such  a  good  reputation  that  it's  tough  to 
have  to  go  out  and  work  with  an  AMD," 
he  says. 

In  March  Intel  released  a  new  server 
chip  nicknamed  Sossaman  that  burns 
only  31  watts,  one-fifth  the  power  draw 
of  a  typical  server  chip,  and,  priced  at  as 
little  as  $209,  is  targeted  at  customers 
like  VeriCenter  and  Google  that  run 
banks  of  servers  in  tandem.  Come  sum- 
mer Intel  will  debut  a  whole  line  of  sim- 
ilarly low-power  chips  based  on  the 
Centrino  laptop  design  to  take  on 
Opteron  in  all  server  categories.  Intel 
will  be  tacking  on  extra  features  that 
corporate  buyers  crave,  such  as  the  abil- 
ity to  remotely  access  computers  and 
run  programs  in  isolation  so  that  the 
system  is  less  crash-prone. 

Intel  is  also  investing  $5  billion  in 
manufacturing  so-called  Nand  flash 
memory  with  Micron  Technology. 
Nand  memory  is  hot  in  devices  like  the 
iPod  but  can  also  be  combined  with 
server  processors  to  boot  up  computers 
instantaneously,  making  Intel-based 
servers  more  desirable. 

Intel's  ability  to  throw  its  weight 
around  won  it  the  high-profile  Apple 
account,  displacing  IBM  and  Freescale. 
AMD's  Richard  had  no  opportunity  to 
bid,  he  says,  because  Intel  offered  to 
deploy  600  Indian  engineers  to  help 
make  Apple  software  run  smoothly  on 
the  new  Intel  chips. 

"That  we  can  go  through  down- 
turns and  come  out  stronger  is  the 
mark  of  a  great  company,"  says  Intel's 
Gelsinger.  F 


Q&A 

Microsoft  and  Dinos 

As  Intel  plots  its  rebound,  longtime  partner  Microsoft  also  hopes  to  get  its 
groove  back  by  unleashing  what  Chief  Executive  Steve  Ballmer  calls  "an 
amazing  wave  of  innovation,"  rolling  out  at  least  a  dozen  new  products  this 
year,  including  updates  to  Windows  and  Office,  plus  programs  that  run  on 
smart  phones  and  the  Web.  But  the  new  apps  boast  so  many  tiny  buttons  and 
mind-boggling  connections  among  myriad  programs  that  eyes  were  glazing 
over  at  a  New  York  event  where  Microsoft  gave  a  sneak  peek  to  500  tech  buy- 
ers. FORBES  caught  up  with  Ballmer  right  after  the  event.        —Daniel  Lyons 


around  in  the  user  interface 
But  actually,  there  were  some 
things  I  didn't  even  know  we 
had  in  the  new  version  of 
Office  that  I  did  see  in  the 
demo. 

You  took  some  shots  at 
IBM.  Why  the  smack 
talk? 

Smack  talk?  I  don't  encour- 
age smack  talk  anymore. 
You  said  IBM  wasn't  a 
tech  company  anymore 

I  didn't  say  that.  What  I  said 
was  that  IBM's  focus  seems  to 
be  on  consulting  and  serv 
ices.  That's  quite  different 
than  being  focused  on  hard 
ware  and  software  innova- 
tion. What  are  the  exciting 
hardware  and  software  inno 
vations  from  IBM  over  the 
last  few  years? 
Microsoft  has  been  hounded  over 
antitrust  issues  for  15  years.  Has 
this  slowed  you  down? 
Of  course  there's  an  overhead  associated 
with  it.  But  I  tell  our  people,  lets  continue 
to  innovate,  let's  continue  to  be  successful, 
and  if  that  attracts  attention,  so  be  it. 
What  is  up  with  those  goofy 
dinosaur  ads  you  guys  run?  Do  you 
like  them? 

What  we're  trying  to  say  is  the  new  stuff  is 
better  than  the  old  stuff.  And  these 
dinosaur  ads,  they  do  the  job.  I  told  our  ai 
people,  I'm  going  to  start  suspending  m 
personal  bias  about  what  looks  good  and! 
looks  bad,  as  long  as  they  can  show  me 
research  data  that  supports  this  stuff.  F 


Apple  Computer  now  sells  Intel- 
based  computers  with  simple  user 
interfaces.  You're  going  the  opposite 
way  with  these  complex  programs. 
Do  you  think  a  regular  person  will 
be  able  to  operate  them? 
The  answer  is  yes.  Can  everybody  do 
everything?  No.  But  if  you  have  one  or 
two  users  who  can  do  everything  their 
work  enhances  the  productivity  of 
everybody. 

You  had  a  vice  president  run  the 
demo.  Could  you  have  run  it  your- 
self? 

Uh,  I  had  not  done  that  demo  before.  But, 
you  know,  could  I  have?  Yeah.  With  the 
little  notes  he  had  up  there,  I  could  have 
done  that  demo.  He's  mostly  just  clicking 
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Golden  Rule 


30 


Ratio  of  the  price  of  an  ounce  of 
to  the  price  of  a  barrel  of  oil 


Time  to  buy  gold?  Since  President  Nixon  took  the  dollar  off  the  gold  standard  in  1971,  the  price  of  an  ounce  of  gold 
has  been,  on  average,  16  times  the  price  of  a  barrel  of  oil.  Now,  with  gold  at  $555  but  oil  going  crazy  at  $64,  the  ratio 
has  collapsed  to  9.  Seemingly  a  sure  winner:  a  bet  on  a  rebound  in  the  gold/oil  ratio.  To  make  the  bet,  youd  buy  gold 
and  short  oil. 

Whoops— not  so  sure.  After  all,  the  same  logic 
would  have  dictated  shorting  oil  and  buying  gold 
four  years  ago,  when  the  ratio  was  at  a  below-normal 
12.  And  if  you  had  done  that  pair  of  trades  then,  you 
would  have  made  money  with  the  gold  but  more 
than  lost  it  going  bearish  on  oil. 

David  Tice,  a  Dallas  money  man  who  advises 
money  managers  what  stocks  to  avoid,  thinks  the 
ratio  will  go  up  but  more  from  a  rise  in  gold's  price 
than  from  any  decline  in  oil's  price.  Gold  will  hit 
$1,000  within  the  next  year  or  two,  he  predicts. 
But  he's  not  guaranteeing  it.  —Michael  K.  Ozanian 


Sources:  Energy  Information  Administration;  Bloomberg;  Zeal  Intelligence. 
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FAMILY  AFFAIR 


End  of  the  Line 

G.  Allen  Andreas  has  the  tough  job  of  handing  ADM, 
his  family's  legacy,  to  an  outsider  |  By  Emily  Lambert 


FOR  FOUR  DECADES  ARCHER  DANIELS 
Midland,  one  of  the  largest  agribusi- 
nesses in  the  world,  has  been  pub- 
licly held  but  dominated  by  one  family: 
that  of  storied  chief  Dwayne  Andreas. 
Andreas  and  his  brother  sold  their  com- 
pany to  adm  in  the  1960s.  Dwayne  took 
over  in  1970  and  grew  adm  sales  31 -fold 
in  27  years,  from  $450  million  to  $14  bil- 
lion by  1997. 

Then  Dwayne,  holding  only  a  4% 
stake  but  having  his  brother,  son  and  two 
nephews  on  the  payroll,  handed  adm  to 
one  of  the  nephews,  G.  Allen  Andreas. 
The  board— which  Dwayne  for  years  had 
stocked  with  relatives,  insiders  and 
allies— obligingly  went  along.  Yet  adm 
had  just  been  rocked  by  a  price-fixing 
scandal  that  would  cost  it  $100  million 
Last  man  in  fines  and  claim 

standing?  Archer  Dwavne's  original 
Daniels  Midland      .   •    u •  AJ.  ,  , 

tr-  „••  heir:  his  son,  Michael, 

Chief  G.  Allen 

Andreas.  who  was  found  guiltY 


of  price-fixing  and  served  two  years  in 
prison. 

Now  Allen  Andreas,  62  and  an  adm 
lifer  since  age  30,  must  hand  the  top  job 
to  a  successor.  "I'm  the  last  of  the 
Andreas  family  here  at  adm,"  he  says.  A 
final  decision  could  come  within  weeks, 
but  unlike  his  uncle,  Allen  is  having  a 
tough  time  having  much  influence  at  all. 
The  ten-seat  board,  dominated  in  the 
post-Enron  age  by  eight  independent 
directors,  has  appointed  a  four-member 
search  committee — without  inviting 
Andreas  to  join  it. 

He  has  been  eyeing  a  few  insiders  as 
possible  candidates.  "My  bias,  clearly, 
because  of  the  specific  culture  of  this 
company,  is  to  stay  with  someone  on  the 
inside,"  he  says.  But  the  adm  board  seems 
increasingly  likely  to  tap  an  outsider, 
maybe  even  someone  from  outside  the 
industry.  By  mid-March  the  board  was 
down  to  three  finalists,  all  of  them  from 
outside  adm,  hinted  one  person  familiar 
with  the  matter. 

Yet  Allen  Andreas  has  been  enor- 
mously successful  running  adm;  there's 
no  obvious  reason  to  shun  his  advice. 
When  directors  picked  him  in  1997  to 
rebuild  adm  postscandal,  they  had  wor- 
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ried  that  Allen  might  be  seen  as  "just 
another  Andreas,"  says  O.  Glenn  Webb, 
an  adm  board  member  since  1991.  But 
they  liked  Allen's  overseas  experience  and 
his  strong  sense  of  ethics,  Webb  says. 

Allen  moved  quickly  to  shore  up 
adm's  ethics  policies  and  expand  overseas, 
forging  ventures  in  Europe,  China,  Rus- 
sia, South  America  and  Africa,  adm's 
sales  more  than  doubled  in  eight  years  to 
$36  billion.  Its  stock  price  doubled  to  $35 
in  the  same  period,  twice  the  rise  in  the 
S&P  500  index. 

In  early  2005  Andreas  formed  an 
executive  committee  of  six  lieutenants, 
among  them  four  contenders  for  his  job: 
Paul  Mulhollem,  president  and  chief 
operating  officer;  David  Smith,  executive 
vice  president,  secretary  and  general 
counsel;  and  William  Camp  and  John 
Rice,  executive  vice  presidents.  Then  last 
fall  the  board  announced  a  search  for  a 
successor,  saying  it  would  look  at  candi- 
dates inside  and  outside  the  company. 


Mulhollem,  adm's  number  two,  abruptly 
quit  the  same  day.  (He  didn't  return  calls 
from  forbk  asking  him  to  talk  about  it.) 

The  board  named  four  independent 
directors  to  a  "select  committee"  to  run 
the  search  and  said  "this  is  a  continua- 
tion" of  Allen  Andreas'  work  on  a  succes- 
sion plan.  That  brought  a  rebuke  from  the 
finger-waggers  at  The  Corporate  Library, 
a  nonprofit  that  charged  he  has  too  much 
control  over  succession  planning. 

But  in  comparison  with  Dwayne's  day, 
it  looks  like  no  control  at  all.  Board  mem- 
ber Kelvin  Westbrook,  chief  executive  of 
Millennium  Digital  Media,  led  the  com- 
mittee, which  hired  headhunter  firm 
Spencer  Stuart  and  told  it  to  look  for 
someone  with  experience  as  a  chief  exec- 
utive. That  stipulation  alone  might  have 
ruled  out  Andreas'  insiders.  A  list  of  ideal 
candidates  was  drafted  and  kept  secret; 
Allen  wasn't  given  a  peek. 

Westbrook,  who  joined  the  adm 
board  in  2003,  says  limited  (but  substan- 


tive) input  has  been  sought  from  Allen 
Andreas,  who  has  been  at  adm  for  33 
years.  Allen  says  he  has  spoken  sparingly 
to  the  committee,  even  though  naming 
the  right  successor  is  "more  important 
for  me  than  for  almost  anyone  else  in 
this  company,"  given  his  family  legacy 
and  his  own  1%  stake  in  adm,  worth 
$200  million. 

None  of  his  three  grown  children 
work  in  the  family  business.  Dwayne's 
daughter  was  elected  to  her  fathers  board 
seat  in  2001  but  left  in  2003.  Dwayne's 
other  nephew  inside  adm,  Martin 
Andreas,  was  a  vice  president  but  retired 
last  year.  "I  expect  my  views  will  be  taken 
into  account  when  board  members  make 
their  decision,"  Allen  Andreas  says. 

But  in  this  era  of  diminished  corpo- 
rate chieftains,  Sarb-Ox  second-guessing 
and  hectoring  from  corporate-responsi- 
bility preachers,  will  his  views  make  any 
difference? 

Probably  not.  F 


No  more  takeout:  China  wants  to  restrict 
U.S.  importation  of  antiquities  such  as  these. 


Pot  (Early  Ming  Dynasty) 
Calls  U.S.  Kettle  Black 


Who's  ripping  off  whose  culture?  In 
2004  China  stole  $3  billion  worth  of 
U.S.  copyrighted  material— includ- 
ing movies  and  music — says  the 
Office  of  the  U.S.  Trade  Represen- 
tative. Yet  now  comes  China, 
protesting  the  legal  impor- 
tation of  Chinese  antiqui- 
ties by  U.S.  collectors  and 
museums.  Its  even  asking 
the  U.S.  to  be  the  enforcer 
by  embargoing  Chinese 
art  that's  lacking  proper 
export  paperwork. 

China  is  invoking  a  1970  United 
Nations  convention  that  protects 
nations  small,  weak  or  in  conflict 
from  having  their  cultural  patri- 
mony plundered  by  rich  outsiders. 

China  small?  China  weak?  It  is  to 


laugh.  Nor  is  the  U.S.  a  big  buyer  of 
Chinese  oldies.  The  U.S.  imported 
$65  million  worth  of  Chinese  art 
and  antiquities  last  year,  compared 
to  $140  million  by  Japan  and  Taiwan 
and  $326  million  by  Hong  Kong. 
Still,  the  possibility  that 
U.S.  Customs  might  have  to 
kowtow  for  larger  strategic 
purposes  worries  U.S. 
collectors.  "The  effect 
would  be  fairly  cata- 
trophic,"  says  James  Watt, 
head  of  Asian  Art  at  New 
York  City's  Metropolitan  Museum  of 
Art.  He  thinks  Chinese  art  would 
never  get  the  okay  to  come  to  the 
U.S.  Complains  James  Lally,  a  Man- 
hattan dealer:  "It  would  put  the  U.S. 
in  service  to  the  prc."  —Helen  Coster 
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Googlespawn 


No  one  is  trying  to  sell  pet  food  online,  yet.  But  a 
minibubble  is  forming  in  the  Google  ad  revenue 
stream  |  By  Victoria  Murphy  Barret 


TWO  YEARS  AGO  TED  W.N.  RHEIN- 
gold  was  riding  out  the  tech  slump 
doing  Web  design  jobs  from  home. 
He  and  his  wife  wanted  a  dog,  but  his 
landlord  said  no.  So  the  Rheingolds  lived 
the  dog  life  vicariously  by  browsing  pho- 
tos on  dog  rescue  sites.  This  was  his  inspi- 
ration for  Dogster  and  Catster,  two  sites 
he  runs  for  pet  fanciers  to  share  photos 
and  stories.  Like  Friendster,  it's  a  social 
networking  site— but  with  fur— and 
211,000  member  animals. 

Before  you  crack  jokes  (What's  next? 
Hamsterster?),  know  this:  Rheingolds  firm  is 
profitable,  growing  quickly  and  on  track  to 
hit  $1  million  in  sales  this  year.  Rheingold 
spends  $2,000  a  month  to  rent  servers  in  Vir- 
ginia and  $1,000  a  month,  for  a  tew  rooms 
in  a  San  Francisco  warehouse  that  once 


housed  a  soap  factory.  He  has  eight  employ- 
ees. So  far  Dogster  fans  are  doing  the  selling 
on  Dogster's  behalf  by  sending  Dogster 
invitations  to  friends  with  dogs. 

"I  wanted  to  cover  my  rent.  That  was 
the  business  plan,"  says  Rheingold. 

Rheingold  has  done  a  bit  better  than 
that  by  following  a  strategy  now  consum- 
ing Silicon  Valley:  Throw  up  a  site  using 
cheap  hardware  and  open -source  software 
and  get  users  to  do  all  the  work.  The  new 
Web  breed  repackages  what's  already 
there — photos,  news,  music,  searches, 
blogs— and  makes  its  money  by  suction- 
cupping,  like  remora  fish,  to  the  back  of 
Google's  AdSense  program,  which  distrib- 
utes ads  to  sites  willing  to  split  the  revenue 
earned  each  time  someone  clicks  on  a 
paid  link.  AdSense  is  now  generating 


Every  dog  has  his  day:  Dogster  founders 
John  Vars,  Ted  Rheingold,  Steven  Reading. 

$2.7  billion  a  year,  roughly  80%  of  it  dis- 
tributed to  partner  sites. 

Rheingold  now  has  enough  traffic  to 
attract  his  own  advertisers,  including  Walt 
Disney  Co.  and  Dad's,  a  premium  pet 
product  company.  Only  a  sliver  of  revenue 
now  comes  from  Google  ads. 

Silicon  Valley  is  abuzz  again  with 
firms  such  as  Kaboodle,  Kosmix, 
Become.com,  Wink,  Digg  and  Browster. 
These  goofily  named  Web  newbies  are 
being  nourished  by  Google,  often  com- 
pete with  Google  and,  given  how  similar 
their  business  plans  are  to  a  half-dozen 
other  startups  in  the  Valley,  hope  for  a 
quick  buck  by  selling  themselves  to 
Google  (or  Yahoo,  LAC  or  News  Corp.). 

"Google  created  a  marketplace  that 
allows  new  sites  like  us  to  get  started,"  says 
Michael  Tanne,  founder  of  the  Web  search 
service  Wink.  He  doesn't  have  to  pay 
salesmen  and  instead  can  use  the  cash  to 
improve  his  search  technology. 

"The  motto  of  the  bubble  was  get  big 
fast.  The  rule  today  is  get  big  cheap,"  says 
David  Cowan  of  Bessemer  Ventures. 
"What  tickles  my  checkbook  is  the  success 
of  capital-efficient  startups  where  the 
users  themselves  often  contribute  the  fea- 
ture road  map,  software  and  marketing." 

The  two-year-old  browser  technology 
outfit  Browster  raised  $5.8  million  in  ven- 
ture capital  in  November.  Browster 
founder  Scott  Milner  owes  it  to  Google: 
"We  could  show  our  venture  investorsi 
what  we  were  worth.  They  could  extrapo- 
late our  growth  and  profits  from  what 
we're  doing  just  with  Google." 

Digg  creates  zero  content  of  its  own,, 
instead  linking  to  news  stories  and  blogsi 
its  members  have  marked  as  interesting.  It 
gets  the  majority  of  its  revenue  from 
Google  ads  and  broke  even  last  year,  rais- 
ing $2.8  million  from  Greylock  Partners 
and  others,  far  less  than  it  was  offered. 

Everything  is  happening  so  much 
more  quickly  than  a  few  years  ago,  says 
Michael  Yang,  who  sold  MySimon.com  to 
CNET  for  $700  million  in  2000.  It  took 
MySimon  months  to  generate  revenueJ 
but  his  new  online  shopping  search  ven-j 
ture,  Become.com,  tapped  Google  ads  for 
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instant  sales.  Yang  has  raised  $18.7  million 
in  venture  funding.  "There  is  a  lot  of  capi- 
tal out  there  and  a  lot  of  innovation.  But  a 
lot  of  firms  are  technology  features,  not 
real  companies." 

In  the  past  two  years  David  Sze,  a 
partner  at  venture  firm  Greylock,  has  seen 
a  fivefold  increase  in  the  number  of 
pitches  from  consumer-targeted  outfits. 
"Are  there  lots  of  companies  being  created 
because  it  is  easier  and  cheaper  than  ever? 
Yes.  Do  lots  of  them  have  silly  names?  Yes. 
But  these  entrepreneurs  are  just  respond- 
ing to  the  market,"  says  Sze. 

The  new  breed  of  entrepreneurs  aren't 
so  foolish  as  to  think  they  are  the  next 
Google.  Digg  founder  Jay  Adelson  knows 
that  frugal  operations  and  Google  ads  can 


take  him  only  so  far.  "If  you  get  enough 
customers,  you  need  to  invest  in  server 
farms  and  expertise.  Lots  of  these  compa- 
nies will  simply  get  lost  in  the  noise." 

The  best  the  remoras  can  hope  for  is 
to  make  a  quick  buck  selling  out  to  one  of 
the  Web  giants.  In  the  past  year  Yahoo 
purchased  photo-sharing  site  Flickr  for  an 
estimated  $35  million  and  tagging  pioneer 
Del.icio.us  for  an  estimated  $20  million. 
News  Corp.  bought  social  networking  star 
MySpace  for  $580  million  and  is  rumored 
to  be  buying  a  news  site  called  NewRoo 
that  has  yet  to  launch. 

Kaboodle,  a  repository  for  online 
research,  turned  down  two  $350,000 
checks  from  venture  firms.  Some  VCs  told 
its  founder,  Manish  Chandra,  he  needs  to 


raise  $9  million.  "Once  you  take  that 
much  capital,  you  suddenly  feel  the  need 
to  ramp  up  to  40  people.  But  that  might 
not  be  smart.  You're  still  not  sure  where 
the  business  should  go,"  he  says. 

Dogster's  Rheingold  met  with  Bench- 
mark, the  venerable  investment  firm 
behind  Ebay  and  Juniper  Networks,  but 
no  offer  was  made,  and  Rheingold  isn't 
pushing.  "Venture  funding  felt  risky  to  us. 
We  think  we  have  a  good  idea.  We're  not 
sure  how  big  it  is.  And  for  now  the  com- 
pany is  getting  by  just  fine." 

If  the  last  bubble  taught  Valley 
denizens  anything,  it  may  be  the  wisdom 
to  take  the  money  and  run — even  if  it's 
only  a  million  or  so.  Slaving  it  out  for  the 
big  bucks  is  very  20th  century.  F 


What  Hath  Starbucks  Wrought? 


Starbucks  turned  the  purchase  of  a  coffee  and  a 
doughnut  into  a  gourmet  event.  But  will  upscaling 
work  for  sellers  of  other  staples  like  chocolate,  ciga- 
rettes and  cereal?  A  swarm  of  new  cafe  concepts  have 
taken  Starbucks'  model  and  tried  to  make  it  their  own. 

•  Ten  high-end  Ethels  Choco- 
late Lounges  have  sprung 
up  across  the  Chicago 
area,  selling  individual 
-   |A>  ^  „  chocolates  with  flavors 

like  espresso,  mojito  and 
^^y*>*4  cinna-swirl  for  $1.50  apiece. 

h  Visitors  to  one  of  the  frilly  pink- 

and-chocolate-brown  cafes  can  also  dish  out 
$15  for  chocolate  fondue  for  two  or  tea  and  truffles 
for  two.  It  would  deflate  the  glamour  to  reveal  that 
Ethels  is  owned  by  M&M  s  maker  Mars  Inc. 

•  Sprinkles  Cupcakes  opened  a  chic, 
minimalist  Beverly  Hills,  Calif,  store  a 
year  ago,  selling  flavors  like  lemon 
coconut  and  chai  latte  for  $3.25  a  cup- 
cake. Here,  vanilla  isn't  just  vanilla.  It's 
Madagascar  Bourbon  Vanilla. 
•  Who  would  pay  $3.50  for  a  bowl  of  breakfast  cereal? 
That's  the  price  for  two  scoops  of  cereal,  one  topping 
(fruit,  nuts,  marshmallows,  etc.)  and  milk  at  Cereality, 
a  cutesy  chain  with  locations  in  Illinois,  Pennsylvania 


and  Arizona.  Cereal  is  blended 
■  to  order  and  served  in  precious 
^         containers  reminiscent  of 
^Jr  Chinese  takeout  boxes.  The 

r  most  popular  blend  is  a  $4  con- 

coction of  Life  cereal,  bananas, 
almonds  and  honey. 
•  The  leather- 
lined  Marshall  McGearty 
Lounge,  just  opened  in 
Chicago  by  cigarette  maker 
R.J.  Reynolds,  highlights  the 
company's  handmade  cigarettes 

At  $8  a  pack,  the  rolled-to- 
order  smokes  are  available 
only  at  the  lounge. 
•  Seawater  is  everywhere  around 
Hawaii,  but  now,  apparently,  it's 
drinkable.  Koyo  USA  Corp.'s  MaHalo 
Hawaii  Deep  Sea  sells  distilled  sea- 
water  in  a  Waikiki  water  cafe,  opened 
in  November.  This  stuff,  which  has  a 
mineral  content  of  92  milligrams  per 
liter,  is  supposedly  more  healthful 
than  tap  water  (63  milligrams  in  that 
city).  Deep  Sea  runs  $2  for  half  a  liter. 

—Miriam  Gottfried 
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What  do  you  want?  The  Power  of  the  Pyramid M  can  help  get  you  there. 

Your  idea  of  retirement  may  not  look  like  anyone  else's.  And  because  one  size  doesn't  fit  all, 
Transamerica  offers  flexible  insurance,  investment,  and  retirement  alternatives  designed  with  one 
thing  in  mind — helping  you  get  what  you  want.  Even  a  lower  handicap. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

1906  ★  100  YEARS  *  2006 
The  Power  of  the  Pyramid s" 


Insurance  products  underwritten  by  Transamerica  Occidental  Life  Insurance  Company,  Cedar  Rapids,  IA,  founded  in  1906,  and  its  affiliates. 
In  New  York,  insurance  products  underwitten  by  Transamerica  Financial  Life  Insurance  Company,  Purchase,  NY.  Not  available  in  all  states. 
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Greenhouse 
Gambling 

The  market  for  pollution  permits  is  vicious  and  volatile. 
But  trader  John  Massey  says  tighter  emissions  standards 
will  make  these  things  soar  in  price  I  By  Bernard  Condon 


YOU  WANT  ACTION? 
Then  try  the  pollution 
exchange  market.  Pol- 
lution-credit trader 
John  Massey  got  a  real 
taste  of  volatility  last 
year,  at  home  on  a  day 
off.  He  was  about  to  bite  into  a  ham 
sandwich  when  the  phone  rang.  His 
assistant  told  him  the  price  of  sulfur 
dioxide  credits  was  disintegrating.  Ohio 
utility  Cinergy  was  dumping  some  of  its 
huge  bank  of  these  pollution  permits. 

Massey,  6  foot  tall  and  200  pounds, 
doesn't  scare  easily.  On  the  wall  of  his 
Ohio  home  he  displays  the  mounted 
heads  of  a  lion  and  an  elephant  he 
bagged  on  an  African  safari.  But  he  was 
scared  that  day.  He  hustled  to  sell  and 
lost  $500,000.  The  price  of  a  permit  to 
dump  one  ton  of  SO2  into  the  air  fell  17% 
to  $735.  He  never  got  back  to  that  ham 
sandwich. 

Massey,  34,  trades  for  Columbus, 
Ohio  hedge  fund  Griffon  Energy,  which 
has  $400  million  in  assets.  A  large  but 
undisclosed  fraction  of  that  is  invested  in 
pollution  permits.  He  used  to  trade  these 
permits  (often  called  "credits")  for 
Enron,  which,  say  what  you  want,  was 


good  at  this.  Why  would  an  individual 
investor  want  to  get  into  this  wacky 
world?  For  the  chance  at  a  quick  buck. 
After  Massey  s  panic  sale  in  May  the  spot 
price  rose  as  high  as  $1,600.  Recently  it 
was  $900. 

The  reason  to  invest,  says  Massey,  is 
that  the  long-term  price  trend  for  SO2  is 
up.  If  he's  right,  you  could  make  money 
with  a  buy-and-hold  strategy.  By  next 
year,  he  says,  electric  utilities  will  be 
scrambling  to  meet  a  2010  deadline  for 
the  halving  of  emitted  SO2,  which  causes 
acid  rain.  The  regulatory  pressure  will  be 
felt  well  before  the  deadline  arrives,  he 
says.  That  is  because  of  the  peculiar 
accounting  for  pollution. 

In  legislation  enacted  in  the  last  cen- 
tury, owners  of  polluting  factories  and 
coal-fired  power  plants  were  awarded  per- 
mits spread  over  40  years.  A  utility  willing 
and  able  to  bring  its  pollution  levels  down 
below  what  is  allowed  can  sell  its  permits 
to  other  polluters,  who  then  have  the  free- 
dom to  remain  dirtier  than  the  rules  allow. 
And  permits  are  bankable.  If  a  plant  had 
the  right  to  spew  30,000  tons  last  year  but 
spewed  only  20,000,  it  has  a  credit  for 
10,000  tons  that  can  be  held  for  future  use 
or  sold  at  any  time. 


So  far  electric  utilities  and  other  big] 
polluters  have  accumulated  6.2  million 
tons  of  unused  emission  rights,  accord- 
ing to  broker  Evolution  Markets.  More 
permits  are  coming  into  this  bank 
account,  at  the  rate  of  9.5  million  tons  a 
year.  (Most  permits  are  awarded  to  exist- 
ing power  plants,  although  the  federal 
government  also  sells  a  few  in  auctions.) 
But  the  permits  are  constantly  being 
withdrawn,  too.  Every  ton  of  sulfur  diox- 
ide spewed  into  the  atmosphere  has  to 
have  a  permit  attached.  Plants  are  drain- 
ing permits  from  the  bank  account  at  the 
rate  of  10.2  million  tons  a  year.  At  this 
rate  the  reserve  will  be  exhausted  in  jusl 
a  few  years. 

The  bullish  case  for  owning  these 
permits  rests  on  two  facts.  One  is  thai 
new  coal-fueled  power  plants  are  com- 
ing on  line  and  will  need  permits.  The 
other  is  that  the  spigot  pouring  new  per- 
mits into  the  account  is  going  to  be 
throttled  back  to  5.3  million  tons  a  year 
beginning  in  2010. 

The  bearish  case  is  that  utilities  wil 
respond  to  the  shortfall  by  doing  wha 
they  are  supposed  to  do — namely 
installing  smokestack  scrubbers.  Ovei 
its  lifetime  a  scrubber  can  suck  away  2 
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ton  of  sulfur  dioxide  at  a  cost  (operating 
and  capital  costs  combined)  of  $800. 
Massey,  however,  foresees  a  scrubber  bot- 
tleneck that  will  drive  up  credit  prices 
when  it  becomes  clear  all  the  scrubbers 
can't  be  installed  in  time.  He  has  com- 
piled a  30-page  spreadsheet  on  scrubber 
costs  and  installation  schedules  at  250 
sites  around  the  country.  He  says  it  shows 
utilities  are  putting  off  cutting  emissions 
until  the  last  minute,  as  a  shortsighted 
cost-savings  maneuver.  Scrubber  instal- 
lations take  at  least  a  year,  Massey  says, 
and  that  means  lots  of  opportunity  for 
project  delays.  In  such  a  climate,  he 
believes,  credits  will  become  ever  more 
valuable  currency. 

Pros  like  Massey  trade  on  the  spot 
market.  But  only  the  wealthiest  individ- 
uals would  want  to  do  it  this  way  since 
the  minimum  trade  is  $1  million.  Retail 
customers  can  buy  SO2  futures  through 
the  Chicago  Climate  Futures  Exchange. 
With  Massey's  optimistic  take  firmly  in 
mind,  opt  for  the  longest  future  available 
that  is  somewhat  liquid — the  one  due 
December  2007.  Then  hold  on  to  it  for 
its  entire  term.  Trying  to  go  in  and  out  in 
Massey's  fashion  is  not  a  good  idea. 

To  use  the  Chicago  exchange,  set  up  a 
futures  account  with  a  broker  like  Bear 
Stearns.  Your  computer  will  then  show  the 
Climate  Exchange's  bids  and  offers.  The 
right  to  spew  a  ton  of  SO2  into  the  air  for 
delivery  in  December  of  next  year  was 
recently  quoted  at  $970  ask,  $940  bid.  The 
minimum  purchase  is  25  tons,  or  $24,000, 
for  the  contract.  The  Climate  Exchange 
charges  $2  a  trade.  You  could  put  up  as  lit- 
tle as  11%  of  the  total  cost,  or  $2,600.  But 
if  the  futures  tumble,  brace  yourself  for  a 
margin  call. 

The  emissions-credit  market  isn't  very 
liquid;  trading  volume  comes  to  a  mere 
$12  million  a  day,  out  of  $14  billion  in 
value  of  credits  for  use  this  year.  That  thin 
volume  explains  the  wide  bid/ask 
spreads — and  the  volatility. 

The  Internal  Revenue  Service  treats 
SO2  futures  the  way  it  treats  most  com- 
modity futures:  Paper  gains  and  losses  are 
taxed  as  of  every  Dec.  31,  even  if  not  real- 
ized, and  viewed  as  60%  long  term,  40% 
short,  no  matter  how  long  you  have  held 
the  position.  F 
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TAKE  A  JUNK  BOND,  ATTACH  A 
junky  stock  to  it  and  what  do 
you  have?  A  busted  convert- 
ible. These  are  sometimes 
sketchy  securities,  but  you 
can  make  good  money  from  them, 
believes  Charles  Carlson,  manager  of  the 
Greenspring  Fund. 

Convertible  bonds  are  hybrid  crea- 
tures that  have  some  equitylike  charac- 
teristics and  some  bondlike  characteris- 
tics. The  bond  is  like  any  other  in 
carrying  a  coupon  and  the  issuer's  prom- 
ise to  repay  the  par  value  (generally 
$1,000)  at  some  point  in  the  future.  But 
the  bond  can  be  converted,  at  the  option 
of  the  holder,  into  a  fixed  number  of  com- 
mon shares  of  the  issuer.  If  the  stock  takes 
off,  the  bondholder  does  well— not  as 
well  as  someone  holding  the  shares  but 
pretty  well.  If  the  stock  just  sits  there,  the 
bondholder  pockets  his  coupon  and  prin- 
cipal repayment.  Nick  P.  Calamos,  invest- 


ment chief  at  Calamos  Investments,  a 
fund  family  that  owns  converts,  calculates 
that  there  are  $260  billion  (par  value)  of 
convertible  bonds  outstanding. 

A  busted  convert  is  one  whose  associ- 
ated stock  is  doing  so  badly  that  there  is 
little  prospect  the  conversion  feature  will 
pay  off.  More  precisely:  The  convert  is 
busted  when  its  value,  if  immediately  con- 
verted into  shares,  would  be  less  than  half 
its  current  price.  Busted  bonds  make  up 
15%  of  the  convertible  bond  market.  Carl- 
son, 46,  has  40%  of  his  $175  million  fund 
invested  in  them. 

What's  Carlson  looking  for?  Some- 
times a  payoff  from  the  equity  kicker. 
Usually  nothing  but  the  coupon  and  the 
principal  repayment.  "With  busted  con- 
vertibles, there  are  a  lot  of  ways  to  make 
money,"  he  says,  exaggerating  a  bit. 

During  the  late  1990s  bull  market  a  lot 
of  technology  companies  issued  convert- 
ible bonds.  Issuers  saw  this  kind  of  secu- 


rity as  a  cheap  way  to  raise  capital  since 
the  interest  paid  on  convertible  bonds  is 
lower  than  the  interest  paid  on  straight 
debt.  Investors  were  willing  to  take  the  low 
coupons  because  they  aspired  to  make  a 
killing  if  tech  stocks  continued  to  soar. 
Which  is  not  what  tech  stocks  proceeded 
to  do.  Come  2001,  Wall  Street  was  awash 
in  busted  converts.  Had  you  bought  then, 
you  would  have  done  quite  well.  Convert- 
bond.com,  a  Web  site  owned  by  Morgan 
Stanley,  reports  that  over  the  last  five  years 
busted  converts  have  averaged  a  total 
annual  return  of  16%.  That  compares  with 
4%  for  the  stock  market.  Yes,  we  told  you 
in  time:  An  article  in  FORBES  (Apr.  16, 
2001 )  recommended  busted  converts. 

The  next  five  years  probably  won't  be  as 
lucrative,  but  Carlson  still  sees  value  in  the 
sector.  These  securities  are,  for  the  mosl 
part,  junk  bonds  delivering  pretty  good 
yields  to  maturity  at  a  time  when  a  good 
yield  is  hard  to  find.  The  occasional  equity 


FIXED  INCOME 


If  you  like  fat  yields  with  long 
of  big  capital  gains,  bus 
the  securities  for  y 
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payoff  is  a  nice  extra.  Consider  one  of  the 
bonds  in  Carlsons  portfolio:  Brooks 
Automation,  which  makes  gear  to  manu- 
facture semiconductors.  The  stock  cratered 
during  the  tech  bust,  going  from  $90  in 
April  2000  to  $8  two  years  later.  Now  it  sits 
at  $15.  The  company  has  run  red  ink  for 
years  and  managed  to  slip  back  into  the 
black  in  fiscal  2004  before  losing  $10  mil- 
lion in  2005  and  $11  million  in  the  Decem- 
ber-ending first  quarter  of  this  fiscal  year. 
Many  tech  outfits  have  rebounded,  but 
Brooks  has  struggled  as  capital  spending 
on  chips  hit  a  lull  last  year  and  semicon- 
ductor software  revenues  declined. 

Brooks'  4.75%  convertible  bond  due 
June  2008  can  be  swapped  at  any  time  for 


glory  and  bondholders  will  earn  more 
taking  the  shares  than  collecting  the 
$1,000  of  principal.  To  put  this  long  shot 
in  numerical  terms:  The  price  of  the  bond 
is  377%  higher  than  the  value  of  the  com- 
mon shares  into  which  it  can  be  con- 
verted. This  377%  is  called  the  conversion 
premium.  A  high  conversion  premium 
tells  you  that  you  ought  to  be  pretty  happy 
with  the  bond  as  a  pure  fixed-income  play 
before  buying  it. 

By  contrast,  many  unbusted  convert- 
ible bonds  trade  at  only  a  small  premium 
to  their  equity  values,  and  they  are  better 
understood  as  equity  investments  than  as 
bonds.  In  that  case  you  anticipate  earning 
back  that  premium  by  collecting  bond 


Get  Paid  While  You  Wait 


There's  a  small  chance  these  busted  converts  someday  will  be  worth  switching  into  1 
stocks.  Meanwhile,  most  of  the  bonds  here  throw  off  fairly  decent  yields. 

COMPANY  ISSUE 

RECENT 
PRICE 

YIELD  TO 
MATURITY 

EQUITY 
VALUE1 

YEARS 
TO  PAY 

ALLIED  WASTE             4.25%  of  2034 

$911 

4.8% 

$551 

8.5 

BROOKS  AUTOMATION    4.75  of  2008 

965 

6.5 

202 

16.1 

HUMAN  GENOME          2.25  of  201 2 

881 

4.4 

633 

11.1 

NETWORK  EQUIPMENT    7.25  of  201 4 

820 

10.6 

124 

9.6 

VALEANT  PHARMA        3.00  of  201 0 

912 

5.3 

596 

15.5 

'Current  stock  price  times  number  of  shares  that  bond  converts  to.  Source:  Convertbond.com. 

14.24  shares  of  stock,  valued  at  $202  if 
converted  today.  No  one  in  his  right  mind 
is  going  to  buy  the  bond  (recent  price, 
$965)  and  then  convert  it  right  away.  But 
put  aside  the  equity  element  of  this  secu- 
rity and  view  it  as  a  pure  fixed-income 
investment.  The  yield  to  maturity  is  6.5%, 
two  points  better  than  the  yield  on  two- 
year  Treasury  notes.  That's  a  decent  yield 
if  the  bond  has  strong  prospects  for  being 
paid  off  at  maturity.  Which  Carlson  thinks 
it  does,  despite  the  firm's  recent  losses. 
Brooks  has  $350  million  in  cash,  twice  as 
much  as  its  debt. 

The  conversion  feature  in  the  Brooks 
bond  is  not  worth  much,  but  it  is  worth 
something.  This  is  like  owning  a  way-out- 
of- the-money  call  option  that  expires  in 
2008.  There's  a  long-shot  chance  that 
Brooks  shares  will  regain  their  former 


coupons  rather  than  the  low  or  nonexist- 
ent dividend  on  the  stock.  The  key  num- 
ber to  look  at  here  is  the  payback  time — 
how  long  it  takes  the  convert  buyer  to 
earn  back  the  premium  by  collecting  an 
enhanced  yield.  A  convertible  bond  with  a 
payback  of  just  a  few  years  is  probably  a 
better  buy  than  the  stock. 

But  such  equity-flavor  converts  are  not 
Carlson's  favorites.  For  stock  market  exposure 
he  just  buys  good  old  stocks.  He  has  nearly 
50%  of  the  fund  in  the  stock  market,  with  po- 
sitions in  Suncor,  the  Canadian  oil  sands  de- 
veloper, and  Radyne,  which  designs  satellite 
and  communications  equipment.  Despite 
such  winners,  owning  pure  equities  dragged 
down  Greenspring's  returns  in  the  bear  mar- 
ket. Over  the  past  five  years  the  fund  has  de- 
livered a  9.3%  compound  annual  return,  mid- 
way between  returns  in  the  stock  market  and 


the  busted-convert  market.  The  no-load 
runs  a  1.1%  annual  expense  ratio. 

Here's  another  unstocklike  convertible, 
although  not  owned  by  Greenspring:  Net- 
work Equipment  Technologies,  which 
makes  broadband  gear.  The  company  has 
been  sliding  since  early  2004,  when  it  ran 
into  a  snag  servicing  a  contract  with  NATO. 
The  stock  has  spiraled  from  $15  then  to  $4 
now.  When  you  buy  the  busted  converts  at 
$820  per  bond,  you  do  not  think  of  your- 
self as  owning  an  equity  substitute.  The 
conversion  value  is  a  meager  $124.  What 
you  are  getting  here  is  a  risky  junk  bond 
with  a  7.25%  coupon  and  a  10.6%  yield  to 
maturity.  If  the  company  does  not  default, 
the  bond  will  be  a  terrific  investment.  But 
its  balance  sheet  is  not  as  strong  as  Brooks'. 

If  there  are  lots  of  ways  to  make 
money  in  converts,  there  are  as  many 
ways  to  lose  it.  The  bond  will  go  down  if 
market  interest  rates  go  up,  if  the  issuer's 
ability  to  repay  deteriorates  or  if  the 
underlying  stock  falls  even  more  out  of 
favor.  Carlson  took  a  hosing  on  convert- 
ible bonds  of  Charter  Communications, 
the  cable  company  controlled  by  billion- 
aire Paul  Allen.  The  bonds  were  already 
busted  when  Carlson  bought  them  in 
2002,  and  then  they  got  more  busted. 
Carlson  paid  $740  per  $1,000  of  par.  The 
balance  sheet  was  steeply  leveraged  but,  he 
says,  "I  felt  the  deep  pockets  of  Allen 
would  provide  a  backstop."  They  didn't. 
Carlson  bailed  out  in  2003  at  $170. 

Moneylosing  biotech  firm  Human 
Genome  Sciences  has  a  convert  outstanding 
that  is  not  quite  busted,  just  shaky.  With  a 
low  2.25%  coupon  and  a  fairly  rich  price  of 
$881,  it's  mediocre  as  a  pure  fixed-income 
play,  with  a  4.4%  yield  to  maturity  in  2012. 
The  bond's  equity  value  is  $633.  Why  own 
it?  Because  biotech  stocks  are  so  volatile. 
HGS  shares  have  collapsed  from  $1 12  six 
years  ago  to  $1 1  recently  as  various  promis- 
ing drugs  flopped.  But  there's  a  chance  the 
scientists  could  hit  on  something  that 
works.  With  this  bond  you  are  buying  a 
ticket  in  that  lottery  and  also  the  hope  that, 
even  if  the  stock  never  recovers,  you'll  get 
$  1 ,000  in  20 1 2  as  a  consolation  prize.  ? 
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imagination  at  work 


ere's  to 
novations  that  come 
om  the  heart. 


avericks  out  there,  we've  created  a  few  bold  ideas  of  our  own. 


Maveri 


IN  A  F 


WAKE-UP  CALL 
Using  Asterisk, 
a  college 
student  built 
an  application 
that  wakes 
sleepyheads  on 
demand. 


grai 
phone  c 
and  handles 
teleconferencing  and 
for  the  phone.  With 
computer,  a  decent-s 
out  its  traditional  pho| 
of  its  newfangled  Int 
and  say  good-bye  t 
equipment  costs. 
Nortel  or  Avaya. 

"We  have  to 
everything:  Carriers, 
companies,"  says  Sp 
worse,  I  don't  tend  to 

Spencer,  who  is 


Dial 


Want  to  build 


With  GE  technologyts  tne  LightSpeed™  Volume  CT  scanner  captures  images  of 
mescal  history  in  trsucn  astonishing  detail  that  it  can  help  doctors  diagnose 
egrated  acroDUt  surgical  procedures.  And  patients  get  one  test  done 

and  better  ser 


than  1,000  square  miles  with  just  $100 
in  personal  computer  equipment  and 
$125  to  customize  each  location. 
For  a  little  more  he  built  an 
Asterisk  system  of  motion 
detectors  and  Web  cameras 
that  send  video  to  his  office 
laptop  and  can  call  any 
phone  when  something 
happens  at  his  house.  One 
of  his  students  created  a 
business  sending  other 
kids  automated  wake-up 
calls.    Other  Asterisk 
hacks  include  a  way  to 
pay  your  parking  meter 
by  phone. 

"You  couldn't  set  out 
to  build  a  system  like  this. 

fNo  one  company  could 
do  it  all.  When  you  open 
source,  people  just  keep 
improving    things,"  says 
j^H  Spencer. 

Asterisk  could  lead  to  the 
creation  of  thousands  of 
businesses,  as  people 
begin  thinking  about 
the  phone  the  same 
way  they  saw  the 
personal  computer  in 
1980,  as  a  platform 
on  which  to  build. 
Spencer  had  this  in 
mind  when  he  named 
his  software  after  the 
symbol  used  in  Unix 
computer  programming 
to  signify  "everything." 

Digium,    the  company 


Spencer  created  in  lfrmal"  relationship  with 
has  50  employees  and;um.  That  distance  may 
than  $10  million  in  rthe  fact  that  IBM  resells 
enue  from  selling  harcbphone  gear  to  big  firms 
ware  loaded  with  a  Chemical, 
tested  business  edi-  study  last  summer  Cisco 
tion  of  the  otherwise  >orate  customers  making 
free  Asterisk,  much  ^.  Open-source  Internet 
the  way  Red  Hat  ment  said,  will  force 
charges  for  a  widely  [reliability,  produc- 
used  standard  forts,  features,  ven- 
Linux.  Digium  makes  ervice  [and] 
profit,  though  Spens  unlikely  to 
won't  say  how  much.  pint. 

Overhead  is  Iowji  industry 
pays  less  than  $15  a  tuys  from 
space  (per  year)  and  <J  nice  and 
ters  in  geek  chic:  rewiying  any- 
testing  screens,  a  fr  Asterisk," 
feinated  sodas  and  a  stely  they've 
robot  holding  a  rotans  as  a  charity, 
office  with  a  23-year- 
was  still  a  teen  wheennings,  a  senior 
once  had  to  write  a  iThe  bulk  of  PBXs  that 
years  ago  wj  years  from  now  will  not 
withmt  that  is  just  a  guess." 
gures  that  if  Asterisk 
valuable  PBX  business, 
ces  and  related  network- 
it,  the  same  way  IBM 
ased  computing, 
e  doesn't  have  to  choose 
the  Asterisk  gospel  or 
Pigium.  "The  existing 
,  for  some  companies,  is 
sed  way  down,"  he  says, 
new  services?  The  new 
ot  of  things,  you  do  this 
ing,  and  you  don't  really 
ng  to  go."  F 


VOICE  TO  TEXT 
Leave  a  voicemail  and 
this  Asterisk  app  turns  it 
into  text  on  a  pager. 


The  Vivid/'  from  GE  lets 
human  heart  to  help 
it's  small  enough  to  tal< 
that  can  literally  trave 


urate  diagnosis,  earlier,  more  effective  treatment  and 
tJnts.  And  it  will  likely  improve  cost  efficiencies  for  the 
ly.  But  isn't  that  the  best  time  to  get  started? 


As  hybrids  go,  the  Toyota  Prius  has  nothing  on  Frank  Donnelly's  locomotive 

with  its  30-ton  lead-acid  battery  |  By  Christopher  Steiner 


AFTER  SPENDING  HIS  OFF-HOURS  IN  THE  MID-1990S 
getting  a  patent  for  a  natural-gas-powered,  long-haul 
locomotive,  Frank  Donnelly  was  advised  by  go  v  ern- 
ment agencies  and  potential  customers  that  he  would 
be  better  off  leaving  the  market  to  General  Electric 


and  General  Motors.  But  if  you  must  tinker  with  engines,  the  rail 
roads  added,  come  up  with  something  to  move  cars  a  short  distano 
in  our  rail  yards.  The  usual  locomotive  wastes  a  lot  of  fuel  idling 
huge  diesel  engine  for  long  stretches  of  the  day  So  Donnelly  returns 
to  the  drawing  board  at  his  Railpower  Technologies  Corp.  and  cam) 
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H  Entreprenei 


back  with  a  diesel-battery  hybrid.  The  inspiration  came  from 
Toyotas  Prius  and  Hondas  Insight.  "It  was  a  blinding  flash  of  the 
obvious,"  says  Donnelly. 

Diesel-electric  locomotives  use  a  piston  engine  to  run  a  gen- 
erator that  drives  electric  motors  that  turn  the  wheels.  Don- 
nelly's invention  takes  the  diesel-electric  back  to  its  roots,  since 
this  kind  of  locomotive,  which  became  common  in  long- 
distance hauling  only  after  World  War  II,  had  first  been  used 
decades  earlier  in  rail -yard  switching.  The  difference  between 
Donnelly's  diesel-electric  and  the  ones  that  came  before  it  is 
that  Donnelly  relies  on  a  battery  to  power  the  locomotive  rather 
than  on  diesel  alone.  Called  the  Green  Goat,  Donnelly's  vehicle 
charges  30  tons  of  lead-acid  batteries  with  an  itty-bitty  268hp 
diesel;  the  batteries  supply  enough  juice  to  power,  in  brief  spurts, 


four  electric  motors  with  a  combined  2,000hp. 

Eliminating  the  idling  cuts  emission  of  globe-warming  carbon 
dioxide  by  50%  and  of  smog-causing  nitrogen  dioxide  by  80%.  A 
hybrid  car  may  never  repay  its  price  premium,  but  a  $750,000  Goat 
can  do  so  swiftly.  It  runs  $300,000  more  than  a  typical  refurbished 
diesel  switcher,  which  quaffs  250  gallons  of  diesel  in  a  normal  day. 
The  Goat  chugs  65%  less,  saving  $140,000  a  year.  Moreover,  typical 
switching  locomotives  cost  $100,000  a  year  to  maintain;  the  Goat's 
upkeep  costs  $20,000. 

Railpower  has  a  long  way  to  go  before  recouping  the  money 
that  has  been  poured  into  getting  it  in  motion.  Last  year  the 
North  Vancouver,  B.C.  company  lost  $51.5  million  on  revenue  of 
$18.5  million.  Railpower  has  chugged  along  on  the  $120  million 
it  has  raised  in  eight  share  offerings.  Profitability  is  supposedly 
just  around  the  bend,  thanks  to  an  $81  million  order,  over  two 
years,  for  98  locomotives  from  Union  Pacific,  the  largest  railroad 
in  North  America.  Green- minded  governments  in  Texas  and 
California  love  Railpower,  whose  plants  in  Alberta  and  New  York 
are  booked  well  into  2007.  (Most  of  the  company's  engineers  and 
sales  force  are  in  Erie,  Pa.) 

Raised  in  Marin  County,  Calif.,  Donnelly  got  a  B.A.  in  indus- 
trial design  from  San  Francisco  State  in  1970  and  thought  he 
would  become  a  teacher.  Instead  he  hitched  up  with  the  Ameri- 


can Freedom  Train,  a  26-car  steam-powered  line  that  traveled  the 
U.S.  in  the 'mid-1970s  commemorating  the  bicentennial.  He 
landed  the  gig  because  of  his  experience  working  with  genera- 
tors, and  he  helped  design  the  electrical  plans  for  the  the  trains 
display  cars,  where  visitors  viewed  jewels  such  as  George  Wash- 
ington's copy  of  the  Constitution.  From  there  Donnelly  headed 
to  British  Columbia  to  maintain  locomotive  engines  at  Railway 
Appliance  Research.  In  1989  he  moved  to  BC  Rail,  where,  in  his 
spare  time,  he  noodled  with  alternatives  to  diesel  combustion. 

A  decade  later  he  and  some  partners  raised  $150,000  from 
friends  and  family  to  start  the  hybrid-locomotive  company.  They 
kept  their  day  jobs.  The  money  funded  research,  seminar  travel 
and  a  small  office  behind  a  coffee  shop.  "It  was  the  scruffiest  little 
back  shop  you  can  imagine,"  laughs  cofounder  Nigel  Horsley,  who 
ran  p.r.  for  the  company,  peddling  the  Goat  to  whoever 
would  listen.  Once  the  group  honed  the  hybrid  design 
in  2000,  it  raised  $1.3  million  of  venture  capital  in  Cal- 
gary for  a  prototype.  "It  was  the  dot-com  boom;  money 
was  easy  to  come  by,"  Donnelly  explains. 

They  built  the  first  Green  Goat  for  $800,000, 
using  the  chassis  of  a  doddering  locomotive,  stripped 
to  the  deck.  They  strapped  on  lead-acid  batteries,  a 
computer  control  system  that  governs  the  diesel  geni 
erator  and  a  slick,  comfortable  cab.  (The  base  plat- 
forms  of  all  Goats  still  come  from  burnt-out  locomo- 
tives.) Batteries  take  up  most  of  the  room  beneath  th« 
hood;  their  weight  makes  up  for  the  Goat's  lack  o 
heavy  engines  and  supplies  the  traction  required  trj 
move  railcars. 

While  assembling  the  prototype,  the  group  got  a  call 
from  Michael  Iden,  director  of  locomotive  engineering 
at  Union  Pacific,  who  wanted  to  take  the  Goat  for  a  spin 
"We'll  try  anything,"  Iden  says,  "but  I  wasn't  sure  how  the  Goal 
would  really  work  out  on  the  rails."  UP  agreed  to  lease  a  model  in 
2002  and  2003  for  $200  a  day. 

The  locomotive  had  proved  itself  in  several  short  trials  witr 
smaller  Canadian  railroads.  But  the  work  at  UPs  Roseville,  Calif 
yard  taxed  it  to  calamity.  The  generator  was  underpowered  at  55 
kilowatts;  Donnelly  had  to  double  it.  On  the  Pacific  Harbor  Line 
which  shuffles  train-bound  cargo  arriving  in  Los  Angeles  are^ 
ports,  a  test  Goat  suffered  what  Donnelly  calls  "a  rapid  oxidation 
event."  The  fire  forced  Railpower  to  redesign  the  bank  of  batter 
ies  to  compartmentalize  them,  "like  a  ship  that  has  bulkheads,' 
Donnelly  says.  But,  significanfly,  a  Goat  survived  a  biting  Midi 
west  winter  of  the  sort  that  makes  conventional  switching  locoi 
motives  cough  and  sputter. 

Word  spread  and  so  did  demand.  Last  year  Railpowe 
received  161  orders.  There  is  room  for  growth:  10,000  aginj 
switchers  now  ride  North  American  rails.  Railpower  has  othe: 
stuff  on  the  drawing  board,  including  a  hybrid  power  plant  foi 
tugboats.  But  Donnelly  thinks  his  future  still  lies  in  the  rails  an« 
a  big  boost  in  North  American  freight.  "The  rolling  resistance  o 
steel  wheels  on  steel  is  one-tenth  that  of  rubber  on  asphalt,"  U 
reasons.  If  fuel  prices  continue  to  hang  high,  those  patient  share| 
holders  may  finally  see  a  dividend. 


70      FORBES      APRIL  10,  2006 


ADVERTISEMENT 


WHAT  DRIVES 

THE 


r 


r 


Bobby  Jones,  "Grand  Slam"  winner,  with  the 
four  major  championship  trophies  of  1930 


Arnold  Palmer  acknowledges  the  fan 
support  and  love  he  has  received 
throughout  his  PGATOUR  career. 


It  is  a  question  that  has  likely  been  around  for  about  as 
long  as  the  game  itself:  What  quality  or,  indeed,  qualities 
separate  the  supreme  champions  from  the  near-greats? 


n  truth,  as  complicated  and  complex  individuals, 
these  players  are  probably  driven  by  an  endless 
number  of  factors,  many  of  which  are  at  least  somewhat 
contradictory. 

Certainly,  they  all  have  or  had  an  abundance  of  talent;  but  that 
alone  cannot  explain  their  success,  since  history  teaches  us  that 
there  are  hundreds,  even  thousands  of  players  who  had  a  wealth 
of  talent  but  never  came  close  to  realizing  the  potential  that 
talent  bestowed  upon  them. 

Is  it  the  money?  Probably  not.  As  1964  U.S.  Open  champion 
Ken  Venturi  often  tells  young  players,  the  money  comes  and 
goes,  but  the  trophies  are  yours  forever.  After  all,  by  any 
standard,  Bobby  Jones  ranks  in  the  pantheon  of  the  game's 
greats,  in  the  rarified  air  where  he  is  joined  by  just  a  handful  of 
the  elite's  elite.  Yet  Jones  was  the  consummate  amateur  while 
dominating  the  game  like  no  amateur  before  or  since. 


But  the  mention  of  Jones  does  bring  us  closer  to  an  answer. 
The  standard  he  set  —  both  as  a  player  and  as  a  gentleman  — 
has  been  passed  down  through  the  years,  from  Jones  to  the 
likes  of  Ben  Hogan,  Sam  Snead  and  Byron  Nelson,  to  Arnold 
Palmer  and  Jack  Nicklaus  and  to  Tiger  Woods  and  the  players 
of  his  generation.  In  fact,  there  is  a  direct,  linear  connection 
from  Jones  to  Woods. 

When  he  was  a  young  man,  Charlie  Nicklaus  saw  Jones  play 
at  the  Scioto  Country  Club  in  Columbus,  Ohio.  Nicklaus  the 
elder  wasn't  much  of  a  golfer,  but  he  was  so  impressed  by  Jones 
that  in  time  his  son,  Jack,  would  also  come  to  idolize  Jones.  As 
he  developed  into  something  of  a  youthful  phenomenon  him- 
self, he  set  a  goal  of  surpassing  Jones'  remarkable  record  of  1 3 
major  championship  victories,  which  he  did  handily. 

In  the  1980s  and  early  '90s,  as  Nicklaus  was  winding  down 
his  PGATOUR  career,  Woods  was  already  making  headlines  of 
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Canon  products.  For  performance  you  can  always  count  on.  While  it  may  not  seem 

obvious,  there's  actually  an  important  connection  between  PGA  TOUR  players  and  Canon  office  solutions. 
TOUR  Players  can't  perform  without  the  best  clubs  and  business  people  can't  perform  without  the  best  technology. 
Which  explains  why  the  PGA  TOUR  depends  on  Canon  office  products  to  get  information  to  those  who  need  it. 
They  know  they  can  count  on  Canon's  high-performance  solutions  to  enable  people 

to  work  the  way  they  need  to.  All  of  which  is  why  Canon  is  the  category  leader  in    \^C*II  V  BI 
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his  own  as  one  of  the  country's  top  juniors. 
On  his  bedroom  wall,  he  had  posted 
Nicklaus'  record,  a  constant  reminder  of 
what  he  had  to  accomplish  if  he  hoped  to 
someday  be  considered  one  of  —  if  not  the 
—  greatest  player  in  history. 
And  somewhere  there  is  a  kid  with  big 
dreams  who  has  Tiger  Woods'  record  firmly 
in  mind. 

Then  of  course  there  is  the  sheer  love  of 
competition. The  great  players  have  the  abil- 
ity to  feed  off  pressure,  using  it  to  elevate 
their  game  to  the  next  level.  No  one  loved 
being  in  the  thick  of  it  all  more  than  Arnold 
Palmer.  One  evening  following  a  tourna- 
ment, Palmer  was  talking  with  Gardner 
Dickinson,  a  fine  player  and  teacher  who 
won  seven  times  on  TOUR.  Dickinson  was 
an  intense,  introspective  man  and  finally, 
late  in  the  evening,  he  asked  Palmer  what  he 
thought  was  missing  from  his  game.  Palmer 
thought  it  over,  and  his  answer  speaks 
volumes  about  the  mind-set  of  a  champion. 

"I  win  because  I  love  to  win,  but  I'm  not 
afraid  to  lose,"  Palmer  said.  "You  need  to 
win  and  you're  afraid  of  losing.  That's  a 
big  difference.  You  put  too  much  pressure 
on  yourself." 

And  then  there's  the  matter  of  ego. 
Almost  all  the  great  players  have  a  sense  that 
they  are  something  special,  a  cut  above  the 
rest.  They  are  optimists  and  they  like  them- 
selves. Did  anyone  ever  enjoy  being  who  he 
was  more  then  Arnold  Palmer? 

During  the  1993  Dunhill  Cup  at  St. 
Andrews,  five-time  British  Open  champion 
Peter  Thomson  watched  one  of  the  game's 
top  players  feather  a  beautiful  approach  into 
the  16th  green  and  then,  moments  later,  rip 
a  tremendous  drive  on  the  17th  hole. 

"That  man  has  as  much  talent  as  anyone 
who  has  ever  played  the  game,  and  I'm 
including  Sam  (Snead)  and  Seve  (Ballesteros),"  said  Thomson. 


Tiger  Woods  with  his  trophy  after 
winning  the  2000  U.S.  Open 
at  Pebble  Beach  Golf  Links 


Jack  Nicklaus  andTom  Watson  leave 
the  final  green  after  their  dramatic  duel 
in  the  1977  British  Open  at  Turnberry. 


Davis  Love  III  fired  a  final-round  64  to 
win  the  2003  PLAYERS  Championship, 
one  of  his  career-best  rounds  in  the 
PGA TOUR's  marquee  event. 


ciously  su 

"But  the  reality  is  you  can't  succeed  at  the  highest  level  if  you    Barbara  might  prefer  to  dine  alone. 


c     A  sense  of  being  an  underdog  also 

>  worked  (at  least  publicly)  for  Lee  Trevino, 
one  of  the  most  effective  of  the  many 
players  who  challenged  Nicklaus  over  the 
years.  Trevino  would  tell  anyone  who 
asked  that  Nicklaus  was  the  greatest  player 
who  ever  lived,  which  helped  deflect 
pressure  from  himself.  When  it  came  to 
golf,  Trevino  was  a  genius  at  far  more 
than  his  superb  shot-making.  And  like  Phil 
Mickelson,  Ernie  Els  andVijay  Singh  today, 
the  top  players  rose  to  the  occasion  in  the 
major  championships  and  events  such  as 
the  prestigious  PLAYERS  Championship 

the  players'  own  championship 
because  of  the  magnitude  of  the  events  and 
3  the  players'  competitive  drive. 

Finally,  it  might  come  down  to  a  simple 
love  of  the  game  and  an  understanding 
that,  at  its  core,  it  isn't  brain  surgery,  war 
and  peace,  or  life  and  death. 

In  the  final  round  of  the  1977  British 
Open  at  Turnberry,  Nicklaus  and  Tom 
Watson  stood  on  the  1 6th  tee,  waiting  for 
the  enormous  galleries  to  clear  the  fair- 
way. They  had  been  dueling  head-to-head 
over  the  final  two  rounds,  playing  remark- 
able golf  on  golf's  great  stage. 

"This  is  what  it's  all  about,  isn't  it?" 
Watson  asked  Nicklaus. 
"You  bet  it  is,"  Nicklaus  said. 
Watson  birdied  the  final  hole  to  win  by  a 
stroke.  After  he  made  the  winning  putt, 

>  the  two  men  walked  off  the  green, 
their  arms  draped  over  one  another's 
shoulders. 

"I  threw  my  best  at  him,"  said  Nicklaus  at 
the  awards  ceremony.  "I  gave  him  every- 
thing I  had.  I  just  couldn't  shake  him." 

Moments  later,  he  ran  into  his  friend, 
Ken  Bowden,  who  had  plans  to  dine  with 
the  Nicklauses  that  evening.  Bowden  gra- 
ested  that  after  such  a  painful  defeat,  Jack  and 


is  a  case  in 


don't  like  yourself,  and  he  clearly  doesn't.  It's  sad,  really." 

Thomson,  arguably  Australia's  greatest  golfer, 
point  in  arguing  that  nationalism  also  plays  a  role.  Like  Gary 
Player  from  South  Africa  and  Ballesteros  from  Spain,  Thomson 
always  seemed  to  take  a  little  extra  delight  in  beating  top 
players  from  the  United  States.  It  is  that  same  sense  of  national 
pride  that  drives  players  to  make  The  Presidents  Cup  and 
Ryder  Cup  teams  as  well. 


"Goodness  gracious,  Kenny,  of  course  not,"  Nicklaus  said. 
"It's  just  a  game." 

And  that  might  be  the  final  piece  to  the  puzzle.  They  simply 
have  a  sublime  sense  of  perspective. 
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Backseat  Driver  i  Jerry  Flint 


007  DRIVES 
AN  ASTON 


mm  mm$E  ALL  REMEMBER  SCOTT  FITZGERALD  SAYING, 
■H  JBmk  mm  "The  rich  are  different  from  you  and  me."  And 
lff|  mm  P*  mm  Hemingway  answering,  "Yes,  they  have  more 

iHh  II  money'  They  had  better  cars,  too.  That  wasn't  ex- 
Hl  mmm  actly  true  just  a  few  years  ago.  The  Rollses  and 
Bentleys  weren't  that  much  better  than  a  Mercedes  or  BMW,  and  just 
about  anybody  could  lease  a  BMW  or  Mercedes.  But  the  old  names 
are  getting  polished,  creating  a  new  class  of  cars  exclusive  enough 
for  the  very  rich.  Better  yet,  they're  profitable  for  their  corporate  own- 
ers, who  have  turned  perennial  losers  into  very  successful  brands. 

I'm  talking  about  Aston  Martin,  Bentley  and  Maserati.  The 
point  of  this  column  isn't  to  tell  you  which  supercar  to  buy  but  to 
prove  that  with  intelligent  leadership,  car  companies,  no  matter 
how  down-and-out,  can  be  turned  around.  And  believe  me,  these 
three  were  down-and-out. 

Start  with  Aston  Martin,  which  goes  back  to  1914  and  was 
always  a  rich  man's  toy — the  company,  that  is.  Ford  bought  Aston 
in  1987.  You  want  exclusive?  In  1992  global  sales  were  only  42.  By 
1999  they  had  climbed  all  the  way  to  622,  and  last  year  the  total 
was  5,000.  The  big  change  came  in  2000,  when  Ulrich  Bez  took 
over.  An  ex-Porsche  man,  he's  an  auto  engineer  specializing  in 
sports  cars.  For  the  first  time  Aston  has  a  three-car  lineup,  rang- 
ing from  the  $1 10,000  V-8  Vantage  to  the  $260,000  Vanquish  S. 
The  best  is  still  to  come.  Aston  has  shown  a  new  four-door  sports 
sedan,  called  the  Rapide,  that  will  be  out  in  2007.  "Delectable"  is 
the  only  word  I  can  think  of.  It  has  much  the  same  underbody 
(the  body  beneath  the  outer  skin)  as  the  other  two  models — that's 
to  hold  costs  down.  An  Aston  Martin  will  be  featured  in  the  new 
[ames  Bond  film,  Casino  Royale.  (Remember,  the  only  way  we 
knew  Aston  Martin  was  still  around  in  1964  was  that  James  Bond 
drove  one  in  Goldfinger.) 

Porsche  is  readying  a  four-door,  too,  but  Aston  will  beat 
Porsche  in  the  race  to  the  showroom.  All  I  can  say  is 
get  your  order  in  early  for  the  Rapide.  This  is  one 
move  Ford  can  be  proud  of,  especially  after  the  dis- 


asters at  Jaguar.  The  right  men  in  the  right  place  are  doing  the 
right  job. 

Here's  an  even  better  success  story:  Bentley.  Founded  in  1919, 
it  joined  with  Rolls-Royce  in  1931.  The  luxury  brands  split  in 
1998,  with  Bentley  landing  in  Volkswagen's  hands  and  Rolls  in 
BMW's.  Frankly,  buying  the  Bentley  nameplate  looked  like 
another  futile  gesture,  at  huge  expense,  to  push  VW  upscale  by 
making  a  few  hundred  big  boxy  cars  a  year. 

But  Bentley,  led  by  Franz- Josef  Paefgen,  former  head  of  Audi, 
fooled  the  world.  He  created  a  gorgeous  12-cylinder  all-wheel- 
drive,  two-door  coupe  called  the  Continental  GT,  for  $149,000, 
half  the  price  of  the  old  Bentleys.  He  has  followed  up  with  a  four- 
door  sedan  version  called  the  Continental  Flying  Spur,  with 
552hp  and  a  top  speed  of  195mph.  Perfect  name,  perfect  shape. 
This  spring  comes  a  convertible. 

Remember  the  Volkswagen  Phaeton,  a  failing  effort  by  VW  to 
create  a  Mercedes  competitor?  The  car  was  excellent,  but  luring 
customers  with  $100,000  to  spend  into  a  VW  showroom  is  another 
story.  The  Phaeton  is  not  dying  in  vain:  Its  innards  were  used  as 

the  base  to  create 
the  Continentals. 
Bentley  also  builds 
the  bigger  Arnage 
($240,000).  Com- 
bined worldwide 
sales  of  all  Bentley 
models  have  risen 
from  1,1 16  in  2002  to 
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8,627  this  year.  That's 
enough.  "We  will  be  stabilizing  our  production  at  around  this  level," 
says  Paefgen.  To  bring  in  more  profit  he's  planning  a  small  number 
of  ritzier  models,  his  "Diamond"  series. 

My  third  success  story  is  Maserati.  It's  not  there  yet,  but  I'm 
betting  it  will  be.  The  company  was  founded  in  1914  and  bought 
by  Fiat  in  1993.  Sales  have  jumped  from  797  in  1994  to  5,600  last 
year  under  new  Maserati  Chief  Karl-Heinz  Kalbfell,  who  had 
been  running  Rolls-Royce  for  BMW.  The  model  range  includes 
two-door  coupes,  convertibles  (the  Spyder)  and  the 
Quattroporte  four-doors  running  to  a  base  sticker  of  $115,900. 
The  designs  and  interiors  are  simply  gorgeous. 

Rebuilding  a  superluxury  line  is  as  tough  a  job  as  you  can 
find.  Those  customers  are  picky.  But  the  lesson  here  is  that  a 
turnaround  can  be  done.  And  if  it  can  be  done  on  a  luxury 
car,  it  can  be  done  on  a  middle-market  one.  It  takes  wisdom 
to  hire  great  designers  and  courage  to  accept  their  designs. 
Great  engineering  comes  from  people  who  know  something 
about  cars. 

At  the  moment  I  don't  think  GM  or  Ford  has  the  talent  or  guts 
to  do  a  Rapide  for  one  of  its  homegrown  makes.  I  don't  think 
most  American  car  executives  even  know  the  difference  between 
breathtaking  and  strange.  But  that  could  change,  too.  F 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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SELLING  FOOD 


The  Cheap 
Gourmet 


Wasabi  Peanuts?  Ginger  Cats  Cookies?  Chocolate  Covered  Soy  Nut: 


A HUNDRED  SHOPPERS 
crowd  into  eight  check- 
out lines  at  Trader  Joe's 
in  Tysons  Corner,  Va. 
Their  carts  are  loaded 
with  unusual  gourmet 
items:  hand-rolled 
tamales,  marinated  racks  of  Australian  lamb, 
chocolate-covered  soybeans.  Jon  F.  Mitchell, 
a  store  manager,  looks  at  the  crowd  and  pops 
the  cork  out  of  a  $3  botde  of  Charles  Shaw 
Beaujolais,  Trader  Joes  house-label  wine. 
"We  have  a  Beaujolais  nouveau  here,  meant 
to  be  drunk  young"  he  calls  to  shoppers,  pour- 
ing it  into  Dixie  cups.  The  bottle  is  quickly 
emptied.  Mitchell  opens  three  more. 

The  always-festive  atmosphere  at 
Trader  Joe's  253  stores,  loved  by  frugal 
foodies  for  their  high-quality,  dirt-cheap 


concoctions,  seems  even  more  exuberant 
these  days.  The  Monrovia,  Calif,  com- 
pany is  starting  to  venture  beyond  the 
out-of-the-way  suburban  strip  malls  its 
devoted  fans  have  flocked  to — some  driv- 
ing for  hours— for  39  years.  Expanding 
into  high-rent  neighborhoods,  Trader 
Joes  opened  its  first  Manhattan  store  in 
March,  one  of  33  new  outlets  since 
year-end  2004. 

Trader  Joe's  devoted  customers  like 
the  food,  the  prices  and  the  sense  of 
humor.  Plastic  lobsters  are  suspended  in 
fishnets  by  the  seafood  section  and 
staffers  wear  Hawaiian  shirts  and  tags  that 
read  "Captain"  and  "First  Mate."  Hand- 
lettered  signs  include  lots  of  exclamation 
points— as  in  "$1  less  than  last  year!"  and 
"Organic!"— and  invite  customers  to 


sample  new  offerings.  Adding  to  the 
allure,  the  product  choices,  although  lim- 
ited (2,000  items,  against  45,000  in  a  large 
Safeway),  are  not  entirely  predictable. 
With  as  many  as  10  to  15  new  items  every 
week  a  store  becomes  the  scene  of  a  treas- 
ure hunt.  Where  else  are  you  going  to  find 
Soy  &  Flax  Cereal  clusters  ($3.49),  Ginger 
Cats  Cookies  ($2.29)  and  Jalapeho  Blue 
Cornbread  Mix  ($2.29)? 

"When  you  look  at  food  retailers, 
there  is  the  low  end,  the  big  middle  and 
then  there  is  the  cool  edge — that's  Trader 
Joe's,"  says  Richard  George,  professor  of 
food  marketing  at  St.  Joseph's  University 
in  Philadelphia.  The  word  of  mouth  is 
such  that  the  advertising  budget  can  be 
small,  at  0.2%  of  sales,  against  4%  for  a 
supermarket.  "You  really  have  to  try  this 
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ranola,"  one  customer  says  to  another  at 
store  in  Westwood,  N.J.,  holding  up  a 
>ag  of  Trader  Joes  Ginger  Granola.  "You 
an't  get  it  anywhere  else." 

Trader  Joes  carries  mosdy  goods  with 
:s  own  labels.  There's  "Trader  Giotto's"  for 
:alian  items,  "Trader  Mings"  for  Chinese, 
'roduct  ingredients  and  serving  suggestions 
re  detailed,  in  the  style  of  clothing  retailer 
Peterman,  in  stores  and  in  the  food  com- 
any's  newsprint  circular.  ("Dude,  we  have 

ome  totally  outrageous  holiday  cookies  

'hese  all-butter  cookies  have  no  trans  fats. 
Ladical.")  Some  of  the  items  are  knockoffs 


sales  of  $4.7  billion  from  more-expensive 
items.  Trader  Joes  stores  are  small,  averag- 
ing 12,500  square  feet  (the  15,000-foot  store 
in  Manhattan  is  an  outlier).  Thus  does  the 
company  haul  in  annual  revenue  of  $1,440 
per  square  foot.  Whole  Foods  does  only 
$783,  the  average  supermarket  $600. 

Trader  Joe's  is  owned  by  one  of 
Europe's  richest  merchant  families,  the 
Albrechts,  who  have  made  their  $32.2  bil- 
lion fortune  selling  private-label  goods. 
They  keep  their  business  affairs  private, 
too.  No  member  of  the  family  has  been 
interviewed  since  Theo  Albrecht,  the 


only  added  scanners  to  its  checkout  lines 
five  years  ago — management  considered 
them  too  impersonal — may  have  a  hard 
time  maintaining  its  folksy  appeal  as  it 
grows.  Already  it  is  having  a  harder  time 
managing  its  suppliers.  Not  long  ago  Trader 
Joe's  cut  its  ties  with  Bingham  Hill  Cheese 
of  Fort  Collins,  Colo,  when  the  cheese- 
maker  couldn't  keep  up  with  an  explosion 
in  orders  from  the  food  retailer.  (Bingham 
Hill  went  out  of  business  in  February.) 
Trader  Joe's  had  to  recall  some  frozen - 
chicken  entrees  last  October,  after  listeria 
bacteria  were  found  at  one  of  its  suppliers' 


Charles  Shaw  ' 


sr  Joe's  sells  oddball  fare  at  terrific  prices  I  By  Deborah  Orr 


f  national  brands.  Joe's  O's  look  like  Chee- 
ios  but  cost  half  as  much. 

Trader  Joe's  fiercely  guarded  sources  are 
lostly  small-time  foodmakers,  although 
3me  larger  companies,  including  Ian's  Nat- 
ral  Foods,  do  some  manufacturing.  Rather 
ke  Pier  1  Imports,  Trader  Joe's  sends 
:outs  around  the  world  to  find  finished 
oods  other  retailers  aren't  selling  or  to  find 
lgredients  for  its  own  recipes.  Trader  Joes 
resident  Doug  Rauch  who,  like  other 
xecutives  at  Trader  Joe's,  declines  to  be  in- 
:rviewed,  recently  told  attendees  at  a  food- 
larketing  conference  that  it  started  creat- 
lg  its  own  products  so  "we  could  put  our 
estiny  in  our  own  hands." 

The  chain  posted  sales  of  $4.5  billion 
ist  year,  estimates  trade  journal  Supermar- 
et  News,  closing  in  on  Whole  Foods,  with 


cofounder  of  Germany's  Aldi  Group,  was 
kidnapped  and  released  on  a  $3  million 
ransom  in  1971.  Trader  Joe's  management 
has  been  just  as  hush-hush  since  the  fam- 
ily bought  the  chain  in  1978. 

Trader  Joe's  was  created  by  Joe 
Coulombe,  who  bought  three  Los  Angeles 
convenience  stores  in  1958.  Instead  of 
competing  with  7-Eleven,  Coulombe 
decided  while  vacationing  in  the  Caribbean 
to  adopt  a  tropical  theme  and  focus  on 
building  no-frills  stores  with  hard-to-find 
gourmet  products  at  impossibly  low  prices, 
says  Len  Lewis,  author  of  The  Trader  Joe's 
Adventure  (Dearborn,  2005).  Coulombe's 
reasoning:  Consumers  are  more  willing  to 
try  new  things  on  vacation. 

The  future  for  Trader  Joe's  looks  a  bit 
more  complicated.  The  company,  which 


plants.  In  December  it  yanked  an  Italian 
white  wine  from  stores  nationwide  after  the 
Dayton  Daily  News  in  Ohio  posted  a  cri- 
tique of  its  inconsistent  quality. 

Big-time  rivals  are  taking  aim.  Whole 
Foods  Chief  Executive  John  Mackey  says 
his  firm  created  its  "365"  private-label  bar- 
gain brand  to  go  up  against  Trader  Joe's. 
Costco,  the  warehouse-style  discount 
retailer,  has  added  a  line  of  Cameron 
Hughes  wines,  nicknamed  "Ten-Clam 
Cam,"  like  "Two-Buck  Chuck,"  which  is 
what  Trader  Joe's  shoppers  call  its  Charles 
Shaw  label. 

Still,  the  fact  that  Trader  Joe's  has  got- 
ten as  big  as  it  has  without  attracting 
much  head-on  competition  shows  how 
hard  it  is  to  imitate  a  quirky  formula  with 
a  cult  following.  F 
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When  we  invested  in  these  winning  companies, 
diversification  and  the  search  for  excellence  were  our  main 
objectives.  We  are  proud  to  be  part  of  these  success  stories, 
all  of  which  achieved  No.1  in  their  categories  with  the 
highest  level  of  performance.  From  our  headquarters  in 
Saudi  Arabia  we  will,  through  our  global  investments, 
consistently  contribute  to  the  growth  of  the  global  economy. 

Kingdom  Holding  Company  a 
We  invest  in  the  Best 


mpatfy  led  by  HRH  Prince  Alwaleed  Bi 
i.been  acquired  and  are  held 


i 


ased  in  the  Kingdom  of  Saudi  Arabia. 
RH  or  by  Trusts  (or  the  benefit  of  HRH  and  his  family. 


•  America's  Most  Admired  Companies  2003  -  Financial  Industry:  No.1  Megabarik  2002/03  •  Most 
Profitable  Company  2002  •  Biggest  Company  by  Equity  2002  •  Largest  Commercial  Bank  2002 
(Fortune}  •  Forbes  2000  List  for  2003  -  The  World's  Leading  Companies:  No.  1,  and  World's 
Biggest  Assets  Holder  •  Forbes  2000  List  for  2004  -  The  World's  Leading  Companies:  No.1,  and 
World's  Biggest  Assets  Holder  •  The  Global  500  List  for  2003  -  The  World's  Largest  Public 
Companies:  No.1  •  The  Global  500  List  for  2002  -  The  World's  500  Biggest  Companies:  No.1 
(Forbes)  •  Top  Tier  One  Capital  Bank  2002  •  Top  Total  Assets  Bank  2002  •  Top  Market 
Capitalization  Bank  2002  •  No.1  Bank  in  North  America  2002  •  No.1  Bank  in  the  World 
2002  (The  Banker)  •  Best  Global  Corporate  Bank  2003  •  Best  Bank  in  North  America  2003 
•  World's  Biggest  Bank  2002  (Global  Finance) 

George  V  Hotel,  Paris: 

•  No.1  Hotel  in  the  World  •  No.1  Hotel  among  Top  20  International  City  Hotels  -  4 
Consecutive  Years  2001,  2002,  2003  and  2004  (Andrew  Harper's  Hideaway  Report) 
H   •  Best  City  Hotel' Worldwide  2002,  2003,  2004  and  2005  •  Best  City  Hotel  in  Europet 
Africa,  and  Middle  East. 2003,  2004  and  2005  •  Best  Hotel  Group  Worldwide  -  2005 
■   •  Best  Hotel/Resort  Cuisine  2004  and  2005  -3-Michelin  Star  Cuisine  (The  Gallivanter's 
Guide)  •  Best  Luxurious  Hotel  in  the  World  in  2002-2003  (L'hotellerie  Magazine) 
■  •  Best  Hotel  on  the  Web  2003  (Trip  Advisor:  Best  Hotels  on  the  Web) 

News  Corporation: 

I   •  Most  Global  Media  Company  2002  (World  Screen  News) 

I  Four  Seasons  Hotels  £t  Resorts: 

I  •  Top  Hotel  Chain  in  the  World  2003  (Zagat  Survey:  Top  International  Hotels, 
I   Resorts  ft  Spas)  •  Best  Hotel  Group  Worldwide  2004  (The  Gallivanter's  Guide) 

I  The  Plaza  Hotel: 

I  •  Favorite  Individual  Hotel  for  Business  Travel  in  North  America:  Business  Traveler 
I  Favorite  -  for  the  11th  Consecutive  Year  2003  (Business  Traveler) 


Kingdom  Centre: 

•  Skyscrapers.com  2002  Award:  Best  New  Skyscraper  of  the  Year  for  Design  and 
Functionality  (Skyscrapers.com)  •  King  Abdullah  Bin  Abdulaziz  Mosque  on  the  77th 
floor  at  Kingdom  Centre,  as  the  world's  highest  mosque  above  ground  level 

(Guinness  World  Records  2005,  2006) 


Kingdom  Mall: 

•  ICSC  27th  International  Design  and  Development  Award  -  Innovative  Design  and 
Construction  of  a  New  Project  Award  2003  (ICSC.org) 

Samba  Financial  Group: 

•  Best  Bank  in  Saudi  Arabia  2000,  2001,  2002  •  Best  Private  Bank  in  Saudi  Arabia 
2004  •  Best  Domestic  Bank  in  Saudi  Arabia  2000  •  The  Best  Debt  House  in  Saudi 
Arabia  2005  (Euromoney)  •  Best  Internet  Bank  in  Saudi  Arabia  2002,  2003  and  2004 
•  Best  Trade  Finance  Bank  in  Saudi  Arabia  2001,  2002,  2003  and  2004  •  Best 
Integrated  Consumer  Bank  in  Middle  East  Et  Africa  2005  •  Best  Corporate  Information 
Security  Initiatives  in  Middle  East  ft  Africa  2005  •  Best  Corporate  Internet  Bank  in 
Saudi  Arabia  2002,  2003,  2004  a  2005  •  Global  Best  Corporate  Online  Cash 
Management  Bank  2005  •  Best  Equity  Bank  2005  •  Best  Foreign  Exchange  Bank  in 
>audi  Arabia  2002,  2003  (Global  Finance)  •  Best  Publicly  Held  Corporation  in  the  Arab 
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Gulf  Cooperation  Council  2001  (Stern  Stewart  Ft  Company)  •  Top  Bank  in  the  GCC  a 
Levant  Region  2003  (Gulf  Banking  Consultants'  Services)  •  Gulf  Brands  of  the  Decade 
Awards  Winner  2003  •  Brand  of  the  Decade  Awards  -  Banking,  Finance  Et  Insurance  2003 
(Gulf  Marketing  Review)  •  Bank  of  the  Year  in  Saudi  Arabia  2000,  2001,  2002  a  2005 
(The  Banker)  •  Best  Online  Bank  2004  (Arabian  Business) 


V  I  V  >  V  V.   (  1        I  V  l\     ■  *_t    I1V.JUI    «.     LTV.I  I  Mil 

•  Best  Hotel  Construction  2002  (Hermes  Award)  •  Fastest  Growing  Hotel  Chain  in  the  Middle 
East  2003  (Middle  East  Travel  Magazine) 

Sharm  El  Sheikh  Four  Seasons  Hotel  8t  Resort: 

Hotel  of  the  Year  Editor's  Choice  -  2002  •  Best  New  Hotel  2002  (The  Gallivan  ter's  Guide) 


IRE LESS 


Tower  TV 

Crown  Castle  has  a  great  business 
renting  space  on  cell  phone  towers 
Why  muck  it  up  with  a  bet  on 
mobile  video?  [  By  Tim  Doyle 


Crown  Castle 
Chief  John  Kelly, 
with  tower, 
outside  Pittsburgh. 


IOHN  KELLY  TOOK  OVER  AS  CHIEF 
executive  of  cell  phone  tower  oper- 
ator Crown  Castle  in  the  summer  of 
200 1 .  His  timing  was  terrible.  Crowns 
shares  were  on  their  way  to  an  ali- 
ne low  of  $1.  Its  $4.3  billion  in  debt,  60% 
its  capital,  was  trading  at  50  cents  on  the 


dollar.  Wireless  carriers,  which  rent  space  for 
their  antennas  on  Crown's  towers,  were  cut- 
ting way  back  on  equipment  rollouts.  "The 
industry  was  only  a  few  years  old,  and  I  don't 
think  investors  understood  how  this  would 
all  work  out,"  Kelly  says. 

But  Kelly  had  faith— and  $1  billion  in 


cash.  He  kept  renting  space  on  his  10,600 
U.S.  towers  and  bought  back  $400  mil- 
lion of  debt  with  $200  million  in  cash  and 
waited  (not  that  long,  it  turned  out)  for 
wireless  subscriber  rolls  to  lengthen. 
Since  2001  Crown  Castle  has  averaged 
11%  annual  revenue  growth  per  tower 
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technology 


By  the  Numbers 

Mobile  video  is  still  in  its  infancy  in  the  U.S.,  waiting  for  wireless  networks  to  get  faster. 
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and,  with  minimal  maintenance  required 
once  a  tower  is  up,  each  additional  dollar 
of  rent  now  yields  up  to  80  cents  of  gross 
profit.  The  company  generated  $204  mil- 
lion of  cash  from  operations  last  year  on 
$676  million  in  revenue.  The  shares  are 
up  thirtyfold  since  the  2002  low. 

Its  an  idiot-proof,  cash-gushing  busi- 
ness. So  why  would  Kelly  now  go  off  and 
divert  his  attention  to  a  risky  scheme  to 
turn  Crown  Castle  into  a  TV  broadcaster 
to  cell  phones  and  other  mobile  devices? 
Kelly's  bigger  rival  American  Tower  is 
content  to  collect  rent  checks  and  avoid 
new  services,  but  next  year  Kelly  expects 
to  launch  Modeo,  a  broadcast  service 
offering  live  and  prerecorded  sports,  news 
and  music  in  30  markets. 

"We  simply  see  opportunities  at  times 
and  places  where  others  don't,"  says  Kelly, 
48,  who  joined  the  company  as  chief  oper- 
ating officer  in  1998.  He  says  that  provid- 
ing mobile  TV  will  be  a  basic  service  that 
all  wireless  carriers  will  have  to  offer. 

But  mobile  TV  is  a  field  already  staked 
out  by  upstarts  such  as  MobiTV,  the  carri- 
ers themselves  and  industry  giant  Qual- 
comm,  which  claims  to  have  a  faster, 
cheaper  and  more  flexible  video  service 
than  Crown  Castles.  Qualcomm  says  it 
will  spend  $800  million  in  cash  to  build 
its  Mediaflo  service  and  network.  It 
already  beat  out  Crown  Castle  to  operate 
Verizon  Wireless'  broadcast  video  service, 
which  will  be  the  first  of  its  kind  when  it 
likely  debuts  in  2007. 

Kelly  refuses  to  accept  defeat  with 
the  Verizon  deal,  saying  there  is  plenty 
of  time  to  sign  agreements  before 
consumers  adopt  the  technology  in 
earnest  next  year.  "We  got  much  closer 
to  that  business  than  I  ever  thought  we 
would,"   says   Michael  Schueppert, 


president  of  the  Modeo  unit. 

Crown  Castle  has  so  far  invested  $30 
million  of  its  own  cash  in  Modeo,  but  Kelly 
is  hedging  his  risk  by  hiring  Allen  &  Co.  to 
raise  $500  million  in  other  people's  money. 
Crown  can  maintain  a  controlling  stake  as 
long  as  Modeo's  equity  value  continues  to 
increase  with  each  new  city  added.  Both 
Qualcomm  and  Crown  Castle  are  out  hus- 
tling up  deals  with  content  companies  and 
expect  to  begin  seeing  large  subscriber 
numbers  by  mid-2007  at  an  expected  price 
of$10to$15per  month. 

Carriers  that  are  either  running  out 
of  spare  spectrum  (such  as  T-Mobile)  or 
eager  to  maximize  their  high-speed 
(and  expensive)  third-generation  net- 
works (Verizon  and  Cin- 
gular)  are  looking  at 
these  video  broadcast 
schemes  as  a  way  to 
avoid  eating  up  their 
network  capacity. 

Only  1%  of  mobile 
subscribers  in  the  U.S.  get 
mobile  TV  service — a  pal- 
try $62  million  market 
but  one  that's  estimated  to 
reach  5%  of  subscribers 
and  do  $500  million  in 
business  by  2010. 

Currently  Sprint  and 
Cingular  offer  MobiTV, 
a  relatively  crude  $10- 
a-month  service  with 
a  jerky  video  picture. 
MobiTV  has  signed 
up  500,000  subscribers 
since  2003.  Cingular 
recently  launched  an 
additional  video  service 
that  allows  consumers  to 
watch  clips  from  The 


Ring  bada  bing:  Cingular  Video 
now  offers  clips  of  HBO  fare  like 
The  Sopranos  for  $5  a  month. 


82 


FORBES 


APRIL  10,  2006 


Sopranos  and  other  HBO  shows.  Bu 
MobiTV  and  similar  streaming  service 
are  spectrum  hogs.  An  uncompresse< 
video  clip  downloaded  over  a  cell  phoni 
network  uses  about  50  times  the  band 
width  of  a  song  clip. 

Modeo  and  Qualcomm's  Mediaflo  an 
separate  networks  with  their  own  wireles 
spectrum.  They  will  broadcast  to  an 
device  equipped  with  the  right  chips,  mosj 
likely  transmitting  live  sports  and  new^ 
leaving  the  on-demand  video  requests  t< 
the  carriers'  own  3G  networks.  Crowj 
Castle  plans  to  use  a  standard  popular  ii 
Europe  and  Asia  called  Digital  Vide| 
Broadcast  for  Handhelds,  or  DVB-H.  Intel 
Texas  Instruments,  Motorola,  Nokia  an< 
Samsung  are  all  support 
ing  DVB-H  with  equip 
ment  and  chips.  Crowi 
Castle  paid  $13  millioi 
in  2003  for  spectrun 
used  over  the  last  5' 
years  by  governmen 
weather  balloons.  Qual 
comm's  Mediaflo  uses 
national  UHF  spectrun 
(channel  55  in  som 
markets)  it  bought  in  tb 
early  2000s. 

Whereas  Qualcomn 
is  focusing  on  th 
205  million  U.S.  mobile 
phone  subscribers,  Crowi 
Castle  sees  Modeo  as 
broadcast  aimed  at  an] 
device  that  can  take  an  an 
tenna:  iPods,  BlackBerrys 
automobiles,  gaming  de 
vices  such  as  Sony' 
PlayStation  Portable  ant 
gadgets  from  companie 
yet  to  be  born. 


Any  MFP  can  print  colorful  growth  charts. 
How  many  can  actually  help  you  achieve  them? 


INTRODUCING  THE  SHARP  MX-SERIES.  Thanks  to  the  revolutionary 
Open  Systems  Architecture,  these  multifunction  products  seamlessly  integrate  with  your 
network  to  keep  up  with  your  growing  business.  They  also  deliver  outstanding  color  and 
enhanced  productivity.  No  wonder  Sharp  MFPs  won  the  BLI  award  for  "IT  Friendliness." 
To  start  your  own  renaissance  of  color,  visit  sharpusa.com/documents 


COLOR 


PRODUCTIVITY    •    SCALABILITY    •  SECURITY 


As  an  ENERGY  STAR1  Partner. 
Sharp  has  determined  that  this 
product  meets  the  ENERGY  STAR" 
guidelines  (or  energy  efficiency 
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The  Silent  Speaker 


NASA 
researchers 
can  hear 
what  you're 
saying,  even 
when  you 
don't  make 
a  sound. 
By  David 
Armstrong 


■  N  SPACE,  NO  ONE  CAN  HEAR  YOU 
I  scream.  Use  a  cell  phone  on  a  crowded 
■  commuter  train  and  everyone  can. 

Charles  Jorgensen  is  working  to  solve 
both  problems,  using  an  uncanny  tech- 
nology called  subvocal  speech  recogni- 
tion. Jorgensen  demonstrates  it  at  his 
offices  at  NASA's  Ames  Research  Labo- 
ratory in  Mountain  View,  Calif.  He 
attaches  a  set  of  electrodes  to  the  skin  of 
his  throat  and,  without  his  opening  his 
mouth  or  uttering  a  sound,  his  words  are 
recognized  and  begin  appearing  on  a 
computer  screen.  The  Ames  lab  has 
already  used  subvocal  commands  to 
drive  a  car  around  a  virtual  city  in  a 
computer  simulation  and  to  Google  the 
Web  using  nothing  but  unuttered  search 
terms  and  commands.  Jorgensen  sees 
abundant  applications  for  his  technol- 
ogy where  audible  speech  is  impossible: 


Chuck  Jorgensen, 
wired  for  sound. 


for  astronauts,  underwater  Navy  Seals, 
fighter  pilots  and  emergency  workers 
charging  into  loud,  harsh  environments. 

When  we  speak  aloud,  we're  forcing 
air  past  the  larynx  and  tongue,  sculpting 
words  using  the  articulator  muscles  in  the 
mouth  and  jaw.  But  these  muscles  go  into 
action  regardless  of  whether  air  is  sent 
past  them.  All  you  have  to  do  is  say  the 
words  to  yourself  and  you're  sending  weak 
electrical  currents  from  your  brain  to  the 
speech  muscles.  Jorgensen's  trick  is  to 
record  those  signals  (known  as  elec- 
tromyograms),  process  them  with  statisti- 
cal algorithms  and  compare  the  output 
with  prerecorded  signal  patterns  of  spo- 
ken words,  phrases  and  commands. 
When  there's  a  match,  the  unspoken  turns 
into  speech. 

Jorgensen,  who  earned  a  Ph.D.  in  1974 
in  mathematical  psychology  (before  it  was 


known  as  artificial  intelligence),  hit  upon  the 
idea  for  subvocal  speech  recognition  after 
working  on  electromyographic  interfaces  for 
fighter  pilots.  "That  work  led  us  to  ask,  'How 
small  an  electromagnetic  current  can  we  dis- 
criminate?'" says  Jorgensen.  (The  fact  that 
nerves  produce  current  has  been  known 
since  1848,  when  Emil  DuBois-Reymond 
sliced  open  his  hand  and  plunged  his 
clenched  fist  into  a  saline  solution,  trigger- 
ing a  jump  in  an  attached  galvanometer.) 

Subvocal  speech  recognition  still  needs 
a  lot  of  work  before  it  can  achieve  consis- 
tent, accurate  readings.  Audible-speech- 
recognition  software  is  now  proficient 
enough  to  convert  both  "tom-ah-to"  and 
"tom-ay-to"  to  "tomato."  Under  optimal 
conditions  normal  speech-recognition  soft- 
ware that  works  with  sound  is  95%  accurate. 

But  subvocal  recognition  is  dealing 
with  electromyograms  that  are  different  for 
each  speaker.  Consistency  can  be  thrown  off 
just  by  the  positioning  of  an  electrode.  To 
improve  accuracy,  researchers  in  this  field 
are  relying  on  statistical  models  that  get  bet- 
ter at  pattern-matching  the  more  times  a 
subject  "speaks"  through  the  electrodes.  But 
even  then  there  are  lapses.  At  Carnegie  Mel- 
lon University,  researchers  found  that  the 
same  "speaker"  with  accuracy  rates  of  94% 
one  day  can  see  that  rate  drop  to  48%  a  day 
later.  Between  two  different  speakers  it  drops 
even  more. 

Carnegie  Mellon  researcher  Tanja 
Schultz  says  one  possible  application  is  a 
"silent"  cell  phone  that  can  detect  and 
translate  unuttered  phrases  like  "I'm  in  a 
meeting"  and  "I'll  call  you  later."  Japan's 
NTT  Docomo  is  working  on  a  subvocal 
mobile  phone  operated  by  sensors  worn 
on  the  fingers  and  thumb.  A  speaker  grips 
his  face,  putting  the  sensors  in  contact 
with  the  cheekbone,  upper  lip  and  chin. 
So  far  Docomo's  system  recognizes  the 
five  Japanese  vowels  90%  of  the  time. 

Jorgensen  sees  the  day  when  electro- 
magnetic sensors  will  be  woven  into  the 
fibers  of  turtlenecks  or  rescue  workers' 
outfits.  "As  long  as  people  have  had 
machines  and  tools,  they've  been  depend- 
ent on  the  physicality  of  the  body,"  Jor- 
gensen says.  "Separate  those  control  activ- 
ities from  the  body  and  it  opens  a  whole 
new  generation  of  interface  design."  F 
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Digital  Tools 


Stephen  Manes 


Living  Room 
Video  Store 


Moviebeam 
stores  100  films 
in  a  set-top 
device.  Can  it 
really  compete 
with  cable 
boxes  and 
video  rentals? 


MOVIEBEAM  WOULD  LIKE  YOU  TO  THINK  OF 
its  new  set-top  box  as  a  video  store  that  offers 
instant  home  delivery  and  is  never  out  of  the 
titles  it  advertises.  But  its  also  a  store  that  gets 
most  of  its  movies  late,  strips  out  most  of  the 
VD  extras,  offers  only  100  titles  at  a  time,  brings  in  no  more 
lan  10  new  ones  a  week,  charges  four  bucks  to  rent  a  new 
?lease  for  24  hours  and  demands  $230  up  front  for  the  privilege 
f  membership.  You're  not  likely  to  want  to  join  up  just  now, 
ut  you  might  keep  an  eye  out  to  see  if  it  expands  into  sorae- 
hng  the  neighborhood  could  be  proud  of. 

Moviebeam  costs  $200  post-rebate  plus  $30  for  activation.  Like 
TiVo,  this  box  has  a  hard  drive  inside.  The  difference  is  that  the 
:rvice,  not  you,  decides  what  and  how  many  movies  live  on  the  drive, 
rhich  refreshes  itself  with  video  data  hidden  in  the  broadcasts  of  a 
>cal  TV  station.  The  company  says  about  20%  of  new  arrivals  will 
opear  precisely  when  they  hit  retail  shelves.  But  most  wont  appear 
ntil  a  month  later,  when  on-demand  and  pay-per-view  get  them, 
here's  also  a  smattering  of  older  fare,  some  of  it  for  half  price. 

But  the  company,  which  started  as  part  of  the  Walt  Disney  Co. 
nd  has  been  spun  off  to  investors  including  Disney,  Intel,  Cisco 
nd  several  venture  capitalists,  has  yet  to  cut  a  deal  with  Sony, 
3  none  of  its  content  is  yet  available.  And  though  the  box  of- 
;rs  theatrical  trailers  free,  other  extras  are  few  and  far  between. 


Standard-definition  picture  and 
sound  quality  are  slightiy  better 
than  on-demand  cable,  about  on 
a  par  with  DVD — but  none  of  the 
Moviebeam  titles  I  tried  was  in 
the  widescreen  format  that  the 
DVDs  preserved. 

When  you  agree  to  pay  for  a 
24-hour  rental,  Moviebeam 
shows  it  to  you  right  now.  But 
so  do  cable  operators'  video-on- 
demand  servers,  which  can 
hold  far  more  movies.  My  local 
Comcast  box  offered  more  pay 
titles  on  demand  than  Moviebeam,  including  some  in 
Spanish,  and,  with  the  exception  of  North  Country,  the 
exact  same  group  of  Academy  Award  nominees  and 
winners. 

And  Comcast  on-demand  added  more  than  150 
■    free  movies,  many  of  them  true  classics,  plus  plenty  of 
TV  content.  Cable  video-on-demand  isn't  available 
everywhere,  but  neither  is  Moviebeam,  whose  launch 
covers  29  metro  areas  and  will  reach  40  million  homes. 

Moviebeam's  new  titles,  up  to  ten  a  week,  kick  out 
the  oldest  ones.  The  data-within-TV-signal  scheme 
requires  a  paperback-book-size  antenna  that  may  need 
careful  positioning  if  you  don't  live  where  you  can  eas- 
ily get  TV  over  the  air.  The  box,  bland  antenna  and  wire 
are  just  more  annoying  things  you  want  to  hide.  The 
unit  also  needs  a  phone  jack  nearby  in  order  to  send 
your  billing  information  to  the  company  every  two  weeks. 

Precisely  seven  high-definition  movies  (720p  format)  were 
offered  when  I  tried  Moviebeam.  Each  costs  a  buck  more  than 
the  standard-def  version,  and  only  two  were  as  recent  as  2004. 
And  this  is  the  first  device  I've  tried  that  gives  owners  of  older 
HD  sets  the  back  of  its  hand  by  delivering  high  definition  only 
through  the  newish  HDMI  connector.  Try  to  watch  the  HD 
material  via  component  cables  and  it  will  appear  in  piracy- 
thwarting  so-so  480p — a  copy-protection  trick  you'll  be  seeing 
soon  in  HD-DVD  and  Blu-Ray  players.  But  for  sets  with  HDMI, 
the  box  will  upconvert  its  standard-def  movies  to  720p. 

The  audio  went  bad  on  the  first  unit  I  tried,  suggesting  that 
Moviebeam  may  have  premiered  too  soon.  Further  evidence: 
the  Ethernet  and  USB  ports  on  the  back.  They're  basically  use- 
less now,  but  the  company  expects  to  open  the  box  to  Internet 
connections  before  year's  end.  That  should  allow  for  far  more 
content — including,  one  hopes,  a  lot  of  HD.  Moviebeam  also 
plans  a  second  device  that  does  more  or  less  what  this  one  does 
but  works  with  PCs  and  costs  half  as  much.  The  Christmas  sea- 
son may  be  the  time  to  revisit  this  "store";  for  now,  do  what 
Joaquin  Phoenix  did  and  Walk  the  Line.  F 
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The  $22  Billion 


Six  million  Americans  gobbled 
Redux  and  Pondimin  to  lose  jgmm 
weight.  A  few  thousand  ^^iS 
got  very  sick.  For  this  Wyeth  has 
paid  a  colossal  sum.  How  much  i 
went  to  undeserving  claimants  - 
and  their  lawyers? 


CENZNER  AND  MICHAEL  MAIELLO 
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LAWYER  MARC  BERN  TROLLS  FOR  TAR- 


ets  by  browsing  arcane  medical  journals  in  search  of  drug- 
lakers  bound  for  trouble;  then  he  collects  clients  by  placing  ads 
1  tabloid  newspapers.  One  of  his  biggest  payoffs  came  from 
rotting  an  article  in  the  New  England  Journal  of  Medicine  in 
.ugust  1997.  It  told  the  story  of  five  women  at  the  Mayo  Clinic 
1  Rochester,  Minn,  who  had  needed  heart-valve  surgery.  All  five 
ad  taken  fen-phen,  the  new  diet  drug  that  had  quickly  spread  to 
million  pudgy  patients.  "It  was  an  ominous  sign"  Bern  says, 
le  instantly  alerted  an  ally  in  the  tort  business,  lawyer  Paul 
lapoli  of  Great  River,  N.Y.,  telling  him  Redux  "presented  a  fab- 
lous  opportunity,  another  mass  tort  litigation." 

A  month  later,  after  a  meeting  with  the  Food  &  Drug 
.dministration,  American  Home  Products  (now  Wyeth)  with- 
rew  Redux  and  a  related  diet  drug,  Pondimin,  from  the  mar- 
et;  the  two  drugs  were  part  of  a  "fen-phen"  craze  (named  for 
exfenfiuramine,  the  active  ingredient  in  Redux,  and  phenter- 
line)  that  had  swept  up  6  million  patients.  The  same  day,  Sept. 
5,  1997,  Bern  and  Napoli  were  ready  with  their  first  fen-phen 
J;  hundreds  of  inquiries  poured  in  from  worried  patients  and 
iger  lawyers. 

Emboldened,  Bern  and  Napoli  merged  their  firms  and  ran 
leir  New  York  Post  ad  intermittently  for  two  months.  They 
:nted  out  extra  space  in  their  office  building  in  Great  River  on 
ong  Island  and  hired  dozens  of  doctors,  nurses  and  clerks  to 
^aluate  cases.  This  has  been  richly  rewarding.  Napoli  and  Bern 
ound  up  with  5,600  cases  and  landed  a  rumored  $1  billion  in 
?ttlement  payments  from  Wyeth — most  of  it  without  providing 
mch  evidence  proving  their  clients  were  sick.  If  Napoli  and 
em  took  the  typical  33%  fee,  then  they  raked  off  $333  million 
l  legal  fees. 

They  would  later  strike  a  close  alliance  with  fellow  Great 
iver  firm  Hariton  &  D'Angelo,  which  was  formed  exclusively  to 
ip  fen-phen  settlements.  The  two  firms  together  spent  $28  mil- 
on  setting  up  80  centers  around  the  country  to  give  echocar- 
iograms  to  fen-phen  users  and  advertise  in  the  areas  where  the 
lost  prescriptions  had  been  written.  They  reviewed  54,000  cases 
id  winnowed  them  down  to  an  extra  6,000,  demanding  $900 
lillion  more. 

The  Napoli  claims  are  just  a  slice  of  a  huge  pie.  So  far  Wyeth 
as  set  aside  $22  billion  to  pay  damages  to  600,000  people.  Some 
f  those  people  were  sickened  by  the  drugs.  Many  were  not.  Now 
le  firms  of  Napoli  and  D'Angelo  are  among  lawyers,  doctors 


and  technicians  nationwide  who  are  under  judicial  scrutiny  for 
their  tactics  in  the  Redux  gold  rush. 

That  gold  attracted  some  out-and-out  crooks — so  far  26 
people  have  been  charged  with  submitting  fraudulent  claims — 
and  a  lot  of  claimants  who  were  pushing  the  boundaries  of  legit- 
imacy. By  some  estimates  70%  of  the  billions  paid  for  the  most 
serious  claims  went  to  patients  who  aren't  sick  and  don't  deserve 
it.  That  adds  up  to  $6  billion  or  more  in  payments  that  were 
fraudulent  or  in  error.  It  may  add  up  to  one  of  the  biggest  tort 
scams  ever,  waged  by  a  cabal  of  doctors  and  lawyers  plying  a 
tortuous  legal  system. 

In  2002  the  federal  judge  overseeing  that  trust  and  a  related 
class  action,  U.S.  District  Judge  Harvey  Bartle  III,  rejected  78  of 
the  firms'  clients  and  $32  million  in  claims,  charging  the  two 
outfits  had  used  cardiologists  who  had  "participated  in  system- 
atic abuses  and  improprieties."  "We  find  that  the  firms  engaged 
in  highly  objectionable  conduct  in  their  review  and  submission 
of  potential  drug  cases,"  the  judge  later  noted.  He  added  that 
Napoli  and  D'Angelo  "have  clearly  not  been  models  of  rectitude." 

Paul  Napoli,  38,  who  graduated  from  St.  John's  Law  School  in 
Queens,  N.Y.  in  1992  and  then  started  his  own  firm,  rejects  the 
judicial  sniping.  He  says,  "We  sent  30,000  people  to  get  echoes," 
and  pursued  lawsuits  for  only  a  fraction  of  them.  Judge  Bartle's 
oversight  of  the  Wyeth  trust  "is  like  the  Salem  witch  trials,  and 
we  were  the  witches,"  Napoli  complains.  "There  has  not  been  one 
finding  of  fraud  against  us."  Mario  D'Angelo  says,  "I  took  offense. 
Given  the  time  constraints  of  the  settlement,  how  could  you 
screen,  digest  and  evaluate  claims?" 

But  even  a  lawyer  on  the  claimant  side  admits  to  some  con- 
cern. "There  was  an  intentional  effort  to  game  the  system,"  says 
Michael  Fishbein,  the  court-appointed  lead  lawyer  for  the  entire 
class  of  fen-phen  users  covered  by  an  early  $3.75  billion  trust 
that  Wyeth  agreed  to  set  up  in  late  1999.  He  believes  70%  of  the 
most  serious  claims,  for  severe  damage  to  heart  valves,  were 
"medically  unfounded  and  unjustified  because  the  claimant 
doesn't  have  the  condition."  (Rival  lawyers  deny  it  and  say  his 
real  interest  is  in  a  quick  resolution  so  he  can  collect  big  fees.) 
Fishbein  says  he  worries  there  won't  be  enough  money  left  to  pay 
the  truly  sick,  but  he  stops  short  of  alleging  out-and-out  fraud. 

Others  are  more  blunt.  "Material  misrepresentations" 
amounting  to  "pervasive  fraud"  drove  70%  of  the  serious  claims 
that  were  found  payable  by  the  Wyeth  trust  fund,  says  Joseph 
Kisslo,  a  court-appointed  cardiologist  who  reviewed  a  sample  of 
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1,000  echocardiograms  in  late  2004.  "Thousands  of  people  have 
been  defrauded  into  believing  that  they  have  valvular  heart  dis- 
ease when  in  fact  they  do  not,"  Kisslo  said  in  a  report  he  wrote  for 
the  trust.  A  few  months  ago  he  was  summoned  to  the  U.S.  Attor- 
ney in  Philadelphia  to  show  how  echo  machines  could  be  manip- 
ulated to  produce  evidence  of  apparent  heart-valve  damage.  In 
January  the  Justice  Department  took  control  of  the  several  hun- 
dred thousand  echocardiogram  tapes  held  by  the  trust  in 
Philadelphia. 

SOON  AFTER  THE  1999  FEN-PHEN  SETTLEMENT,  LAWYERS 
and  doctors  teamed  up  across  the  country  to  set  up 
makeshift  "echo  mills"  in  hotel  rooms,  in  an  office  off  a 
Texas  highway  and  elsewhere  to  scan  thousands  of 
patient  cases  in  search  of  high-profit  payoffs.  Some  doctors  were 
paid  million-dollar  sums  for  cursory  reviews;  legal  staffs,  rather 
than  doctors,  instructed  technicians  and  recorded  medical  his- 
tories. Often  the  echocardiograms  were  taken  without  the 
supervision  of  a  board-certified  cardiologist,  violating  the  settle- 
ment agreement. 

"This  is  another  example  of  how  greed  can  warp  the  sensibil- 


ities of  seemingly  responsible  legal  and  medical  professionals, 
who  then  team  up  to  create  dubious  claims  that  the  lawyers  then 
turn  into  mass  torts,"  says  Peter  Zimroth,  Wyeth's  lead  outside 
attorney  and  a  partner  at  Arnold  &  Porter. 

The  legal  fallout  has  begun.  In  Kentucky  one  batch  of  438 
cases  fetched  $200  million  in  settlement  payments  from  Wyeth — 
but  the  patients  got  only  $74  million.  Lawyers  got  the  lion's  share, 
in  a  deal  concocted  in  the  state  judges  chambers  by  three  Ken- 
tucky trial  lawyers,  a  consultant  pal  of  the  judge  and  Stanley 
Chesley,  a  Cincinnati  lawyer  who  is  one  of  the  lead  attorneys  in 
the  federal  case.  All  four  lawyers  received  $20  million  apiece,  in  a 
deal  kept  secret  from  plaintiffs.  Another  $20  million  was 
skimmed  from  the  settlement  and  parked  in  a  nonprofit  that  paid 
salaries  and  expenses  for  the  three  local  lawyers,  the  consultant 
and,  upon  retirement,  the  judge.  Judge  Joseph  Bamberger 
resigned  in  late  February  rather  than  face  an  investigation  by  the 
Kentucky  Judicial  Conduct  Commission,  which  then  publicly 
reprimanded  him.  Chesley,  a  prominent  practitioner  of  mass-tort 
law,  denies  any  wrongdoing. 

In  Mississippi  a  federal  official  privately  says  20%  of  fen-phen 
plaintiffs  in  the  state  may  never  have  taken  the  drug  at  all.  In  Jack- 
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on  the  federal  prosecutors  have  charged 
6  bogus  claimants  and  are  said  to  be 
limbing  higher  up  the  legal  ladder.  Two 
eople  working  with  Schwartz  &  Associ- 
tes,  a  Jackson  law  firm,  have  pleaded 
uilty  to  fraud  charges  and  are  cooperat- 
lg  with  prosecutors. 

Prosecutors  also  are  investigating 
le  practices  of  trial  lawyers  and  doctors 
wolved  in  the  cases.  Some  of  the  most 
nterprising  attorneys  include:  Dallas 
iwyer  Kip  Petroff,  the  Long  Island  firms 
lapoli,  Kaiser,  Bern  and  Hariton  & 
)'Angelo,  and  George  Fleming  of  Hous- 
)n.  All  of  them  assert  that  they've  done 
othing  wrong  and  have  not  been  con- 
icted  by  Justice. 

Wyeth  continues  to  reel  from  the 
:gal  assault.  Insurance  covered  only 
400  million  of  the  damage  costs,  forc- 
lg  Wyeth  to  fund  the  rest  by  selling  $8 


they  have  valvular  heart  disease  when  in  fact  they  do  not. 


illion  in  assets  and  giving  up  a  merger  with  Warner-Lambert  to 
tt  a  $2  billion  kill  fee;  it  warns  it  may  have  to  sell  more  assets  to 
ind  still  more  claims. 

The  drugmaker  itself  bears  some  blame.  It  resisted  regula- 
rs' push  for  a  stark,  black-box  warning  label  when  the  drug 
ebuted  in  1996.  It  waged  a  $2.3  million  ad  blitz  in  medical 
mrnals,  ultimately  reaching  far  beyond  the  small  portion  of 
norbidly  obese"  patients  the  drug  was  intended  to  treat, 
hough  Wyeth  denies  encouraging  the  practice,  Pondimin 
nd  Redux  and  an  over-the-counter  drug,  phentermine,  were 
sed  in  myriad  combinations  the  FDA  hadn't  approved. 

WORST  OF  ALL,  IN  ENSUING  COURT  TRIALS  IT 
was  shown  that  early  on  Wyeth  had  received  at 
least  30  reports  of  heart-valve  disease  in 
patients,  yet  it  never  warned  physicians,  the 
ublic  or  the  FDA.  (Wyeth  insists  it  didn't  learn  of  its  drugs'  link 
)  valve  damage  until  the  spring  of  1997,  from  a  doctor  at  the 
layo  Clinic.)  And  after  the  withdrawal  of  the  drugs,  Wyeth 
oggedly  spent  $80  million  paying  scientists  to  do  research  that 
light  cast  doubt  on  the  drugs'  side  effects. 

In  one  case  Katherine  Otto,  a  cardiologist  at  the  University  of 
Washington  School  of  Medicine,  declined  to  coauthor  a  Wyeth- 
mded  study.  "The  lack  of  candor  on  the  part  of  Wyeth  and  the 
dlure  to  allow  the  primary  investigators  full  access  to  the  data 
as  been  a  major  disappointment,"  she  told  a  Wyeth  researcher 
l  a  letter  dated  January  1999. 

The  vagaries  of  fen-phen's  effects  and  the  imaging  technology 
)  capture  them  added  to  Wyeth's  difficulties.  Fen-phen  was  found 
)  cause  heart-valve  leakage,  letting  some  blood  flow  back  into  the 


chamber  it  had  just  left,  but  this  problem  also  appears  naturally  in 
2%  or  so  of  the  population.  And  while  leakage  of  20%  or  more  of 
the  blood  flow  is  deemed  troublesome,  the  echocardiograms  that 
gauge  this  are  open  to  divergent  interpretations  and  manipulations. 
A  slight  shift  in  an  echo  machine's  settings  can  produce  images  that 
exaggerate  the  backflow;  minor  changes  in  a  patient's  blood  pres- 
sure can  yield  starkly  different  results.  Different  echoes  for  the  same 
patient  can  yield  different  diagnoses  25%  of  the  time. 

In  the  two  years  after  Redux  was  pulled  from  the  market  in 
September  1997, 18,000  lawsuits  were  filed  against  Wyeth.  Some 
Wall  Street  analysts  thought  the  company's  liability  would  be 
limited  to  $2  billion  to  $4  billion.  In  mid- 1999,  as  Wyeth  was  in 
negotiations  to  forge  a  broad  class  action  settlement,  its  stock 
was  near  $70.  The  threat  of  far  more  staggering  damage  to 
Wyeth  became  clear  a  few  months  later,  when  Dallas  lawyer  Kip 
Petroff  won  a  groundbreaking  suit  in  state  court  in  east  Texas  in 
August  1999.  Wyeth's  stock,  already  in  decline,  collapsed  to  $41. 

Representing  Debbie  Lovett,  a  zaftig  beautician  who  had  taken 
Pondimin  for  seven  months,  Petroff  realized  she  "didn't  have  symp- 
toms of  pain  and  suffering,"  he  says.  So  he  asked  the  jury  for  a  mod- 
est sum — $5  million.  The  jury  handed  him  a  $23  million  award, 
$20  million  of  it  in  punitive  damages,  saying  Wyeth  had  "acted  with 
negligence  and  gross  negligence."  A  few  weeks  later  Petroff  settled 
for  $2.2  million,  clinching  the  lawyer's  star  status  among  his  hungry 
peers.  Within  months  Petroff  was  wading  through  4,000  cases 
handed  to  him  by  a  consortium  of  lawyers  in  Louisiana  and  Col- 
orado. He  held  lawyers'  seminars  showing  videotaped  commentary 
on  depositions  to  illustrate  "how  we  did  it,"  he  says. 

Petroff  s  advice  to  his  referring  lawyers  included  the  insight 
that  in  some  instances  the  doctors  and  auditors  administering 
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An  echo  reported  to  have  severe  damage 
but  is  actually  mild. 


the  settlement  were 
misinterpreting  "mild" 
heart-valve  damage 
as  "moderate"  an<$£ 
incorrectly  classifying 
moderate  cases  a$.' 
"severe." 

A  few  months 
after  Petroff  s  beauti- 
cian victory  Wyeth  ex- 
ecutives believed  they 
had  found  partial  safe 
harbor.  A  hundred 
class  actions  nation- 
wide had  been  consol- 
idated in  federal  court 
in  Philadelphia  under 
the  Wyeth  trust.  On  the  plaintiff  side  were  lawyers  including 
Michael  Fishbein,  now  lead  attorney  for  the  class,  and  Stan  Ches- 
ley.  Wyeth  agreed  to  a  $3.75  billion  trust:  $2.5  billion  in  medical 
compensation  and  $  1  billion  for  monitoring  patients.  The  lawyers 
got  $200  million  and,  with  the  judge's  approval,  can  get  $229  mil- 
lion more.  (In  2004  an  extra  $1,275  billion  was  added  to  the  trust.) 
Without  the  settlement,  Wyeth's  medical  monitoring  costs  could 
have  run  $6  billion  to  as  much  as  $24  billion.  Best  of  all  the  set- 
tlement terms  ruled  out  punitive  damages. 

MORE  THAN  650,000  PEOPLE  SIGNED  UP  IN  TEH 
first  three  and  a  half  years  to  share  in  the  trust's 
payout.  Wyeth  brass  was  shocked  to  learn  that 
88,000  of  them  claimed  to  have  serious  heart- 
valve  damage.  This  number  clearly  was  out  of  whack:  By  Febru- 
ary 2005,  in  the  eight  years  since  Redux  was  recalled,  only  1,205 
patients  had  heart-valve  surgery;  surely  the  total  would  be  higher 
if  88,000  people  truly  had  serious  damage.  Their  ranks  threat- 
ened to  cost  Wyeth  a  devastating  $35  billion— ten  times  the  orig- 
inal size  of  the  Wyeth  trust— if  all  of  them  landed  the  going  rate 
of  $400,000  for  serious  valve  disease.  Even  using  the  Wyeth-side 


tried  to  block  the  original  $3.75  billion  settlement.  Thomas 
Pirtle  resigned  from  class  counsel  in  protest  over  the  low 
amount,  arguing  it  wouldn't  cover  the  full  extent  of  patient 
damages.  (Nice  call.)  Failing  at  that,  they  rounded  up  thou- 
sands of  patients  who  "opted  out"  of  the  full  class  to  take 
their  chances  in  court. 

The  opt-out  ranks  swelled  to  more  than  50,000  of  the 
600,000  people  in  the  class-action  settlement  after  Wyeth 
suffered  another  courtroom  setback.  This  one  came  in 
December  1999  when  a  jury  in  Fayette,  Miss,  awarded  five 
plaintiffs  $150  million,  or  $30  million  each.  The  lawyers  who 
landed  that  prize — Schwartz  &  Associates  of  Jackson,  Miss., 
Michael  Gallagher  of  Houston,  Dennis  Sweet  of  Jackson, 
Miss,  and  other  southern  firms — were  about  to  go  to  trial  for 
another  1,600  people. 

Moments  after  the  big  verdict  came  in  on  their  first  five 
clients,  the  state  judge  in  the  case,  Lamar  Pickard,  warned 
Wyeth  it  might  face  punitive  damages  (the  plaintiffs'  attor- 
neys wanted  a  billion  dollars).  Pickard  suggested  Wyeth 
should  settle.  Less  than  half  an  hour  later,  Wyeth  settled  the 
next  1,600  cases  for  $400  million — seemingly  a  steal.  The 
three  firms  and  other  referring  attorneys  reaped  $160  mil- 
lion in  fees.  Subsequently,  these  firms  and  others  across  the 
country  developed  a  slew  of  other  cases  and  were  able  to 
extract  another  $350  million  from  Wyeth. 

Yet  some  of  the  claims  in  Mississippi  were  flagrantly 
bogus.  Samuel  Johnson,  a  Fayette  resident,  "created  a  false 
and  fraudulent  pharmacy  label"  and  landed  a  quarter  million 
dollars.  According  to  court  documents,  he  took  $150,000 
after  attorneys'  fees.  Yvonne  Wright  of  Fayette  also  admitted 
in  court  that  she  had  submitted  a  forged  label,  getting 
$250,000  and  handing  a  $100,000  cut  to  her  lawyers. 

Schwartz  &  Associates  and  Gallagher  paid  the  majority 
of  $229,000  to  Gregory  Warren,  a  Louisiana  preacher,  to 
round  up  plaintiffs.  He,  in  turn,  manufactured  clients  by 
copying  patient  records,  whiting  out  the  names  and  entering 
new  names  of  most  anyone  he  could  lure  into  the  scam, 
according  to  documents  at  the  U.S.  District  Court  of  Jack- 


Thousands  of  new  patients 


will  pop  up  ii 


estimate  that  70%  of  these  claims  were  exaggerated,  the  remain- 
ing 26,000  people  might  get  $10.4  billion. 

Wyeth  also  faces  166  cases  from  people  who  developed  pri- 
mary pulmonary  hypertension,  a  sickness  that  ends  in  death. 
Wyeth  has  settled  many  cases  for  $2  million  to  $10  million  each 
and  is  appealing  a  judgment  in  Texas  for  $1  billion.  In  that  case"^ 
the  judge  instructed  the  jury  to  weigh  heavily  "the  deliberate' 
destruction  by  Wyeth  of  14  files  from  the  Mayo  Clinic."  Wyeth 
contends  it  didn't  destroy  any  documents  and  that  the  judge's 
instructions  are  the  basis  of  its  appeal. 

Worse,  Wyeth  faced  pressure  from  still  more  lawsuits  not 
covered  by  the  trust.  Napoli  of  Long  Island  and  a  famously 
pugilistic  law  firm  in  Houston,  O'Quinn,  Laminack  &  Pirtle,  had 


son,  Miss.  He  pleaded  guilty  to  tax  and  wire  fraud. 

A  Schwartz  paralegal,  Norma  Foster,  filed  a  false  claim  for 
herself;  she  now  is  a  cooperating  witness  in  a  government  inves- 
tigation into  the  Mississippi  settlements.  "We're  proceeding  up 
the  ladder  of  criminality,  one  rung  at  a  time,"  says  the  acting  U.S. 
Attorney  in  the  probe,  Donald  Burkhalter.  "That's  how  it  works." 

The  Schwartz  firm's  founder,  Richard  Schwartz,  who  adver- 
tises for  clients  on  TV,  says  (through  his  attorney):  "No  one  at 
the  Schwartz  firm  authorized,  supported  or  condoned  that  Greg 
n  or  anyone  else  had  any  involvement  in  submitting  false 
fiaims."  Michael  Gallagher,  likewise,  insists  he  knew  nothing  of 
the  fraud  until  it  was  revealed  in  the  Mississippi  investigation. 

After  the  big  Mississippi  verdict  against  Wyeth,  it  settled 
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ROLE  REVERSAL: 

Attorney  Peter  Zimroth  leads  Wyeth's 
counterattack  against  doctors  and  lawyers. 

diologist  Linda  Crouse  of  Kansas  City,  Mo.  At  her 
cardiology  practice  she  relied  on  employees  from 
the  D'Angelo  law  firm  to  instruct  her  staff  in  how  to 
measure  evidence  of  heart-valve  damage  (under  the 
standards  of  the  settlement).  She  tested  725  patients 
who  had  taken  the  drugs  and  found  evidence  of 
heart  damage  in  60%  of  the  cases.  Yet  Wyeth  says 
she  found  damage  in  only  5%  of  cases  when  she 
reviewed  the  echoes  of  fen-phen  users  for  a  study  a 
few  years  earlier.  She  counters  that  in  that  review  she 
was  one  of  44  cardiologists  involved  and  looked  at 
only  20  echoes  of  1,640  total. 

UNBEKNOWNST  TO  D'ANGELO  LAWYERS, 
Crouse  also  was  reviewing  15,000  to 
20,000  echoes  for  a  lawyer  in  Kansas 
City  who  was  working  with  Kip  Petroff 
of  Dallas.  Often  she  diagnosed  heart  damage  with- 
out seeing  patients  or  reviewing  their  medical  his- 
tory. Her  attorney  says  cardiologists  don't  need  to 
look  at  medical  histories  to  interpret  an  echocardio- 
gram. Furthermore,  Crouse  claims  she  turned  80% 
of  those  claims  away.  She  billed  $2.5  million  in  ten 
months.  In  federal  court  in  Philadelphia  Judge  Bar- 
tie  said  her  "mass-production  operation  would  have 
been  the  envy  of  Henry  Ford." 

Bartle's  harsh  assessment  and  allegations  made 
by  Wyeth  have  prompted  prosecutors  to  begin  an 
investigation  of  her  handling  of  the  cases.  Last  fall 
FBI  agents  in  Kansas  City  paid  surprise  visits  to  the 
homes  of  Crouse's  lab  technician  and  her  business 
manager.  Crouse  says  the  feds  threatened  to  issue 
subpoenas  if  they  didn't  cooperate  with  the  U.S. 
Attorney  in  Philadelphia,  where  a  grand  jury  is  look- 
ing into  fraud  allegations. 


patients  will  become  "Wyeth's  nightmare — a  third  wave  of  victims." 


lore  than  50,000  "opt-out"  cases  alleging  serious  heart  dam- 
ge  for  $8.5  billion,  including  the  rumored  $1  billion  for  the 
,600  clients  represented  by  Napoli  and  Bern  on  Long  Island, 
xcording  to  Wyeth's  lawyers,  Napoli's  nurses  taught  the  echo 
;chnicians  who  worked  for  the  doctors  how  to  do  the  tests. 
Wyeth's  lawyers  also  allege  that  the  firm's  staffers  filled  out  a 
ignificant  part  of  the  forms,  meaning  doctors  were  attesting 
)  medical  histories  they  hadn't  compiled.  Wyeth  claims  the 
iwyers  also  indemnified  doctors  from  any  damages  for  mis- 
iagnosing  illness  where  there  was  none.  D'Angelo  says  that 
ie  firm  acted  ethically  and  that  it  went  "above  and  beyond 
rhat  was  required  by  the  settlement." 

One  of  their  most  prodigious  partners  in  this  pursuit  was  car- 


Crouse  insists  she  has  behaved  ethically.  Her  attorney,  Abra- 
ham Reich,  says  Wyeth  and  the  Philadelphia  patient  trust  "are 
using  her  as  a  pawn  to  prevent  the  payment  of  claims."  No  one 
"to  date  has  provided  us  with  evidence  that  Dr.  Crouse  engaged 
in  any  alleged  scheme  to  defraud,"  he  adds. 

Others  similarly  cashed  in.  Echo  Motion,  set  up  in  Chapel 
Hill,  N.C.  by  Michael  McElroy,  cleared  $10  million  profit  on  $15 
million  in  medical  tests  in  less  than  two  years  serving  Petroff  and 
a  consortium  of  firms  (which  purchased  20,000  echoes)  that 
included  Fleming  &  Associates,  a  Houston  firm;  and  Baron  & 
Budd,  of  Dallas.  It  conducted  70,000  tests  in  a  year  without  the 
supervision  of  a  cardiologist,  in  violation  of  the  Wyeth  trust  set- 
tlement agreement,  Wyeth's  lawyer  asserts.  Echo  Motion  denies  it 
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and  says  a  cardiologist  supervised. 

James  Barnes  and  Eric  Cheeseman,  two  technicians  who 
handled  tests  for  Salt  Lake  City,  Utah  attorney  Matthew  Driggs  of 
Driggs,  Bills  &  Day,  have  signed  affidavits  admitting  they  added 
"supplemental  clips"  from  one  echo  to  another  that  tended  to 
show  heart-valve  damage.  Both  techs  insist  no  deception  was 
intended,  but  Judge  Bartle  in  federal  court  declared  that  "the 
insertion  of  frames  constitutes  flagrant,  if  not  fraudulent  or  crim- 
inal, behavior." 

Amid  all  this  Wyeth's  hired  gun,  Zimroth,  a  former  federal 
prosecutor  now  with  Arnold  &  Porter,  dispatched  a  task  force  of 
lawyers  to  investigate  more  than  50  doctors,  echo  technicians  and 
businesspeople  who  ran  the  echo  mills.  Their  findings  were  pre- 
sented to  Judge  Bartle  and  used  as  evidence  to  dismiss  hundreds 
of  cases  against  Wyeth. 

In  November  2002  Bartle  ruled  that  the  echocardiograms  of 
100%  of  patients  should  be  inspected  before  any  payout,  up  from 
1 5%  before.  This  has  infuriated  trial  lawyers  and  clogged  up  the 
flow  of  payments  for  all  patients:  In  five  years  the  Wyeth  trust  has 
paid  only  4,391  claims  for  serious  heart-valve  damage  for  $1.6 
billion.  Now  the  pace  is  even  slower,  endangering  legitimate 
plaintiffs. 

PETROFF,  THE  DALLAS  LAWYER,  SAYS  100  OF  HIS  10,000 
clients  died  of  various  causes  last  year  without  receiving 
any  money.  One  deceased  client,  Guy  Rhodes  of  Waco, 
Tex.,  died  of  a  heart  attack  at  age  57.  He  had  taken  the 
diet  drug  Pondimin  for  four  months  in  1994.  He  suffered  his  first 
heart  failure  in  1998  and  had  another  four  years  later.  "He  was  a 
strapping,  healthy  person  who  became  weak  and  feeble.  I 
watched  him  go  down,"  says  his  widow,  Martha.  She  recalls  her 
husband,  in  his  decline,  telling  her,  "We're  never  going  to  see  this 
money." 

Yet  it  isn't  clear  that  Guy  Rhodes  died  because  he  took  fen- 
phen.  "You  don't  have  to  prove  causation.  All  you  have  to  prove  is 
that  you  took  the  drugs  and  have  the  qualifying  conditions,"  says 
Petroff. 

Which  is  why  Wyeth  and  its  shareholders  have  paid  so  high  a 
price  in  the  fen-phen  debacle.  Twenty-two  billion  dollars?  For  a 
medical  mistake  that  may  have  killed  several  hundred  people  in 
a  decade  and  caused  1,205  major  surgeries— in  a  crowd  of  6  mil- 
lion patients?  And  which  resulted  in  no  visible  symptoms  in 
thousands  of  patients  who  nonetheless  reaped  a  payoff? 

You  bet,  says  plaintiff  lawyer  Paul  Napoli.  Heart-valve  dis- 
ease is  progressive  and  takes  years  to  develop  fully,  he  says,  and 
even  Judge  Bartle  concurs  on  that  point.  Napoli  says  it  is  likely 
that  thousands  of  new  patients  will  pop  up  in  coming  years,  as 
damage  from  the  drugs  finally  shows  up  inside  their  hearts. 
Napoli  predicts  these  patients  will  become  "Wyeth's  night- 
mare—a third  wave  of  victims."  On  Mar.  8  Judge  Bartle  again 
refused  Napolis  legal  motion  to  scrap  the  Wyeth  trust  and  setde- 
ment.  His  ambitions  could  force  Wyeth  into  bankruptcy.llH 
which  point  it  will  become  another  Johns  Manville.  "And  then 
we  can  go  after  all  its  assets,"  he  says,  satisfied.  "This  won  t  be 
over  until  the  last  cannon  is  fired."  p 


Seven  years  ago  Wyeth  reached  a  settlement 
with  fen-phen  users  that  limited  liabilities 
and  created  a  framework  for  sick  people  to  get 
treatment  and  compensation.  But  the  fen-phen 
debacle  just  won't  end. 


1996 


Wyeth's  new  diet  drug,  Redux,  wins  FDA 
approval  and  is  hailed  as  a  new  "miracle  drug."  Wyeth, 
formerly  American  Home  Products,  has  been  selling 
Pondimin,  another  diet  drug,  since  1989. 

1997  Wyeth  voluntarily  recalls  Redux  and  Pondimin 
after  Mayo  Clinic  reports  heart-valve  surgery  for  several 
women.  Litigation  begins. 


1999 


Wyeth  settles  a  national  class  action  by 
establishing  a  trust  capped  at  $3.75  billion.  Facing 
18,000  separate  lawsuits,  it  takes  another  $1  billion 
litigation  charge. 


2000 


After  settling  a  case  in  Mississippi  for 
$400  million,  Wyeth  faces  more  than  50,000  lawsuits.  It 
takes  a  litigation  charge  of  $7.5  billion  to  settle  these 
claims.  Running  fen-phen  cost  so  far:  $12.25  billion. 


2002 


Wyeth  starts  fighting  back.  A  federal  judge 
finds  the  huge  influx  of  claims  questionable  and  mandates 
a  100%  audit  of  everyone  claiming  heart-valve  damage. 
Litigation  costs  rise  by  another  $1.4  billion. 


2003 


Wyeth  investigates  lawyers  and  doctors 
behind  questionable  claims.  Mississippi  prosecutors  begin 
investigation  of  fraud.  Wyeth  takes  another  $2  billion 
litigation  charge. 


2004 


Wyeth  reserves  another  $4.5  billion.  Eminent 
cardiologist  Joseph  Kisslo,  hired  by  the  trust,  finds  a  high 
percentage  of  claims  "medically  unreasonable  or  the 
product  of  deceptive  sonographic  techniques." 


2005 


Justice  Department  in  Philadelphia  begins 
fraud  investigation;  grand  jury  convenes.  FBI  visits  employ- 
ees of  cardiologist  Linda  Crouse.  Wyeth  chips  in  another 
$1 .3  billion  to  trust.  Total  potential  cost  of  fen-phen  to 
Wyeth:  $22  billion. 


2006 


Prosecutors  in  Philadelphia  get  control  of 
fen-phen  echocardiogram  tapes.  Trial  lawyers  Paul  Napoli, 
Marc  Bern  and  Mario  D'Angelo  predict  another  wave  of 
sick  fen-phen  users. 
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system  that  would  cripple  our  ability  to  be  competitive,  we  could 
hardly  do  better  than  what  we  have  today,"  says  Barrett. 

We've  been  here  before.  Twenty  years  ago  Congress  passed 
the  Simpson-Rodino  immigration  reform,  a  bill  four  .years  in 
the  making.  The  law  was  supposed  to  halt  the  flood  of  illegal 
immigrants  swarming  in  to  take  low-paying  jobs.  It  granted  a 
one-year  amnesty  to  aliens  who  had  been  living  in  the  U.S.  since 
before  1982  and  let  them  apply 
for  legal  status;  it  also  slapped 
businesses  with  criminal  penalties 
for  knowingly  hiring  illegals.  But 
the  government  did  not  enforce  the 
law.  The  public,  it  seems,  does  not 
have  the  appetite  for  chasing 
millions  of  workers  back  to  Mexico. 
And  so  the  government  has  settled 
on  a  half-hearted  enforcement 
scheme  that  combines  a  game  of  tag 
played  out  in  the  Arizona  desert 
with  very  few  raids  on  employers. 
Every  now  and  then  some  meat- 
packer  or  night  cleaning  firm  is 
scolded  and  fined.  The  penalty  for 
individuals  caught  employing  an 
undocumented  nanny  is  loss  of  a 
cabinet  appointment. 

Illegals  keep  cascading  in, 
recently  at  the  rate  of  700,000  a  year, 
and  businesses  and  families  keep 
hiring  them.  The  Pew  Hispanic 
Center  estimates  that  in  the  last 
decade  the  number  of  undocu- 
mented aliens  living  in  the  U.S.  has 
doubled  to  12  million.  This  despite 
a  growth  in  spending  on  domestic 
security  averaging  13.4%  a  year.  President 
Bush  recently  requested  $42.7  billion  for 
the  Department  of  Homeland  Security  and 
$2.6  billion  for  guarding  the  border  with 
Mexico,  the  source  of  no  known  terrorist. 

Adding  to  this  morass  of  ambivalence  about  foreigners  doing 
our  dirty  work:  the  fear  and  xenophobia  that  grew  out  of 
Sept.  11.  The  resulting  crackdown  did  nothing  to  stop  the 
unskilled  workers  walking  across  the  border,  but  it  did  choke  off 
the  engineers  from  India  and  China.  Since  2001  Congress  has 
whacked  the  number  of  H-1B  visas  from  195,000  to  65,000 
a  year.  Separately,  green  cards— permanent  resident  visas 
that  allow  for  work,  among  other  things,  and  granted  to 
noncitizens— are  handed  out  at  the  rate  of  140,000  a  year. 
Rationing  of  these  precious  documents  is  done  not  by  setting 
employment  priorities  but  by  trying  applicants  patience  and 
forcing  them  to  spend  money  on  lawyers.  For  employment  visas 
the  waiting  period  for  an  initial  interview  with  the  U.S.  consulate 
in  the  home  country  can  be  up  to  149  days.  Homeland  Security 
says  it  does  35  million  security  checks  a  year  before  issuing  visas 


to  workers,  tourists,  visiting  lecturers  and  the  like. 

Chipmaker  Texas  Instruments  was  trying  to  secure  65  \ism 
last  summer  when  the  federal  limit  ran  out  and  was  told  it  would 
have  to  wait  for  many  of  them  until  April,  when  applications  foi 
2007  are  accepted,  to  begin  the  process  all  over  again.  That  mean? 
advertising  the  jobs  for  30  days  to  find  "minimally  qualified"  US 
workers,  sifting  through  resumes,  submitting  paperwork  to  the 


Goodnight 
would  outsource 
to  Poland;  a 
protest  against 
illegal  workers. 


Labor  Department  and  trying  again  to  lure  talented  recruits  from 
abroad,  a  process  that  can  cost  up  to  $30,000  for  each 
employee — and  increases  the  risk  that  a  company  will  lose 
foreign  candidates  it  has  its  eye  on,  as  Texas  Instruments  did. 
"The  more  barriers  we  have  in  place  and  more  process  steps  we 
have  to  take,  the  more  we're  going  to  see  these  things  happen," 
says  Steve  W.  Lyle,  TI  s  director  of  worldwide  staffing. 

How  to  fix  the  mess?  Herewith,  a  few  proposals  from  the 
Beltway  and  the  academic  braintrust — and  their  chances  of  being 
adopted. 

CompaSSiOnate  Compromise.  President  Bush  has 
a  plan  that  he  claims  "serves  the  American  economy  and  reflects 
the  American  dream."  Those  illegals  already  in  the  U.S.  would 
receive  temporary  worker  cards  that  allow  them  to  stay  for  up  to 
three  years  and  renew  once  for  an  unspecified  period — then, 
vamoose.  The  same  offer  would  apply  to  new  aliens  once  a  U.S. 
employer  identifies  a  job  and  certifies  that  no  American  is  quali- 
fied for  or  wants  to  take  it.  This  isn't  an  amnesty  program,  the 
administration  has  been  at  pains  to  point  out  to  avoid  torpedoes 
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hardly  do  better. 


from  the  hard  right.  (A  bill 
introduced  by  John  McCain 
and  Edward  Kennedy  last  May 
would  let  illegals  apply  for  citi- 
zenship, once  they  pay  a  fine, 
clear  up  tax  problems  and  learn 
English.)  "I  oppose  amnesty — 
placing  undocumented  workers  on  the  automatic  path  to  citizen- 
ship," the  President  has  said.  Nor  would  he  give  them  a  leg  up  on 
foreigners  who  come  legally  and  apply  for  a  green  card,  which 
offers  permanent  resident  status.  He  also  supports  lifting  the 
ceiling  on  H- 1  Bs,  but  his  plan  doesn't  say  by  how  much. 

On  the  tough  side,  Bushs  proposal  would  turn  the  screws  on 
businesses  that  wittingly  break  the  law  but  doesn't  spell  out  the 
penalties.  Enforcement  would  fall  under  the  Department  of 
Homeland  Security,  working  with  the  Labor  Department  and 
other  federal  agencies.  "Our  homeland  will  be  more  secure  when 
we  can  better  account  for  those  who  enter  our  country,"  said 
Bush.  Hard  to  disagree  with  that  nostrum. 

What's  the  likelihood  we'll  see  some  version  of  the  plan?  Not 
high,  considering  that  no  one  in  Congress  has  run  with  it — and 
the  President  introduced  the  idea  on  fan.  7,  2004. 

Bllild  UP  that  Wall.  Last  December,  by  260-159,  the 
House  passed  an  amendment  that  would  mandate  the  construc- 
tion of  a  700-mile  fence  along  the  1,952-mile  border  with 
Mexico.  Calling  for  a  series  of  steel  barriers  armed  with  motion 
detectors,  floodlights  and  surveillance  equipment,  the  plan  has 
been  the  pet  project  of  Representative  Duncan  Hunter  (R-Calif.) 
for  the  past  20  years.  He  finally  got  it  on  the  radar  as  part  of  a 
get-tough  immigration  bill  that  would  beef  up  security  and 

—  (thou) 
1996:  Law  supposedly  tightens  2,000 
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A  nation  of  immigrants,  the  U.S.  has  long  used  legislation  to  control 
who — and  how  many  people — can  enter  the  country  legally. 

1891-92:  Immigration  Service  created; 
Ellis  Island  opens 


borders,  makes  deportation  easier 


Legal 


1,800 


1921:  Immigrant  quotas 
set,  based  on  nationality 


1986:  Simpson-Rodino  Act 
grants  amnesty  to  some  illegals 
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Sources:  U.S.  Census;  estimates  by  Department  of  Homeland  Security;  Pew  Hispanic  Center. 
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tighten  enforcement.  Construction  costs:  $2.2  billion  by  Hunters 
estimate;  proponents  of  the  idea,  like  Colin  Hanna,  president  of 
Weneedafence.com,  think  it  could  easily  reach  $8  billion. 

Good  fences  don't  always  make  good  neighbors,  as  Israels 
recent  attempt  to  wall  itself  off  from  the  Palestinians  most  vividly 
illustrates.  The  House  amendment  drew  immediate  fire  from 
Mexican  President  Vicente  Fox,  who  complained  that  Congress 
had  given  into  "xenophobic  groups  that  impose  the  law  at  will."  It 
would  be  hard  for  Mexico  to  swallow  any  reform  plan  that 
threatens  the  flow  of  dollars  from  Mexican  expats  to  their  fami- 
lies back  home.  Chance  of  success:  iffy;  there  isn't  much  support 
in  the  Administration. 

Caps  off.  Some  people  argue  the  best  way  to  deal  with 
illegals  is  to  create  so  many  opportunities  for  legal  immigration 
that  no  rational  migrant  would  risk  a  deadly  trek 
through  the  desert.  (Last  year,  460  people  died 
trying  to  get  into  the  U.S.,  up  from  61  in  1995.) 
Daniel  Griswold,  director  of  the  Cato  Institute's 
Center  for  Trade  Policy  Studies,  suggests  letting  in 
at  least  300,000  temporary  workers  on  three-year, 
renewable  visas  each  year.  Undocumented  workers 
here  could  receive  the  same  visa.  But  unlike  Bush's 
proposal,  this  one  does  not  force  illegal  residents 
to  go  home;  they  could  pursue  citizenship,  as  long 
as  they  pay  an  unspecified  fine  ("not  chump 
change,"  Griswold  says)  and  have  clean  records. 
Douglas  S.  Massey,  a  Princeton  University  professor 
of  sociology  and  public  affairs  and  author  of  Beyond 
Smoke  and  Mirrors:  Mexican  Immigration  in  an  Era 
of  Economic  Integration  (Russell  Sage,  2002),  would 
also  let  in  300,000  temporary  workers  every  year. 
Each  of  them  would  pay  $400  or  so,  about  one-third 
what  a  "coyote"  charges  to  smuggle  people  across 
the  border,  giving  immigrants  a  financial  incentive 
to  play  by  the  rules.  Griswold  agrees,  adding  that 
such  reform  would  "drain  the  swamp  of  human 
smuggling  and  document  fraud  that  facilitates 
illegal  immigration." 

As  for  the  illegals  already  in  place,  Massey  would 
allow  anyone  who  arrived  as  a  minor  to  apply  for 
permanent  legal  status 

"0 
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they  fear  getting  busted.  Massey  found  that  only  10%  of  illeg; 
Mexicans  have  sent  a  child  to  a  U.S.  public  school,  and  just  5f 
have  received  food  stamps  or  unemployment. 

Chances  for  any  legislative  action?  Maybe  some  tidbit  fror 
the  guest-worker  program.  So  far,  it  hasn't  caught  fire  with  feds  c 
Joe  Six-Pack.  A  recent  Zogby  International  poll  says  56%  of  likel 
voters  oppose  giving  illegals  any  chance  at  citizenship. 

Selling  the  American  dream— for  a  price 

Nobel  laureate  Gary  Becker,  who  teaches  economics  at  th 
University  of  Chicago,  thinks  the  U.S.  should  welcome  anyon 
who's  not  a  criminal,  a  terrorist  or  a  carrier  of  a  communicabl 
disease — for  a  fee  of  $50,000.  That  buys  perma- 
nent status.  Becker  says  the  plan  would  lure 
skilled  workers  since  they  have  more  to  gain.  For 


right  away.  Their  parents 
would  have  the  option 
to  apply  for  temporary 
status.  But,  in  any  event, 
Massey  wants  the  U.S. 
to  allow  far  more  than 
the  current  20,000  green 

cards  for  Mexicans  each  year.  That  would  swell  their  contribu- 
tions to  the  U.S.  Treasury.  Massey's  surveys  have  shown  that 
a  surprising  62%  of  illegal  workers  have  taxes  withheld  from  their 
paychecks  and  66%  pay  Social  Security.  In  2004,  illegal  workers 
contributed  $7  billion  to  Social  Security  and  $1.5  billion  to 
Medicare.  Yet  these  workers  seldom  use  social  services  because 


would  buy  permanent 
legal  status  for  foreigners;  it  might  help 
businesses  lure  more 


skilled  workers. 


those  who  can't  afford  a  ticket,  Becker  would  encouragt 
commercial  banks  to  make  high-interest  immigration  loans. 

Becker  is  tempted  to  push  his  own  proposal  a  bit  further 
Why  not  auction  off  guest-worker  visas — and  the  chance  ol 
citizenship— to  the  highest  bidders?  At  a  minimum,  Beckei 
thinks,  such  auctions  could  bring  in  $50  billion  a  year — enough 
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d  pay  for  the  entire  budget  of  the  Department  of  Homeland 
ecurity. 

Sound  weird?  There's  a  version  already  in  place,  known  as  the 
,B-5  visa,  introduced  in  1990.  It's  available  to  10,000  foreigners  a 
ear  who  are  willing  to  invest  at  least  $500,000  (in  some  cases, 
1  million)  to  create  a  new  business  or  expand  an  existing  one, 
reating  ten  or  more  jobs.  But  does  the  government  really  want  to 
e  in  the  business  of  marketing  U.S.  citizenship  abroad? 

Iring  on  Big  Brother.  What  if  we  could  open  our 

orders  and  safeguard  the  country?  Technology  is  a  ministep 
i  that  direction.  Last  summer  Homeland  Security  began  a  $100 


as  well  as  in  all  American  seaports  and  border  crossings.  Draft 
legislation  by  Arlen  Specter  (R.-Pa.),  the  chairman  of  the  Senate 
Judiciary  Committee,  would  require  the  same  kind  of  whiz-bang 
identification  on  the  visas  of  all  immigrants  already  in  the  States 
by  2007  and,  by  that  time,  would  force  compatibility  between 
systems  used  by  the  FBI  and  Homeland  Security.  To  curtail  fraud, 
Specter  would  require  companies  to  enter 
a  social  security  number  on  an  online 
government  database  for  each  prospective 
employee — and  if  it's  bounced,  the  employer 
is  responsible  for  reporting  the  culprit  to  the 
Immigration  &  Customs  Enforcement 


Opposing  a  bill 
to  prosecute 
those  who  hire 
illegal  workers: 
Homeland 
Security  Chief 
Michael 
Chertoff. 


lillion  pilot  program  that  embedded  radio-frequency  identifi- 
ition  on  the  entry  documents  of  those  coming  in  from  Canada 
id  Mexico,  tracking  their  arrival  and  departure,  as  Wal-Mart 
oes  pallets  of  toothpaste.  The  test  didn't  sit  well  with  civil 
berties  groups  or  with  Senator  Patrick  Leahy  (D.-Vt),  who 
ointed  out  that  the  so-called  pass  card  used  an  RFID  chip  that 
as  incompatible  with  the  one  the  State  Department  was  using  in 
assports.  Could  bad  guys  jam  the  systems  or  hack  into  them? 
hat  would  make  our  borders  less  secure. 

More  plausible  is  an  extension  of  a  new  practice  that  already 
dsts.  All  foreign  applicants  for  visas  must  schedule  an  interview 
ith  the  U.S.  consulate  in  their  host  country,  where  they  submit 
» biometric  fingerprint  scans  of  their  left  and  right  index  fingers 
id  a  digital  photo.  Such  high-tech  ID  is  also  in  105  U.S.  airports, 


agency. 

The  Specter  bill  is  a  melting  pot 
of  competing  proposals  that  draw 
from  the  right  and  the  left.  Illegals 
already  in  the  States  could  stay 
here  indefinitely,  as  long  as  they 
have  been  employed  since  January 
2004  and  passed  a  background 
investigation  by  Homeland  Secu- 
rity; whether  they  could  become 
American  citizens  is  still  murky. 
Newly  arrived  aliens  don't  get  quite 
as  good  a  deal.  Citizenship  is  off 
the  table.  But  as  guest  workers, 
they  would  receive  visas  and  have  a 
chance  to  stay  in  the  U.S.,  as  long 
as  they  had  jobs,  for  up  to  six  years, 
when  they  would  have  to  leave. 
However,  they  could  apply  for 
green  cards  from  their  home 
country.  (A  competing  proposal  by 
Senators  John  Cornyn  [R.-Tex.] 
and  Jon  Kyi  [R.-Ariz.]  would  allow 
temporary  workers  six  years  of 
employment  in  U.S.,  so  long  as 
they  go  home  for  a  year  every  two 
years,  with  little  chance  to  gain 
citizenship.)  Specter  would  also 
almost  triple  H-lBs  to  180,000  the 
first  year  and  thereafter  adjust  the  number  to  market  demand. 
Anyone  with  an  advanced  degree  in  science,  technology,  engi- 
neering or  math  is  exempt  from  a  visa  cap. 

Business  has  warmed  to  his  proposals.  "We  have  talented 
people  we  want  to  hire,  whom  we've  offered  a  job  to — and  we 
can't  bring  them  into  the  country,"  says  Pamela  Passman,  vice 
president  of  global  corporate  affairs  for  Microsoft.  "We  think 
Specter's  bill  does  address  the  [H- IB]  crisis." 

So  what  are  its  chances?  It's  a  complex,  omnibus  package  with 
many  wiggling  parts.  Nothing  will  be  enacted  quickly.  The  1986 
reform  took  four  years,  and  that  was  before  Sept.  1 1 .  Xenophobia 
and  protectionism  combined  to  defeat  an  honest  airing  about 
whether  an  Arab  ally  should  operate  U.S.  ports.  Immigration 
probably  won't  fare  any  better.  F 
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Insights  Peter  Huber 


THE  FOREST 
KILLERS 


NOW  THE  GREEN-ENERGY  CROWD  IS  TOUTING  CEL- 
lulosic  ethanol.  This  is  a  blunder,  one  they  will 
regret  more  than  any  of  their  previous  blunders.  It 
will  level  forests,  destroy  wetlands  and  disrupt 
ecosystems  all  around  the  globe. 
Or  at  least  it  will  if  the  enabling  technology  ever  becomes 
economical.  And  it  might.  Even  a  Republican  President,  in  a  State 
of  the  Union  address,  resolved  to  develop  the  technology  "for 
producing  ethanol,  not  just  from  corn,  but  from  wood  chips  and 
stalks,  or  switchgrass." 

The  green  logic  is  simple:  Use  carbohydrates  to  replace 
hydrocarbons.  Farmers  and  the  lumber  industry  generate  copi- 
ous amounts  of  cellulose-rich  waste.  America  has  lots  of  spare 
prairie,  which  grows  grass.  Gather  the  waste,  harvest  the  grass 
and  renewable  biomass  can  replace  dwindling  supplies  of  crude. 
The  global  warming  problem  is  solved,  too,  because  plant  growth 
pulls  carbon  out  of  the  air. 

In  fact  what  lies  ahead  is  an  environmental  debacle.  Corn 
contains  sugar,  and  sugars  are  easy  to  turn  into  ethanol.  Just  ask 
Anheuser-Busch  01  E.  &  J.  Gallo.  But  to  get  a  high-grade  fuel  out 
of  wood,  stalks  or  grass  you  have  to  take  apart  cellulose,  a  much 
tougher  molecule.  Some  microbes  and  fungi  can  do  it.  So  can 
cows,  but  only  by  filling  their  massive  guts  with  those  same 
microbes.  And  they  do  it  inefficiendy,  and  make  quite  a  mess. 

But  the  grass-to-fuel  boosters  don't  plan  to  use  cows.  They 
plan  to  build  chemical  refineries  that  do  the  cow-gut  thing  much 
better.  The  key  technical  challenge  is  cheap  production  of  huge 
quantities  of  robust,  cellulose-splitting  enzymes.  Biochemists  and 
genetic  engineers  could  well  find  ways  to  deliver. 

Plants  won't  celebrate  if  they  do.  (Consider,  by  way  of  anal- 
ogy, how  we  humans  might  feel  about  a  scheme  to  perfect  flesh- 
eating  bacteria,  those  mercifully  rare  strep  bugs  that  digest  mus- 
cles, fat  and  skin  tissue  with  horrifying  speed.)  Plants 
pack  their  seeds  with  readily  digestible  sugar  because 
they  want  animals  to  eat  them.  Most  of  the  seeds  get 


digested,  but  those  that  slip  through  get  deposited,  prefertilized, 
in  some  distant  spot,  where  they  grow  another  plant.  Cellulose, 
by  contrast,  is  the  adult  plant's  armor  and  scaffold.  Voracious  ani- 
mals don't  strip  every  last  plant  off  the  face  of  the  earth  only 
because  most  animals  must  work  so  hard  to  digest  what  plants 
are  mostly  made  of. 

We  humans,  however,  are  exceptionally  clever  at  stripping 
and  exploiting.  What  we  can't  eat,  we  burn  in  our  cooking  fires 
and  hearths.  Or  we  burn  down  trees  just  to  clear  space  for  seed- 
bearing  crops.  Or  for  pasture  to  feed  our  cows.  Western  countries 
began  to  curb  their  appetite  for  green  cellulose  only  a  couple  of 
centuries  ago,  when  they  discovered  that  its  often  easier  to  dig  up 
fossilized  forms,  like  coal  and  oil.  Most  of  humanity,  however, 
still  relies  on  the  fresh  stuff. 

Now  picture  a  world  in  which  cellulose-splitting  enzymes  are 
cheaper  than  bottled  water,  and  a  pint  poured  into  the  steel  cow 
behind  your  hut  will  quickly  turn  a  hundred  pounds  of  wood 
chips  or  grass  into  a  gallon  of  diesel.  However  sensibly  we  Amer- 
icans might  use  the  enzymes  in  Kansas,  we  know  where  cow-gut 

chemistry  will  inevitably  lead  in 
rural  Burundi,  India  or  China. 
Sure,  a  villager  will  fill  the  still 
with  waste  cellulose  first.  The 
enzymes,  however,  are  just  as 
happy  to  take  apart  freshly  cut 
wood  or  grass,  and  that's  what 
villagers  will  use  instead  when 
they  need  or  want  more  energy 
than  waste  alone  can  supply. 
Just  as  villagers  do  today  when 
they  cook.  The  one  difference  is 
this:  When  the  villager  harvests 
wood  or  grass  today,  he  can 
only  bake  chapatis,  heat  his  hut 
or  feed  his  cow.  With  cheap  enzymes  at  hand,  he  can  also  power 
a  generator  and  a  motorbike. 

History  has  already  taught  us  what  a  carbohydrate  energy 
economy  does  to  a  rich,  green  landscape — it  levels  it.  The  carbon 
balance  goes  sharply  negative,  too,  when  stove  or  cow  is  fueled 
with  anything  but  waste  or  crops  from  existing  farmland.  It's 
pleasant  to  imagine  that  humanity  might  get  all  its  liquid  fuels 
from  stable,  legacy  farms  or  from  debris  that  would  otherwise 
end  up  as  fungus  food.  But  that  just  isn't  how  humans  have  his- 
torically fed  whatever  they  could  feed  with  cellulose. 

From  the  perspective  of  all  things  green,  cellulose-splitting 
enzymes  are  much  the  same  as  fire  or  cow,  only  worse.  Fire  and 
cow  consume  cellulose,  but  the  process  is  generally  messy  and 
inconvenient,  which  is  a  big  advantage,  from  the  plant's  perspec- 
tive. To  improve  on  wood-burning  fires,  or  grass-eating  cows, 
perfect  the  cellulose-splitting  enzyme.  Then  watch  what  7  billion 
people  will  do  to  your  forests  and  your  grasslands. 


Perfect 
cellulosic 
ethanol.  Then 
watch  what 
7  billion  people 
will  do  to  your 
forests  and 
your  grasslands. 
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Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and  coauthor 
of  The  Bottomless  Well  (Basic  Books,  January  2005). 
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MovieBea  m™  brings  the 

video  store  home 


VSY... Ready  to  watch  a  movie? 

DvieBeam  gives  you  instant  access  to  New  Releases  and  Popular  Pics  from  virtually 
ery  major  Hollywood  studio.  MovieBeam's  small  indoor  antenna  receives  movies 
ch  week  through  a  patented  digital  wireless  signal.  Movies  are  stored  digitally  on  the 
DvieBeam  Player.  No  cable,  satellite  or  Internet  service  is  required  to  use  MovieBeam. 
t-Up  is  quick  and  easy! 

3W...Rent  &  Watch  movies  instantly! 

lagine  choosing  from  an  ever-changing  lineup  of  100  movies  -  with  up  to  10  new 
ovies  automatically  beamed  to  you  weekly!  Grab  your  remote  and  start  watching. 
;ver  wait  for  movies  again. 

OME... MovieBeam  brings  the  video  store  home. 

DvieBeam  movies  are  never  out  of  stock  and  there's  never  a  line.  Plus,  there's  never  a 
:e  fee.  With  a  wide  vanety,  there's  always  a  movie  for  your  mood.  Just  grab  the  remote, 
oose  and  watch.  Fast-forward,  Rewind  and  Pause. ..PLUS  Parental  Controls. 

OWL. MovieBeam  works  with  any  TV.  Got  HDTV? 

gh  Definition  TVs  come  alive  with  up  to  10  movies  always  available  in  HDt  at  the  push 
a  button.  Wow  your  senses  with  select  widescreen  and  Dolby  5.1  movies.  Don't  have 
3TV  yet?  Don't  worry.  MovieBeam  works  with  virtually  any  home  theater. 


INTRODUCTORY  OFFER 

JUST  $199?9* 

After  $50  mail-in  rebate. 

►  NO  SUBSCRIPTIONS 

►  NO  MONTHLY  FEES 

►  PAY  ONLY  FOR  WHAT  YOU  WATCH 

►  MOVIES  PRICED  FROM  $1.99-$3.99 
HD  MOVIES  JUST  $1  MORE** 


ORDER  NOW! 

call  1-866-606-6843 

or  visit  us  on  the  web  at  MovieBeam.com 
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fm>  and  Conditions:  I )  In  order  to  quality  for  this  rebate,  customers  must  have  purchased  a  Mov>e8eam  system,  activated  that  system,  and  maintained  an  active  account  in  good  standing  for  at  least  30  days.  In  order 
activate  the  system,  call  1-866-865-1500.  Offer  valid  for  Systems  purchased  from  January  1.  2006  through  May  31,2006.  2)  The  completed  mail-in  rebate  form  must  be  sent  to  MovieBeam  S50  Rebate  offer  PO  Box  430 
'aso,  TX,  88543-0759  together  with  the  original  or  exact  copy  of  the  serial  number  bar  code  from  the  MovieBeam  packaging,  within  60  days  from  the  date  of  purchase.  3)  Offer  expires  July  3 1 , 2006.  4)  Please  allow  ( 
your  rebate  to  be  processed.  Upon  receipt  of  the  completed  rebate  form  and  required  documents,  MovieBeam  will  mail  one  $50  rebate  check  to  the  name  and  address  used  to  activate  the  MovieBeam  account.  Valid 
y  Post  Office  Box  addresses  are  not  accepted  One  rebate  pet  MovieBeam  player  allowed.  May  not  be  substituted  for  cash  or  credit,  and  cannot  be  transferred  or  exchanged.  Refurbished/reconditioned  equipment 
^changes  through  MovieBeam  do  not  qualify.  MovieBeam  is  not  responsible  for  lost,  stolen,  illegible,  mutilated,  of  postage  due  mail.  Omissions  of  any  necessary  information  will  result  in  a  postcard  notification  of  ine 
require  re-submission  postmarked  by  August  1, 2006.  If  rebate  check  is  not  cashed  within  90  days  of  issuance;  it  will  be  void  and  consumer  will  not  be  entitled  to  receive  any  rebate.  Not  valid  with  other  offers  Movi 
lilable  in  all  areas.  Number  and  availability  of  movie  selections  may  vary.  fHDTV  with  HDMI  or  0V1  connection  required  to  view  HO  movies  In  order  to  receive  the  MovieBeam  service,  custorner  must  purchased  Movi 
S249.99,  and  pay  a  one.  time  non-refundable  activation  fee  of  $29.99.  "MovieBeam  system  pricing  does  not  include  individual  movie  rental  fee  plus  applicable  taxes.  Movies  start  at  $  1 .99  for  a  24  hour  rental  period..  * 
i  conditions  may  apply.  Options  and  prices  subject  to  change.  TV  not  included.  'Dolby'and.'Doubte-D'are  symbols  of  trademarks  of  Dolby  Laboratories  ttThe  40- Year-Old  Virgin,  Unrated,  ©  200S  Universal  Studio 
.erved.  Flightplan,  Rated  PG-13  0  Touchstone  Pictures.  All  Rights  Reserved.;  Dukes  of  Hazzard  Unrated  ©2005  Warner  Bros  Entertainment  inc.  All  Rights  Reserved..  Cinderella  Man.  RatedPG-1 3,  ©2005  Universal  Stu 
n  Corp.  All  Rights  Reserved;  Tim  Burton's  Corpse  Bride,  Rated  PG,  ©  2005  Warner  Bros.  Entertainment  Inc.  All  Rights  Reserved.;  March  of  the  Penguins,  Rated  G,  ©2005  Warner  Bros  Entertainment -Inc.  All  Rights  Reserve 
c  he  Productions  /  Alliance De  Production  Cin^matographique';,  Must  Low  Dogs,  Rated  PCr  1 3,  ©  2005  Warner  B^ 


NexTech  is  a  powerful  player 
in  America's  fast  growing 
■w1  *wr         fuel  cell  industry. 
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NexTech  Materials 

Ltd.  is  developing  stronger,  more 
durable  solid  oxide  fuel  cells  that  will 
enable  a  five-fold  decrease  in  the  size 
of  fuel  cell  power  units  for  the  trans- 
portation, aerospace  and  distributed  power  markets.  Their 
efforts  are  being  assisted  by  an  $898,000  Ohio  Fuel  Cell 
Initiative  Award,  part  of  a  comprehensive  state  funding 
plan  that  shares  the  risk  in  launching  new 
products.  By  2015,  sales  of  products  based  on 
NexTech's  breakthrough  technology  could 
exceed  $200  million. 

Ohio  is  an  ideal  location  for  innovative 
technology  companies  like  NexTech.  The  state 
offers  an  impressive  balance  of  profitable 
business  advantages  with  an  uncompromising 
personal  lifestyle.  While  Ohio  is  a  center  for  leading-edge 
technology,  research  and  development,  with  excellent 
transportation  and  a  skilled  workforce,  its  diverse  culture, 
outstanding  schools  and  affordable  housing  make  it  an 
extremely  attractive  place  to  live  as  well. 

What's  more,  Ohio  voters  recently  approved  $2  billion 
in  funding  that  will  benefit  new  business  in  the  state. 

"In  Ohio's  business-friendly  environment, 
we're  rapidly  improving  our  manufacturing 
and  materials  technologies  to  meet  the 
needs  of  the  emerging  fuel  cell  market." 

—  miliam  Dawson,  President  &  CEO,  NexTech  Materials  Ltd. 


Ohio? 
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Combine  that  with  Ohio's  nevs 
reformed  business-friendly  tax  la1 
and   locating   in   Ohio  is 
attractive  than  ever.  Visit  us 
OhioMeansBusiness.com.  Or  call 
and  see  how  quickly  innovative  ideas  become  a 
commercial  success  in  Ohio. 


Bring 

T^Your . 

Business. 

Enrich 

YourLife. 


OHIO'S  BUSINESS  PARTNERSHIP  IS  MORE  THAN  LIP  SERVICE.  HERE'S  PROO 


Reward 
innovation. 

Offering  over 
$1  billion  in  grants 
for  technology, 
research  and 
development. 


|  Create  job-   .  Maintain 


ready,  sites 

Investing  ... 
$150  million 


World-class 
infrastructure. 

Committing  , 
SV.35  Mfchto 
transportaiion.and 
utility  improvements. 


Reduce  tax 
rates.  No 

business  tax 
on  product 
sold  to 
customers 
outside  Ohio. 


Start  new 
enterprises. 

First  $1  million 
in  gross 
receipts  are 
tax-free. 


Enhance  ROI. 

No  property  tax 
on  investments 
in  machinery, 
equipment  and 
inventory. 


Attract  talent. 
Shrink  labor 
costs.  21% 

lower  personal 

income  tax.  ,-877-466-43 

www.OhioMeansBusiness.co 
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make  our  Salud  con  Health  Net  so  useable.  And  the  price  makes  it  amazingly  affordable." 

Innovation  has  its  advantages.  Especially  when  the  numbers  and  benefits  add  up  the  way  they  do  with  Salud  con  Health  Net. 
Our  proprietary  program  gives  small  and  large  business  groups  with  Latin  employee;  amazingly  affordable  health  plan 
Plus  a  rich  set  of  benefits  they  can  use  cross-border. 

The  statistics  are  impressive — Salud  con  Health  Net's  small  employee  group  rates  are  28-46%  lower  than  our  standard 
small  employer  group  HMO  rates  for  comparable  plans.1  And  we're  the  Latin  Bus  Corporation  of  the 

Year  for  2005.  So  call  your  Broker  today,  or  contact  us  at  1  -800-448-441 1 ,  option  4  to  speak  to  a  r 
www.healthnet.com  to  learn  more. 


Health  Net8 

A  Better  Decision 

Salud  con  Health  Net  HMO  saving  estimates  are  based  on  comparisons  between  Health  Net  of  California 's  standard  small  employer  HMO  plan  tales  and  Salud  con  Health  Net  small  employer  HMO 

plan  rates  with  comparable  benefits,  both  effective  8/01/05,  and  in  the  same  rating  region.  Monthly  rates  are  subject  to  cnange.  Health  Net®  of  California,  Inc.,  is  a  subsidiary  of  Health  Net.  Inc. 
'.alth  Net,  Inc.  's  HMO.  POS,  insured  PPO  and  government  contracts  subsidiaries  provide  health  benefits  to  6  million  members  nationwide  through  group,  individual,  Medicare,  Medicaid  and  TRICAR E 
programs.  Health  Net,  Inc.  has  $12  Billion  in  annual  revenue.  ©  2006  Health  Net  of  California.  Inc.  Health  Net®  is  a  registered  trademark  of  Health  Net,  Inc.  All  rights  reserved. 


ILABLE  AT  NORDSTROM 
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YOUR  FEET  JUST  BREATHED  A  SIGH  OF  RELIEF.  -KENNETH  COLE 

Kenneth  Cole  New  York  with  Silver  Technology  introduces  TempaSure  m  -  a  mirjro-porous  membrane 
that  circulates  air  while  keeping  water  out,  to  keep  the  foot  cool,  dry  and  comfortable. 


4/jUf7?f  K^OC£~  NEW  YORK 
WITH  SILVER  TECHNOLOGY4 


San  Dieg 

m  W#RKS 


Tom  Wornham 

Executive  Vice  President 
Wells  Fargo  Bank 


Susan  Nowakowski 

President  &  CEO 
AMN  Healthcare.  Inc. 


San  Diego.  Serious  Business.  Strong  Economy. 


Here's  why  San  Diego  works: 

Highly  Skilled  Workforce 

One-third  of  the  adult  population  has  a 
bachelor's  degree  or  higher. 

♦  More  than  200,000  college  students  are 
preparing  to  enter  the  workforce  and  are 
eager  to  stay  in  San  Diego. 

Home  of  High  Tech  High,  an  innovative 
portfolio  of  public  charter  schools  that  is 
being  replicated  across  California. 

.  Biotech,  communications,  software, 
defense  and  electronics  companies  employ 
more  than  172,000  people,  accounting  for 
12%  of  all  jobs  in  the  reg 


AMN- 


World-Class  Research 
and  Development 

$1.43  billion  in  research  and  develop- 
ment grants  were  awarded  to  local  institu- 
tions from  the  NIH,  NSF  and  DOD. 

More  than  400  companies  have 
been  spun  out  of  35  research  institutes 
and  universities  including  University  of 
California,  San  Diego;  Salk  Institute;  and 
the  Scripps  Research  Institute. 

$42.1  million  to  local  entities  through 
Small  Business  Innovation  Research  (SBIR) 
and  Small  Business  Technology  Transfer 
(STTR)  awards. 


The  trader  m  Healthcare  Staffing 
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economic  impact  of  $3.4  billion. 

The  most  concentrated  life  science 
community  in  the  world,  with  an  $8.5 
billion  annual  economic  impact. 

The  largest  military  complex  in  the 
country,  including  one  of  the  strongest 
defense-based  R&D  sectors  in  the  world. 
Annual  economic  impact:  $23  billion. 
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A  downtown  that  works. 
More  than  7,000  new 
condos  have  been  built 
in  downtown  San  Diego 
since  1 999,  creating  one 
of  the  most  vibrant  urban 
environments  in  the 
country.  Did  we  mention 
a  perfect  climate?  Average 
daily  temperature: 
70.5  degrees. 
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San  Diego  Regional  EDC's  civic  entrepreneurs  are  a 
close-knit,  highly  networked  community  of  leaders  and 
innovators.  They  are  the  backbone  of  a  diversified 
and  dynamic  economy  that  works. 


Access  more  San  Diego  Market  Intelligence  at 
www.sandiegobusiness.org  or  call  619.234.8484. 
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San  Diego.  Serious  Business.  Strong  Econoni) 


Here's  why  San  Diego  works: 

Highly  Skilled  Workforce 

►  One-third  of  the  adult  population  has  a 
bachelor's  degree  or  higher. 

"*  More  than  200,000  college  students  are 
preparing  to  enter  the  workforce  and  are 
eager  to  stay  in  San  Diego. 

Home  of  High  Tech  High,  an  innovative 
portfolio  of  public  charter  schools  that  is 
being  replicated  across  California. 

Biotech,  communications,  software, 
defense  and  electronics  companies  employ 
more  than  172,000  people,  accounting  for 
12%  of  all  jobs  in  the  region. 
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The  Leader  in  Healthcare  Staffing 

Dedicated  to  Quality  and  Excellence 


World-Class  Research 
and  Development 

$1.43  billion  in  research  and  develop- 
ment grants  were  awarded  to  local  institu- 
tions from  the  NIH,  NSF  and  DOD. 

-  More  than  400  companies  have 
been  spun  out  of  35  research  institutes 
and  universities  including  University  of 
California,  San  Diego;  Salk  Institute;  and 
the  Scripps  Research  Institute. 

$42.1  million  to  local  entities  through 
Small  Business  Innovation  Research  (SBIR) 
and  Small  Business  Technologv  Transfer 
(STTR)  awards. 
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New  Style,  CLUB  ANA* 


dreams 


ANA  offers  its  celebrated  New  Style,  CLUB  ANA  Business  Class  Service  on  New  York  -Tokyo  and 
Los  Angeles  -  Tokyo  flights.  Indulge  yourself  with  our  chefs'  gourmet  creations.  Or  get  a  good 
night's  sleep  on  the  generously  wide  fully  reclinable  seat.  You  can  even  dedicate  yourself  to 
business  with  the  high-speed  in-flight  Internet  service*.  This  ultimate  experience  can  be  yours  on 
the  San  Francisco  route  starting  in  April,  and  on  the  Washington,  DC.  route  starting  in  July  2006. 

Aircraft  and  services  subject  to  change  without  notice. 


ANA 


A  STAR  ALLIANCE  MEMBER  ^> 


Non-stop  to  Tokyo  from  NewYor- 


..San  Francisco,  Los  Angeles  and  Honolulu.  |  WWW.FLY-ANA.COM  |  I  -800-2-FLY-AN- 


Queen 

MARY  2 

A  Most  Civilized  Adventure:" 

*Six  unforgettable  clays  to  experience  the  pure  thrill  of  a  transatlantic 
crossing  in  the  grandest  and  most  luxurious  style  imaginable,  of  any  era. 

 :  ■  •  U  —  ■   -'■)    '  ' 

For  reservation*  or.  further  information,  call  your  travel  as»ent  or  i-8oo-7-CUNA.RI)  oi;  visit  www:cimai:d .< oni 
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WE  REPORT.  YOU  DECIDE.® 

AND  always  ON  foxnews.com 

Nielsen  Media  Research  November  '05  ( 1 0/3 1-1  1  /27/05).  FNC,CNN,MSNBC,CNBC,HLN:  Business  Program  Name  Averages.  Households  AA(000).iSubject  to  qualifications  to  be  made  available  upon  request, 


Makers+Breakers  

FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 


The  Fat  of  the  Land 


In  a  nation  of  dissolute  consumers  WEIGHT  WATCHERS  INTERNA- 
TIONAL (50,  WTW)  is  once  again  living  large.  Attendance  decreased 
globally  by  1.5%  in  2004  but  perked  up  by  1.6%  last  year.  This 
dieting  system  has  real  staying  power,  as  fad  diet  after  fad  diet 
(like  the  low-carb  Atkins)  attracts  a  swarm  of  acolytes— only  to 
leave  them  disillusioned  a  few  years  later. 

The  unfaddish  Weight  Watchers  preaches  portion  control 
and  reinforces  the  sermon  with  Alcoholics  Anonymous-style 
group  sessions.  Dieters  may  fall  off  the  Weight  Watchers  wagon, 
but  then  climb  back  on.  They  go  back  to  paying  attendance  fees 
and  going  to  supermarkets  to  buy  the  branded  foods  and  the 
low-cal  milk  shake  powders. 

Weight  Watchers'  is  the  diet  most  frequenfty  recommended 
by  doctors  and  is  endorsed  by  the  U.S.  Agriculture  Department. 
Bank  of  America  analyst  Scott  A.  Mushkin  says  the  diet  business 
is  on  a  growth  track.  There  is  no  shortage  of  potential  customers: 
The  American  Heart  Association  estimates  that  65%  of  the  pop- 
ulation is  overweight. 

Company  revenue  rose  12%  to  $1.2  billion  in  2005;  net 
income  declined  5%  to  $174  million  only  because  of  the  cost  of 
acquiring  the  separate  Weightwatchers.com.  Unlike  privately 
owned  rivals  Jenny  Craig  and  Curves,  which  maintain  their  own 


centers-cum-food  stores,  Weight  Watchers  keeps  its  capital  costs 
to  a  minimum  by  allowing  its  meetings  to  be  held  anywhere.  So 
it  is  gaining  entry  to  workplaces  all  over — at  companies  with 
wellness  programs  like  Microsoft,  for  instance.  The  shares  are 
worth  the  calories  at  26  times  trailing  earnings. — Tatiana  Serafin 


Card  Shark 


Stock  price 
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The  fashion  these  days  is  for  stand-alone 
credit  card  issuers  to  be  acquired  by 
banks.  Bank  of  America  purchased 
card  house  MBNA  for 
$35  billion  last  year,  for 
instance.  So  is  the  last 
big  free-standing  card 
company,  CAPITAL  ONE 
FINANCIAL  (82,  COF),  next? 
Nope,  Capital  One  has 
gone  the  opposite  way.  Last  fall  it  bought 
Hibernia  Bank  and  in  mid-March  agreed 
to  buy  North  Fork  Bancorp. 

In  a  time  when  competitors  are  offer- 
ing 0%  teaser  rates,  Capital  One  benefits 
from  the  cheap  financing  that  deposits 
bring.  Capital  One's  foray  into  banking 
lowers  its  exposure  to  card  defaults  and 
rate  wars.  Its  U.S.  credit  cards  now 
account  for  50%  of  receivables  down 
from  65%  two  years  ago.  And  Pip 
analyst  Robert  Napoli  finds  that  Capital 


One  now  is  a  peer  to  big  regional  banks,     HaTCf  Data 
which  trade  higher  than  Capital  One's 
current  12  times  trailing  earnings. 

— David  Armstrong 


Big  Steel 


Stock  price 


Bankruptcy  and  consolidation  are  the 
dreary  lot  of  the  domes- 
tic steel  industry.  But 
onetime  industrial  icon 
U.S.  STEEL  (59,  X)  has 
emerged  intact.  Labor 
concessions,  cost-cut- 
ting and  acquisitions 
have  strengthened  its  position,  making  it 
better  able  to  battle  imports,  says  Merrill 
Lynch  analyst  Daniel  Roling. 

Also  helping  are  rising  steel  prices — 
hot  rolled  coils  went  from  $540  per  ton  to 
$570  in  the  last  six  months.  While  the 
price  of  raw  materials  is  up,  U.S.  Steel  ben- 
efits from  owning  its  own  coke  and  ore 
supplies.  At  eight  times  earnings  the  stock 
is  a  bargain.  —Phyllis  Berman 


Stock  price 


VEECO  INSTRUMENTS  (20,  VECO),  which  sup- 
plies gear  for  chipmakers  and  data  storage 
firms,  had  a  good  2005.  Sales  advanced 
5%  to  $410  million,  and  losses  narrowed 
to  $897,000  compared  with  2004's 
$62.6  million.  From  its  low  point  last  May 
Veeco  stock  is  up  61%. 

But  analyst  Mark  FitzGerald  of  Bank 
of  America  worries  that 
the  gross  margin,  which 
had  been  rising,  slumped 
in  the  last  quarter  to 
43.3%,  lower  than  man- 
agement's guidance  of 
46%.  He  also  expects 
competition  to  heat  up. 
In  November  Agilent  acquired  a  company 
that  will  compete  head-to-head  in  atomic- 
force  microscopes,  which  Veeco  is  enter- 
ing in  a  sizable  way.  Shares  go  for  46  times 
earnings.  We  say  short  them. 

—Megan  Johnston 
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James  Grant 


TOKYO'S  DAY 


SLEEPLESS,  I  FLIPPED  ON  THE  RADIO  TO  CATCH  THE 
3:25  a.m.  business  report.  I  was  more  than  idly  curi- 
ous. Since  the  fall  of  1998  I  have  helped  to  manage 
some  investments  in  Japan.  "Waves  of  selling  forced 
the  early  closing  of  the  Tokyo  Stock  Exchange,"  the 
announcer's  voice  intoned.  This  was  last  Jan.  18,  two  days  after 
the  police  had  raided  Livedoor,  the  glittering  Internet  company 
managed  by  the  flamboyant  Takafumi  Horie,  public  face  of  the 
new  and  regenerated  Japan.  It  may  not  surprise  you  that  I  was 
still  awake  to  watch  the  sunrise. 

Is  dawn  breaking  at  last  over  the  long-slumbering  Japanese 
economy?  "Yes"  is  my  emphatic,  admittedly  unobjective,  answer. 
Whether  or  not  you  have  money  invested  there,  Japan  is  calcu- 
lated to  intrigue.  Here  is  a  living  laboratory  in  what  the  learned 
economists  call  "behavioral  finance."  In  their  propensity  to  sell 
low  and  buy  high  and  to  perceive  risk  where  there  is  actually 
reward,  Japanese  investors  strongly  resemble  their  American 
counterparts.  That  is,  they  are  only  human. 

In  the  aggregate  they  are  phenomenally  risk-averse,  after  15 
years  of  collapsing  land  prices,  failing  banks,  soaring  budget 
deficits,  sagging  share  prices,  falling  interest  rates  and  stagnating 
business  activity.  In  this  time  of  woe,  cash  was  king.  Bonds,  too, 
were  investment  royalty.  Though  they  yielded  a  pittance,  the 
principal  was  safe,  and  the  yen  in  which  the  debt  was  denomi- 
nated was  buying  more  with  each  passing  year. 

To  this  state  of  affairs— loosely  styled  deflation— the  Bank  of 
Japan  addressed  itself  in  1999  by  inaugurating  a  policy  of  0% 
interest  rates.  In  2001  it  instituted  "quantitative  easing,"  or  mone- 
tary force-feeding,  in  which  it  stuffed  the  banking  system  with 
money.  Few  were  willing  to  borrow  any. 

Now  a  solvent  banking  system  is  beginning  to  accommodate 
a  rising  demand  for  credit.  In  February,  for  the  first  time  in  eight 
years,  bank  lending  showed  positive  growth.  The  campaign  to 
stamp  out  deflation  has  borne  fruit  in  the  form  of  three  consecu- 
tive monthly  consumer-price-inflation  readings  above  the  zero 
mark.  Under  the  printing-press  standard,  inflation  is  customarily 
the  top  monetary  concern.  Not  in  Japan.  It  was  the  lack  of  infla- 
tion that's  had  the  central  bank  on  the  defensive. 


But  that  peculiar  phase  of  Japan's  monetary  history  endec 
Mar.  8,  when  the  BoJ  announced  the  suspension  of  force-feed- 
ing, although  not — for  the  time  being — of  0%  interest  rates.  A 
pair  of  economists  from  Bear  Stearns,  David  Malpass  and  Sand\ 
Batten,  observe  that  the  new  policy  remains  accommodative 
"[T]he  Japanese,"  they  write,  "by  leaving  rates  at  0%  while  infla- 
tion is  climbing,  are  allowing  their  monetary  policy  to  looser 
further." 

Which  spells  bad  news  for  Japanese  bondholders  but  good 
news  for  Japanese  stockholders.  With  the  Nikkei  225  index 
quoted  at  43  times  trailing  earnings,  the  Tokyo  market  is  not  pre- 
cisely cheap  on  an  earnings  basis.  And  gone  are  the  days  when 
hundreds  of  Japanese  companies  were  valued  at  less  than  their 
net  current  assets. 

But  plenty  of  Japanese  companies  continue  to  hoard  cash,  as 
plenty  of  American  companies  would  if  they  had  been  through  a 
decade  and  a  half  of  rolling  recession.  These  asset-rich  businesses 
are  ripe  for  restructuring.  Small  wonder  that  merger-and-acqui- 
sition  activity  is  strong  (2,713  transactions  last  year,  the  most  on 

record)  or  that  Western  private- 
equity  investors  are  circling 
Tokyo  in  expectation  of  a  new 
wave  of  dealmaking.  "Japanese 
capitalism  used  to  be  static,' 
the  general  manager  in  the 
business  development  division 
at  Bank  of  Tokyo-Mitsubishi 
was  quoted  as  saying  at  year- 
end.  "Now  we  are  learning 
about  dynamic  capitalism.  We 
will  see  more  spinoffs  and 
restructurings." 

That  Jan.  18  selling  squall 
caught  out  many  a  Japanese  day 
trader,  the  non-risk-averse  por- 
tion of  the  population.  And  a  prospective  rise  in  the  cost  of  Japans 
margin  debt  may  send  some  of  them  back  to  the  safety  of  money  in 
the  bank,  or  under  the  mattress. 

Still,  I  believe  a  huge  reallocation  of  Japanese  investment  capi- 
tal is  only  just  beginning.  Bonds  with  flyspeck  yields — the  sure 
things  during  the  long  slump — will  prove  exacdy  the  wrong  things 
to  own  in  the  continuing  expansion. 

Late  last  year  the  Nikkei  Weekly  noted  that  life  insurance 
investment  committees  continue  to  stay  away  from  the  stock 
market.  "Young  fund  managers  know  only  a  bearish  market,"  one 
Japanese  asset  manager  told  the  paper. 

If,  as  I  expect,  these  fund  managers  will  come  to  know  a  bull- 
ish market,  a  couple  of  New  York-listed  exchange-traded  funds 
offer  a  convenient  way  for  a  non-Japanese  investor  to  participate: 
iShares  MSCI  Japan  (14,  EWJ)  and  iShares  S&P/Topix  150 
(120,  ITF).  F 


After  15  years 
of  woe,  Japan 
is  recovering. 
As  risk-averse 
investors  gain 
heart  bigger 
gains  loom.  Buy 
a  basket  of 
stocks. 


Forbes 


James  Grant  is  the  editor  of  Grants  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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demonstrate  that  the  impossible  is  indeed  possible  when  individuals 
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Financial  Strategy  i  A.  Gary  Shilling 


FIND  ENERGY 
AT  HOME 


THERE'S  PLENTY  OF  CHEAP  ENERGY  IN  THE  EARTH'S 
crust,  just  not  in  North  America.  Easily  accessible 
sources,  like  the  big  East  Texas  oilfield,  were  exploited 
long  ago.  The  rest  is  expensive  to  get  to,  such  as  crude 
oil  and  natural  gas  in  the  deep  and  hurricane- infested 
waters  of  the  Gulf  of  Mexico.  Or  it's  locked  up  in  forms  that  are 
costly  to  process,  such  as  Colorado  shale  oil  and  Canadian  tar 
sands.  Or  it's  out-of-bounds  for  political  reasons,  like  East  and 
West  Coast  offshore  areas  and  the  Arctic  National  Wildlife 
Refuge.  Or  the  energy  can't  be  used  because  people  don't  want  to 
live  near  oil  refineries  and  liquefied  natural  gas  terminals.  They 
don't  want  nuclear  power  plants  near  them,  either. 

Still,  $2.50-a-gallon  gasoline  can  do  wonders  to  change  vot- 
ers' thinking  about  the  environment.  Then  there  are  the  political 
and  military  risks  of  importing  60%  of  our  petroleum.  Think 
about  Russia's  withholding  of  gas  exports  in  its  price  dispute  with 
Ukraine,  Saudi  Arabia's  refinery  bombers,  Iran's  pursuit  of  atomic 
weapons,  Iraq's  oil  pipeline  saboteurs,  Nigeria's  warring  tribes 
and  Venezuela's  leftist  hothead,  Hugo  Chavez. 

Energy  prices  are  high  now  in  large  part  because  under- 
investment in  new  sources  over  the  past  decade  left  supply  falling 
short  of  demand  at  the  prices  of  two  years  ago.  The  good  news 
for  investors  is  that  today's  steep  prices,  plus  the  risks  of  imported 
oil,  make  high-priced  North  American  energy  interesting  again. 

The  warm  winter  depressed  natural  gas  prices,  but  clean- 
burning  gas  is  attractive  in  the  long  run.  North  American  sup- 
plies will  rise  in  future  years  when  pipelines  are  built  south  from 
Canada's  MacKenzie  gas  fields  and  the  North  Slope.  Natural  gas 
is  plentiful  in  the  Middle  East  and  often  flared  for  lack  of 
demand.  Countries  like  Qatar  are  investing  heavily  to  liquefy 
some  of  their  gas  for  shipping  to  Western  nations  and  to  turn  the 
rest  into  synthetic  diesel  fuel.  Washington  is  superseding  state 
and  local  governments  to  expand  the  U.S.'  LNG 
terminals  beyond  the  current  five  that  regasify 
LNG  and  feed  it  to  pipelines. 


My  firm  concentrates  on  investment  themes,  not  on  picking 
individual  stocks.  Nevertheless,  among  the  North  American 
natural  gas  stocks  you  might  consider  for  the  long  term  are 
Chesapeake  Energy  (31,  CHK)  and  EnCana  (47,  eca). 

The  U.S.  has  a  250-year  supply  of  coal  at  current  produc- 
tion rates,  and  though  coal  and  natural  gas  each  account  for 
30%  of  U.S.  energy  consumption,  coal  is  much  cheaper.  Fur- 
ther, technological  advances  are  removing  more  of  the  sulfur 
and  other  undesirables,  and  also  raising  the  likelihood  that 
chemists  will  find  a  way  to  economically  convert  coal  into  diesel 
fuel.  Power  plants  at  coal  mines  can  eliminate  the  current  lack 
of  rail  capacity  to  move  more  coal  on  some  routes.  Among  coal- 
involved  companies,  you  could  explore  producers  like  Arch  Coal 
(73,  ACl)  and  Peabody  Energy  (47,  BTU),  as  well  as  service  com- 
panies such  as  Joy  Global  (56,  JOYG). 

In  petroleum,  look  for  Washington  to  encourage  the  approval 
and  construction  of  new  refineries,  and  the  opening  of  more  off- 
shore areas  to  drilling.  Offshore  drillers  such  as  Todco  (36,  THE), 
Global  Santa  Fe  (56,  GSF)  and  Ensco  International  (47,  ESV)  are 

worth  looking  at. 

Nuclear  energy  may  regain 
favor  as  public  hysteria  is  over- 
come by  high  energy  costs  and 
concerns  about  the  global  warm- 
ing effects  of  fossil  fuel.  Note  that 
France  produces  80%  of  its  elec- 
tricity from  nuclear,  and  the  U.S. 
only  20%.  New  plants  are  years 
from  construction,  but  the  Ad- 
ministration is  advocating  them 
and  encouraging  the  reprocessing 
of  spent  nuclear  fuel  to  reduce  the 
politically  unpopular  burying  of 
this  waste.  On  the  list  of  nuclear 
companies  are  USEC  (11,  USU)  and  Cameco  (34,  CO). 

The  Canadian  tar  sands  contain  huge  quantities  of  bitumen 
that  can  be  converted  to  petroleum.  Tar  sands  production  is  very 
profitable  at  current  crude  prices,  and  new  processes  are  reduc- 
ing the  costs.  A  number  of  companies  are  involved  in  this  mush- 
rooming energy  play,  including  Suncor  (76,  SU),  Canadian  Nat- 
ural Resources  (56,  CNQ)  and  Nexen  (56,  NXY). 

Yes,  there  was  also  a  big  push  for  domestic  energy  after  the  oil 
shocks  of  1973  and  1979.  Then  crude  prices  collapsed  in  1986, 
leaving  geothermal  projects  and  windmill  farms  on  government- 
subsidy  life  support.  By  the  1990s  Americans  were  forgetting  the 
gas  lines  and  climbing  into  enormous  SUVs. 

It  will  take  periodic  crises  to  remind  people  that  foreign  sup- 
plies can  be  cut  off  quickly  and  disastrously.  I  believe  that,  unfor- 
tunately, these  supply  crises  will  be  common  enough  to  make 
North  American  energy  an  excellent  investment  play  for  the  next 
decade.  F 


Make  an 
investment  in 
dictator-free 
fuel.  Buy  an 
assortment 
of  coal,  gas, 
tar  sands  and 
nuclear  stocks. 


Forbes 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 
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ommended Enerplus  Resources 
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Advertisement 


April  10,  2006 


Business  Classified 


www.proteamcorvette.com  •  free  catalog 


3BSIC  CORVETTE  COLLECTION  "JTS 


www.corvetteswanted.com 


Over 
150  in 
One  Location! 


the  HOLY  GRAIL  of  Corvette  Collections! 


CLASSIC  CORVETTE  COLLECTIOIXi  & 


•  FAX:  419-5924242  www.proteamcorvette.com 


Forbes  Subscriber  Service 


Back  Pain 


Art  Wholesale 


1 1 


Professional  Speaker 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.. .800-88 


BACK  PAIN? 


Get  FREE  information  on 
GUARANTEED  seat  and  back  supports 

'ffM  Posture  Education 

_DKj  www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann. 
Schvaiko.  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


FREE  Special  Report 

How  to  choose  the  right  speaker 
or  trainer  for  your  company. 

Details  at: 
www.trainerspecialreport.com 


FOrt)CS  Business  Classified 

20M  air%ij: 


^■ll.,M..I 


100 


For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most 
cost-effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 
1-800-442-6441 
mediopt@aol.com 


You 


chan 


■ad 


Newsletter 


Forbes 
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Nanotechnology  is  changing  our  world 
...  ourdothes,  the  military,  science, 
autos,  medical  technology  ...  every- 
thing! Ifs  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/ Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  vvww.forbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 
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House 


Proud 


Investor  ROBERT  RUBIN 
collected  things,  until 
one  day  something 
collected  him:  an  all-metal 
$10  million  house  pried 
from  the  French  Congo. 
By  David  Armstrong 


OOKING  LIKE  A  JAPANESE 
pagoda  made  from  an  Erector  Set,  La 
Maison  Tropicale,  a  prefab  metal  house, 
had  been  shipped  to  the  French  Congo  in 
1950.  It  was  light,  airy  and  imbued  with  a 
spare,  industrial  elegance.  1 
Prouve,  an  ironworker  turned  designer, 
hoped  that  the  French  goveri  add 
manufacture  it  in  quantity 
housing  for  colonial  bureaucra 
never  happened.  The  Republic  of  < 
achieved  independence  in  1960, 
Maison  Tropicale  fell  into  disrepair,  h 
tures  and  its  furniture  were  stripped  i 


vandals,  its  location  forgotten. 

Today  the  merest  morsel  from  that 
house  brings  a  nice  price  at  auction.  A  pair 
of  metal  doors  designed  for  it  (but  never 
used)  sold  last  year  at  Sotheby's  for 
$689,000— seven  times  the  estimate  and  a 
record  for  postwar  design.  Sitting  in  the 
collectors'  catbird  seat  for  all  things  Prouve 
is  Robert  M.  Rubin,  who  acquired  La  Mai- 
son Tropicale  and  donated  it  to  the 
Georges  Pompidou  Art  &  Culture  Foun- 
dation (it  goes  on  display  starting  March 
2007  at  the  Pompidou  Center). 

Rubin,  a  former  Wall  Street  com- 


modities trader  (no  connection  to  the 
former  Treasury  Secretary),  began  col- 
lecting Prouve  furniture  in  the  mid- 
1990s,  buying  much  of  it  at  small  auctions 
near  the  designer's  home  city  of  Nancy, 
France.  He  created  a  stir  in  France  in  200 1 
by  spending  $150,000  for  two  original 
"Kangourou"  chairs  (not  from  Maison 
Tropicale  but  from  another  of  Prouve's 
many  commissions).  "I  can  count  on  one 
hand  the  number  of  Kangourou  chairs 
I've  seen  in  my  lifetime,"  he  says.  'And 
here  were  two.  And  there  was  some  assi 
with  a  bid  right  behind  mine." 
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What  spurred  him  on  to  buy  La  Mai- 
son  Tropicale  itself  was,  he  admits,  "the 
basic  competitive  collectors  urge  to  own 
the  coolest  Prouve  piece."  In  1999,  after 
locating  the  house  in  Brazzaville,  Congo, 
Rubin  paid  to  have  it  disassembled  and 
shipped  to  Paris,  where  he  oversaw 
restoration.  All  this  cost  well  over  $1  mil- 
lion. He  could  instead  have  sold  the  house 
for  its  parts,  which  might  have  fetched 
$10  million.  The  very  idea,  however,  is 
anathema  to  Rubin,  whose  goal  is  to  pro- 
tect the  integrity  of  Prouves  work. 

n  his  life  as  a  collector  Rubin  has  been 
a  serial  monogamist.  Prouve  is  but  the  lat- 
est of  his  infatuations,  preceded  by  pulp 
novels,  cars,  American  furniture  and  sil- 
ver. He  grew  up  in  Monmouth  County, 
N.J.,  the  son  of  an  appliance  repairman, 
and  won  a  scholarship  to  Exeter  at  13.  He 
earned  a  history  degree  at  Yale,  then 
worked  as  a  reporter  with  a  small  New 
Jersey  newspaper,  collecting  vintage 
paperbacks  "with  lurid  covers"  by  James 
M.  Cain,  Raymond  Chandler  and  Richard 
Thompson.  Part  of  that  collection  now  sits 
on  a  Prouve  bookshelf  in  Rubin's  apart- 
ment on  Central  Park  West  in  Manhattan. 

He  tried  law  school  but  dropped  out  to 
go  into  commodities  trading,  winding  up 
in  1976  at  J.  Aron  (now  part  of 
Goldman  Sachs).  By  1981  he  and 
a  partner  were  running  a  trading 
subsidiary  of  Drexel  Burnham 
Lambert,  with  $70  million  in 
capital  and  more  than  a  hundred 
employees.  His  "Wild  West  days," 
he  calls  them.  He  took  a  two-year 
sabbatical  in  1987  to  get  a  mas- 
ter's degree  in  European  history 
from  Columbia. 

After  Drexel  folded  in  1990, 
Rubin,  with  partners,  founded 
AIG  Trading  Group,  a  subsidiary 
of  AIG  Group,  where  he  stayed 
until  cashing  out  in  2000.  He  still 
retains  a  small  interest  in  a  Stam- 

Collector  Rubin  (far  left)  is  now  a  doctoral  candidate  in  architectural  history. 
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ford,  Conn,  money  management  firm, 
DKR  Capital. 

Money  allowed  him  to  indulge  his 
first  costly  passion— cars.  He  paid  $45,000 
for  a  Ferrari  275  GTB,  then  negotiated  for 
years  to  get  a  Ferrari  GTO;  only  39  were 
ever  made.  No  sooner  had  he  bought  one 
than  he  had  to  sell  it  to  pay  for  his  first 
divorce.  The  car  brought  $10.8  million  at 
auction.  "That  killed  me,"  he  says.  "But  I 
learned  from  it.  I  said,  'Okay  Rubin,  you're 
going  to  be  a  grown-up  now  and  sell  this 
highly  appreciated  automobile,  because 
there  will  be  others'  I  did.  And  the  sky  did 
not  fall  down." 

Collecting  became  a  solace:  "When 
you're  trading,  you  basically  walk  in  and 
people  scream  at  you  for  ten  hours  a  day. 
You're  not  going  to  stare  at  the  screen  and 
not  think  of  the  things  in  life  that  give  you 
pleasure.  Collecting  was  a  way  of  keeping 
in  touch  with  that  world."  He'd  trade  cars 
as  rapidly  as  he  traded  commodities,  jug- 
gling Maseratis  and  Ferraris.  At  one  point 
he  employed  two  full-time  mechanics  to 
care  for  his  collection.  Rubin  says  you  can 
draw  a  straight  line  from  his  vintage-car 
mania  to  Prouve:  "They're  both  industrial 
objects.  The  Tropical  House  is  more  like  a 
racing  car  than  a  house.  It  has  an  esthetic 
and  a  functional  aspect." 


At  a  Sotheby's  auction  in  December  an  original  Prouve  swiveling  light — an  8-foot 
lacquered  metal  pole  with  a  lightbulb  on  the  end— sold  for  $72,000.  It  was  one  of 
only  19  made  by  Prouve  for  Air  France's  dormitories  in  Brazzaville.  If  you  missed 
the  auction,  consider  spending  $1,150  on  a  perfectly  good  version  from  Swiss 
manufacturer  Vitra,  the  only  furniture  company  licensed  by  the  Prouve  family. 
Since  2002  Vitra  has  reproduced  many  pieces  of  Prouve's  furniture,  including  his 
delicately  curved  "Antony"  chair  ($950)  and  his  1951  "Bahut"  sideboard  ($9,100). 
A  chair  made  of  lacquered  tubular  and  sheet  steel  with  beech  plywood  seat  and 

back  ($675)  might,  if  original, 
cost  $6,000.  Vitra  has  stores  in 
New  York  City  and  San  Francisco. 

Other  reproductions 
can  be  found  at 
Design  Within  Reach 
(www.dwr.com). 

— D.A. 


Vitra's  faithful  and  exacting  reproductions 
include  Prouve's  famous  "Potence"  light 
(far  left),  plus  various  tables  and  chairs. 


Curators  and  museum  professionals 
admire  Rubins  seriousness.  (He  is  currendy 
a  doctoral  candidate  in  architectural  history 
at  Columbia.)  When  in  December  2004  he 
sold  a  substantial  part  of  his  Prouve  collec- 
tion in  order  to  concentrate  on  his 
dissertation  and  on  a  touring  exhibit  of  La 
Maison  Tropicale,  he  wrote  several  of  the 


auction  catalog  essays  himself — unusual 
for  a  wealthy  guy  cleaning  out  his  closets. 
Says  James  Zemaitis,  director  of  Sotheby's 
20th-century-design  department:  "Bob  has 
an  intellectual  rigor  and  research  capacity 
unmatched  by  any  other  collector."  The  auc- 
tion brought  $2.8  million— $700,000  over 
the  high  estimate.  F 


BEVERAGE  PRODUCTS 


In  Praise  of  the  Silver  Bullet 

Like  all  great  art  forms,  the  martini  is  mutable,  adapting  to  new  influences 
without  compromising  its  essential  genius.  Below,  a  few  of  our  favorite 
variations— some  shaken,  others  stirred.  The  gin  or  vodka  should  be  chilled 
to  0  degrees  Fahrenheit.  (Do  what  a  few  bartenders  do — keep  a  bottle  in 
the  freezer.)  All  except  the  Picasso  should  be  mixed  in  an  ice-filled  shaker. 
For  more  recipes,  visit  www.forbes.com/20martinis.  — Charles  Dubow 


James  Bond's  Martini  (The  Vesper)     glass.  Garnish  with  a  pearl  onion. 

3  oz.  Gordon's  gin 
1  oz.  vodka 
A  oz.  white  Lillet 

Combine,  shake  and  strain  into  a  deep 
champagne  goblet.  Garnish  with  a  large, 

thin  slice  of  lemon  peel. 


The  Gibson 

2  oz.  gin  or  vodka 

2  drops  dry  vermouth 

Stir  briskly  and  strain  into  a  chilled  martini 


Martinez 

(Some  believe  this  to  be  the  original 
martini  recipe.) 

VA  oz.  gin 

VA  oz.  dry  vermouth 
2  dashes  maraschino  liqueur 
1  dash  bitters 

Combine,  stir  briskly  and  strain  into  a 
chilled  martini  glass.  Garnish  with  a 
twist  of  lemon. 
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WHEELS 

Mercedes' 
New  Big  Toy 

1  WHAT  IT  IS: 

2007  Mercedes-Benz  GL-Class 
BASE  price:  Upper  $50,000  range 
available:  Around  May 

Mercedes  says  its  new  GL-Class  will  be 
[the  first  full-size  SUV  from  a  European 
manufacturer.  The  vehicle  can  seat  seven 
and,  with  a  7,500-lb.  towing  capacity,  has 
•  what  Mercedes  calls  "big  toy  ability." 
(That  is,  it  can  tow  a  30-foot  boat  or  a 
ithree-horse  trailer.  While  the  GL-Class  is 
ithe  least  sporty  Mercedes-Benz  (and 
i  probably  the  only  one  that  in-house 
hot-rod  shop  AMG  isn't  interested  in 
tuning),  it's  a  bona  fide  SUV.  Mercedes' 
other  new  big  vehicle,  the  R-Class,  is  a 
glorified  minivan. 
— Dan  Lienert 


Cajun  Martini 

3  oz.  vodka  or  gin 
M  of  a  jalapeno  pepper 
Combine,  shake  and  strain  into  a  chilled 
martini  glass  precoated  with  two  drops 
of  Tabasco. 

Dirty  Martini 

2  oz.  gin 

1  tbsp  dry  vermouth 

2  tbsp  of  the  liquid  from  a  jar  of 
cocktail  olives 

Combine,  stir  briskly  and  strain  into 
a  chilled  martini  glass.  Garnish  with 
olives. 

Picasso  Martini 

(Bar  Hemingway,  Ritz  Paris) 
2  oz.  gin 

1  cube  of  frozen  Noilly  Pratt  vermouth 
Pour  the  gin  directly  into  a  chilled 
martini  glass.  Drop  in  cube  of  vermouth. 


Whethe  r  ijou're  planning  luxurious  accommodations, 

a  lavish  group  retreat  or  a  ^^tea^w^  gourmet  cuisine,  pristine 
rewarding  incentive  for  yourtop^^^^  beaches,  state-  of  -tfie-art 
performers,  Grand  Lido  Resorts  &  conference  facilities  and 
Spas  are  up  to  tfie  task,  from  an  endless  variety  of  activities 
the  casual  elegance  of  Grand  to  keep  everyone  invigorated 
Lido  Negri!  to  the  cjuiet  charm  of  and  entertained.  All  included  in 
Grand  Liclo  Braco,  you'll  discover    one  simple  upfront  price. 

Win  a  5  day/4  night  trip  for  2! 

Register  online  at  www.grandlido.com/groups  for  your  chance  to  win. 
No  purchase  necessary.  Airfare  extra.  See  website  for  details. 

Visit  www.grandlido.com  or  call  your  travel  agent  or  1-800-Go-Super  (467-8737). 


If  you  knew  cancer 
was  the  deadliest 
childhood  disease, 
you'd  be  in  a  hurry 
to  grow  up  too. 


Thirty  percent  of  children  with  cancer  today 
won't  live  long  enough  to  graduate  from 
college.  Our  kids  deserve  better.  Help 
us  support  research  that  can  help  them  live 
longer,  healthier  lives.  Call  1.800.458.6223 
or  visit  www.ConquerKidsCancer.org. 
With  your  help  today,  we  can  give  them 
more  .tomorrows. 


THE  BEGINNING  OF  THE  END 
FOR  CHILDHOOD  CANCER. 


Formerly  the  National  Childhood 
Cancer  Foundation 
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 THOUGHTS  

On  the  Business  of  Life 

o  you  remember  a  main  reason  for  Vietnam?  China.  China  was  North  Vietnam's  principal  source  for 
materiel  We  "had"  to  keep  China  from  taking  over  all  of  Southeast  Asia,  whose  countries  would  fall 
like  dominoes  if  the  Vietnamese  reds  won.  They  won.  And  who's  nearly  at  war  with  each  other  now? 
Red  China  and  Red  Vietnam.  The  Vietnamese  are  throwing  out  ethnic  Chinese  by  tens  of  thousands.  And  China  is 
trying  to  shore  up  Cambodia,  which  is  menaced  by  Vietnamese  aggression.To  put  the  icing  on  the  cake,  China's  fast 
becoming  a  Main  Man  for  us  vis-a-vis  the  U.S.S.R.  —MALCOLM  S.  FORBES  (1978) 


Abatement  in  the  hostility  of  one's  enemies 
must  never  be  thought  to  signify  they  have 
been  won  over.  It  only  means  that  one  has 
ceased  to  constitute  a  threat. 

— QUENTIN  CRISP 

You  can  discover  what  your  enemy  fears 
most  by  observing  the  means  he  uses  to 
frighten  you. 

—ERIC  HOFFER 

Take  heed  of  enemies  reconciled, 
and  of  meat  twice  boiled. 

—ENGLISH  PROVERB 


You  can  calculate  the  worth  of  a  man 
by  the  number  of  his  enemies,  and  the 
importance  of  a  work  of  art  by  the  harm 
that  is  spoken  of  it. 

— GUSTAVE  FLAUBERT 


Forgive  your  enemies,  but  never  forget 
their  names. 

—JOHN  F.  KENNEDY 


We  have  friends  but  they  have  not  been 
made  by  silence  or  pussyfooting.  If  we  have 
enemies  we  do  not  placate  them. 

—WILLIAM  H.  GRIMES 

Love  your  enemies  in  case  your  friends 
turn  out  to  be  a  bunch  of  bastards. 

— RA.  DICKSON 


Pay  attention  to  your  enemies,  for  they  are 
the  first  to  discover  your  mistakes. 

— ANTISTHENES 

A  strong  foe  is  better  than  a  weak  friend. 

—EDWARD  DAHLBERG 


Whenever  thy  hand  can  reach  it,  tear  out 
thy  foe's  brain,  for  such  an  opportunity 
washes  anger  from  the  mind. 

— SA'DI 


The  man  who  never  makes  a  mistake 
always  takes  orders  from  one  who  does. 
No  man  or  woman  who  tries  to  pursue 
an  ideal  in  his  or  her  own  way  is  without 

enemies. 

—DAISY  BATES 


J  bring  out  the  worst  in  my  enemies 
and  that's  howl  get  them  to  defeat 
themselves. 

—ROY  M.  COHN 


/  don't  have  a  warm  personal  enemy  left. 
They've  all  died  off.  I  miss  them  terribly 
because  they  helped  define  me. 

—CLARE  BOOTH  LUCE 

To  have  a  good  enemy,  choose  a  friend: 
He  knows  where  to  strike. 

—DIANE  DE  POITIERS 


/  am  gratified  when  a  friend  slaps  me  on 
the  back  and  tells  me  I'm  a  fine  fellow,  but 
I  do  a  little  resent  it  when  with  his  other 
hand  he  picks  my  pocket. 

— W.  SOMERSET  MAUGHAM 


Let  my  enemies  devour  each  other. 

—SALVADOR  DALI 


A  Text ... 


Rejoice  not  against  me,  O  mine 
enemy:  when  I  fall,  I  shall  arise; 
when  I  sit  in  darkness,  the  Lord 
shall  be  a  light  unto  me. 

— MICAH  7:8 

Sent  in  by  Lisa  Jones  Bishoff,  Columbus,  Ohio. 
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'Spending  by  federal  government  divided  t 
revenues  of  largest  U.S.  corporation. 


Bigness  and  Badness 

OUR  LIST  GLORIFYING  GIGANTISM  (see  p.  104)  WILL  PROVIDE 
much  fodder  for  populists.  With  all  these  mergers  going  on,  cor- 
porations are  getting  too  big.  Bring  on  the  trustbusters! 

The  movement  to  fetter  corporate  Goliaths  has  had  periodic 
victories.  A  century  ago  it 
broke  up  John  D.  Rockefeller  s 
oil  empire.  In  the  Depression 
it  gave  us  anti-chain-store  leg- 
islation. Now  Bill  Gates  has 
taken  Rockefeller's  place  as 
the  man  with  the  conspicuous 
market  share,  and  Wal-Mart 
is  the  target  of  legislators  who 
think  retailing  efficiencies 
should  not  be  permitted  to 
get  out  of  hand. 

The  theory  that  the 
industrial  combine  will  swal- 
low us  all  alive  reached  its 
apogee  39  years  ago  with  the 
publication  of  John  Kenneth 
Galbraith's  The  New  Indus- 
trial State.  The  eminent  econ- 
omist explained  how  corporate  giants  were  a  law  unto  them- 
selves, answerable  to  no  one.  Suppliers  and  workers  were  mere 
pawns.  Consumers,  their  minds  warped  by  advertising,  were 
helpless.  Galbraith's  prime  example  of  the  almighty  corporation: 
General  Motors. 

Galbraith  opined  that  one  consequence  of  the  industrial  state 
was  the  impoverishment  of  the  public  sector.  We  were  spending 
too  much  money  on  cars,  he  said,  and  not  enough  on  hospitals  or 
playgrounds.  But  can  it  fairly  be  said  that  the  government  is 
being  starved?  Is  it  being  eclipsed  by  the  megacorporation? 

You  can  test  Galbraith's  proposition  by  calculating  what  we 
will  call  here  the  bureaucracy/business  ratio.  To  get  the  number, 
divide  federal  outlays  by  the  revenues  of  the  largest  U.S.  corpora- 
tion, a  status  held  at  various  times  since  1900  by  U.S.  Steel,  Rock- 
efellers oil  business  (now  ExxonMobil  et  al.)  and  GM.  Apart  from 
two  spikes  attributable  to  the  fighting  of  world  wars,  this  ratio 
(shown  above)  has  been  on  a  fairly  steady  upward  march  over  the 
past  hundred  years.  The  ratio  has  been  depressed  recently  by  a 
run-up  in  oil  prices  but  will  surely  recover. 

A  populist  will  tell  you  that  high  oil  prices  must  be  the  work 
of  conspirators  meeting  secretly  around  a  boardroom  table  in 
Houston.  Believe  that  if  you  want.  But  the  ratio  says  that  if  there 
is  something  that  needs  to  be  cut  down  to  size,  it's  government. 
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Class  Dismissed 


In  "Is  College  Worth  It?"  (Digital  Rules,  Mar.  27, 
p.  39)  Rich  Karlgaard  suggests  that  paying  $100,000 
to  $175,000  for  a  college  degree  is  a  poor  invest- 
ment. I  agree,  but  not  for  the  reasons  he  offers.  I  am 
a  1963  graduate  of  Muhlenberg  College,  a  liberal 
arts  college  in  Allentown,  Pa.  My  degree  cost 
$4,000,  and  following  graduation  I  was  able  to  get  a 
job  paying  about  $4,000  per  year.  Todays  college 
graduates,  who  pay  more  than  $100,000  for  their  degree,  are  unlikely  to  get  a 
job  paying  anywhere  near  that. 

LINDA  MICHAELS 
Gambier,  Ohio 

One  of  the  root  causes  for  the  dramatic  rise  in  college  costs  is  the  increase  in 
educational  subsidies  over  the  past  15  years.  Subsidize  anything  and  the  price 
goes  up,  not  down.  Consider  the  growth  of  financial  aid  packages,  low-cost 
and  forgiven  student  loans,  tax-sheltered  savings  options  and  the  multitude  of 
tax  deductions  for  education.  Once  again  government  intervention  has  made 
the  free-market  system  less  efficient. 

KEN  WENZLER 
Waukesha,  Wis. 


Angling  for  Small  Fry  Charter  Is  Smarter 


Investing  in  small  business  pays  back  our 
economy  in  a  big  way,  yet  Veronique  de 
Rugy  in  "Small-Firm  Idolatry"  (On  My 
Mind,  Mar.  13)  discounts  the  role  small 
businesses  play  in  job  creation.  Take  for- 
mer small  business  Intel,  for  example, 
which  received  venture  capital  in  1969 
thanks  to  a  Small  Business  Administration 
program.  In  2005  Intel's  revenues  topped 
$38  billion.  Today  Intel  is  just  one  of  many 
success  stories,  with  nearly  100,000  em- 
ployees around  the  world,  half  right  here 
in  the  U.S.  in  17  different  states.  FedEx, 
Staples,  Callaway  Golf,  Ben  &  Jerrys, 
Winnebago— all  of  these  started  as  small 
businesses  and  wouldn't  be  contributing  to 
our  economy  if  it  were  not  for  the  SBA.  If 
America  is  to  remain  on  the  cutting  edge 
of  competitiveness,  we  need  to  invest  in 
our  entrepreneurs  and  in  the  SBA. 

SENATOR  JOHN  F.  KERRY 
Ranking  Member,  Committee  on 
Small  Business  &  Entrepreneurship 
U.S.  Senate, 
Washington,  D.C. 


As  a  19-year-old  college  student 
found  it  heartbreaking  to  read  ir 
"Kindergarten  Lawyers"  (Mar.  13 
p.  96)  that  students  entering  charter 
schools  were  not  up  to  their  own  grade 
reading  levels.  Since  kindergarten,  ] 
have  attended  public  schools;  my  sis- 
ter has  attended  private  schools.  The 
difference  between  academics  is  strik- 
ing. I  recently  attended  my  sister's 
science  fair,  for  example,  where  1 
encountered  science  projects  that  1 
wouldn't  have  even  thought  aboul 
doing  at  her  age.  Attending  public 
schools  did  not  prepare  me  for  college 
skills  I  should  have  learned  in  grade 
school,  like  time  management,  I  had  tc 
learn  in  my  first  year  of  college. 

STACY  KIKA 
San  Diego,  Calif. 
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great  support  team  can  keep  you  on  top  of  your  gome. 


DP  helps  you  stay  on  top  of  your  game  by  offering  your  company  the  widest  range 
f  integrated  HR,  payroll  and  benefit  administration  solutions  -  all  from  a  single  source, 
icreasing  your  productivity  couldn't  be  simpler  with  these  cost-effective  solutions 
including  our  fully  administered  Comprehensive  Outsourcing  Services.  And,  best  of  all, 
du  can  always  rely  on  ADP  for  unparalleled  service  and  expertise.  Make  ADP  part  of  your 
iam  and  find  out  why  we're  the  business  behind  business®. 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Cover-Up 


HOW  MUCH  HAVE  YOU  HEARD  RECENTLY  ABOUT  THE  BARRETT 
report?  Your  most  likely  response:  What's  that? 

A  decade  ago  attorney  David  Barrett  was  appointed  Indepen- 
dent Counsel  to  investigate  allegations  that  the  then  Secretary  of 
Housing  &  Urban  Development,  Henry  Cisneros,  had  lied  to  the 
FBI  about  hush  money  he  had  paid  to  a  former 
mistress  when  he  was  being  considered  for  his 
Cabinet  post  in  the  Clinton  Administration. 

During  the  course  of  the  investigation  Barrett 
uncovered  apparent  tax  violations  by  Cisneros,  as 
well  as  heavy-handed  attempts  by  the  Clinton 
Administration  to  misuse  and  abuse  the  powers  of 
the  Internal  Revenue  Service.  No  wonder  that 
Administration  did  everything  it  could  to  impede 
Barrett's  investigation.  Nonetheless,  the  man  plodded 
on  and  finished  his  report  almost  two  years  ago. 


Barrett's  discoveries  must  have  been  explosive,  because 
Democratic  senators  did  everything  they  could  to  block  the 
report's  publication.  The  courts  finally  ruled  in  favor  of  redac- 
tions (which  could  easily  be  overcome  if  Congress  wished).  The 
report  was  released  in  January,  with  most  of  the  evi- 
dence of  possible  Clinton  Administration  IRS  malfea- 
sance censored. 

One  can  only  speculate  why  Republicans  went 
along  with  this  and  why  no  Republican  has  been 
willing  to  take  the  uncensored  report — members 
of  Congress  are  allowed  to  read  it — and  enter  it 
into  the  Congressional  Record  or  in  some  way 
make  it  public,  such  as  through  an  amend- 
ment or  formal  legislation.  You  know  darn 
well  that  if  this  material  had  been  about 
George  Bush,  we'd  never  hear  the  end  of  it. 


This  Money  Won't  Buy  Happiness 


ROCK  STAR  BONO  BROUGHT  INTERNATIONAL  ATTENTION  TO 
the  movement  to  eliminate  or  substantially  reduce  the  debts  of 
impoverished  countries  in  Africa.  He  is  continuing  to  advocate 
massive  increases  in  foreign  aid  there,  as  well  as  elsewhere.  Last 
year  British  Prime  Minister  Tony  Blair  made  aid  to  Africa  an 
agenda  item  at  July's  G-8  meeting,  calling  for  enormous  increases. 

Alas,  this  emphasis  on  giving  more 
money  to  benighted  countries  is  mis- 
begotten. Most  of  it  will  be  wasted,  and 
despite  "safeguards"  all  too  much  of  it 
will  be  siphoned  off  by  corrupt  politicos 
and  bureaucrats.  Africa  has  received 
more  than  $400  billion  in  aid  since  1960, 
yet  per  capita  income  has  declined.  No 
other  area  of  the  world  has  suffered 
such  a  regression.  Blair,  Bono  et  al. 
should  be  focusing  on  measures  that 
would  allow  sub-Saharan  Africa's  exist- 
ing entrepreneurial  energies  to  put  their 
countries  on  the  path  of  rapid,  India-China-Pacific-Rim-like  eco- 
nomic growth.  There  are  huge  barriers  blocking  those  who  could 
catapult  Africa's  poor  nations  onto  an  economic  fast  track. 
High  taxes.  Because  most  of  these  countries  have  catastrophically 
high  tax  rates,  people  are  forced  into  the  underground  economy, 
and  taxes  go  uncollected.  This  is  counterproductive  to  economic 
growth.  In  Niger  one  enters  the  45%  bracket  when  personal 
income  reaches  about  $735.  Nigeria,  which  is  making  some  effort 
to  reform  its  economic  policies  and  has  government  ministers 


Appalled  by  Africa's  seemingly  perpetual  poverty, 
Blair,  Bono  and  others  mistakenly  push  the  wrong 
remedy — more  money. 


cognizant  of  the  effect  taxes  have  on  economic  activity,  has  a  per- 
sonal income  tax  rate  of  25%,  which  is  triggered  when  income 
reaches  about  $1,250. 

African  nations  should  take  their  cues  from  central  and  east- 
ern European  countries.  These  former  Communist  countries  have 
adopted  variations  of  the  flat  tax.  Compared  with  western 
Europe's,  their  tax  rates  are  laughably 
low — and  their  economies  are  booming. 
During  the  last  decade,  for  instance,  tiny 
Slovakia  has  been  establishing  itself  as  a 
major  European  auto  manufacturer. 

Ireland  is  another  role  model,  hav- 
ing the  most  dynamic  economy  in  west- 
ern Europe.  In  little  more  than  a  gener- 
ation Ireland  grew  from  being  one  of 
the  poorest  countries  in  western  Europe 
to  one  of  the  richest — its  per  capita 
income  exceeds  that  of  Britain,  Ger- 
many and  France. 
Unsound  monetary  policy.  Another  key  to  rapid  economic  growth 
is  a  stable  currency.  Poor  nations  should  look  to  Lithuania,  Latvia 
and  Estonia.  These  Baltic  nations  were  racked  by  inflation  in  the 
early  1990s.  Then  each  instituted  a  currency  board  (or,  in  the  case 
of  Latvia,  a  variation  of  one),  which  tied  each  country's  currency 
directly  to  a  hard  currency  (now  the  euro).  The  mechanisms  worked, 
and  the  inflation  dragons  were  quickly  slain. 
Regulatory  obstacles.  Poor  nations  must  also  do  far  more  to 
remove  barriers  to  doing  business.  Each  year  the  World  Bank 
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comes  out  with  an  intriguing  report,  Doing  Business.  The  survey 
of  each  country  covers  the  ease  or  difficulty  of  doing  business  by 
a  number  of  measures,  such  as  procedures  needed  to  start  a  legal 
business,  rules  concerning  the  hiring  and  firing  of  workers,  reg- 
istering property  and  enforcing  commercial  contracts. 

The  report  notes  that  poor  countries  make  it  exceedingly  dif- 
ficult for  entrepreneurs  to  operate  and  flourish:  "Entrepreneurs 
face  more  regulatory  obstacles  in  Africa  than  in  any  other  region." 
While  a  handful  of  sub-Saharan  states  are  instituting  reforms- 
Mauritius  and  South  Africa  rank  among  the  easiest  places  in  the 
world  to  do  business— the  continent  as  a  whole  pathetically  lags 
the  rest  of  the  globe.  The  survey  cites  a  telling  example: 

In  Burkina  Faso,  Oumarou  runs  a  food  supply  business.  He  would 
like  to  move  into  the  formal  economy  so  that  he  can  serve  larger  cus- 
tomers, who  demand  value-added  tax  receipts.  But  registering  a  busi- 
ness requires  a  minimum  capital  equal  to  nearly  five  times  annual  in- 
come per  capita.  Fees  alone  cost  1.5  times  income  per  capita.  To  get  a 
bank  loan  Oumarou  would  have  to  put  up  a  large  amount  of  collat- 
eral. But  he  has  never  registered  his  property,  because  doing  so  would 
require fees  equal  to  16%  of  its  value.  In  the  face  of  such  obstacles,  Oumarou 
keeps  his  business  informal — and  small.  He  is  not  alone:  In  a  country 
of  more  than  12  million  people,  only  50,000  work  in  the  formal  sector. 


AIDS  and  Malaria.  Africa  has  been  decimated  by  disease,  particu- 
larly AIDS  and  malaria.  More  needs  to  be  done  to  educate  people 
there  about  AIDS,  as  well  as  to  get  the  necessary  medicines  to  treat 
it.  Malaria  kills  more  than  a  million  people  a  year,  primarily  chil- 
dren. Yet,  thanks  to  death-blind  environmentalists,  Western  nations 
have  pressured  African  countries  not  to  use  the  most  effective  weapon 
against  malaria — DDT.  Very  small  amounts  of  DDT  judiciously  ap- 
plied to  and  in  dwellings  would  virtually  eradicate  malaria.  During 
a  severe  outbreak  several  years  ago  South  Africa  defied  the  naysay- 
ers  and  used  DDT.  Result:  The  incidence  of  malaria  plummeted. 

For  years  experts  have  talked  about  the  so-called  oil  curse: 
Countries  with  large  amounts  of  oil  end  up  with  economies  that 
over  time  perform  miserably  because  the  windfall  revenues  breed 
corruption  and  bad  economic  policies.  But  if  Africa  suffers  from 
any  curse,  it's  that  of  foreign  aid.  Exacerbating  that  curse  will  only 
hurt  this  already  suffering  continent.  However,  promoting  such 
measures  as  low  taxes,  sound  money  and  reforms  to  make  it  easy 
for  entrepreneurs  to  do  business,  as  well  as  working  to  stop  the 
spread  of  AIDS  and  eradicate  malaria,  would  quickly  turn 
African  economies  from  stagnation  to  rapid  growth.  The  result- 
ing new  middle  classes  would  then  be  able  to  deal  with  blights 
such  as  endemic  government  corruption. 


Spend-Happy  Pols  Will  Hate  This 


EVERYONE  KNOWS  THAT  WASHINGTON'S  SPENDING  IS  OUT  OF 
control,  with  no  possibility  of  slowing  down  in  an  election  year.  Cit- 
izens Against  Government  Wiste,  an  independent  budget  watchdog 
group,  found  that  in  the  last  fiscal  year  the  budget  contained  almost 
14,000  pork-barrel-spending  items,  totaling  more  than  $27  bil- 
lion. In  the  current  fiscal  year  there'll  be  even  more  such  spending. 

President  Bush  hasn't  yet  wielded  a  veto,  although  he  is  indicat- 
ing he  might.  After  all,  his  proposed  budget  for 
fiscal  year  2007  was  far  more  restrained  than 
previous  ones.  The  problem  with  exercising 
a  veto  is  that  the  effect  is  similar  to  that  of  a 
nuclear  weapon.  Gmgress  passes  massive  spend- 
ing bills,  inserting  thousands  of  pork-barrel- 
spending  items  into  them.  Should  the  President 
veto  emergency  aid  for  disasters  such  as  Ka- 
trina  because  Capitol  Hill  lards  the  legislation 
with  spending  projects  unrelated  to  the  dis- 
aster? Would  he  dare  veto  a  bill  providing  funds 
for  our  troops  in  Iraq  because  members  of 
Congress  had  inserted  unrelated  pet  projects? 

A  solution  to  this  problem  would  be  a  line-item  veto,  which 
would  allow  the  President  to  knock  out  wasteful  spending  or 
special-interest  tax  breaks  while  letting  the  rest  of  the  bill  pass 
into  law.  Most  governors  in  America  have  this  power. 

In  1996  Congress  authorized  a  line-item  veto,  but  the  Supreme 
Court  subsequendy  ruled  it  unconstitutional.  The  justices'  rationale  was 
that  it  violated  the  clause  in  the  Constitution  requiring  that  "Every  Bill 
which  shall  have  passed  the  House  of  Representatives  and  the  Senate, 
shall,  before  it  becomes  a  Law,  be  \  >resc  sited  to  the  President  of  the  United 
States."  Under  the  1996  line-item  veto,  a  Presidents  version  of  a  bill, 
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with  his  rescissions,  became  law  by  default  if  the  House  or  Senate  did 
not  stop  it  from  formally  taking  effect.  In  short,  the  High  Court  said 
Congress  had  to  approve  the  rescissions.  The  problem  with  that  is 
that  Congress  put  the  rescinded  items  into  the  bill  in  the  first  place. 

Representative  Paul  Ryan  (R- Wis.)  has  come  up  with  a  new  bill 
that  gets  around  the  Supreme  Court's  objections.  His  proposal,  which 
is  gaining  considerable  support,  would  give  the  President  author- 
ity to  eliminate  individual  pork-barrel  items 
and  special-interest  tax  breaks.  The  new  law 
would  require  Congress  to  vote  the  rescissions 
up  or  down.  But  here's  the  key:  Such  a  vote 
would  be  mandatory  and  have  to  be  handled 
on  an  expedited  basis.  If  the  House  and  Sen- 
ate leadership  failed  to  introduce  the  President's 
rescission  requests  within  two  days  of  receiv- 
ing them,  any  member  of  Congress  could  Fol- 
lowing its  introduction,  the  bill  would  go  to 
the  appropriate  committee,  which  would  be 
required  to  report  it  within  five  days.  If  it  was 
not  reported,  the  rescissions  would  automat- 
ically go  to  the  floor  for  an  up-or-down  vote  within  a  handful  of  days. 

In  the  meantime  the  President  would  be  allowed  to  defer  the  bill's 
spending  for  1 80  days.  That  way  our  "esteemed"  national  legislators 
could  no  longer  plead  that  a  recess  made  it  impossible  for  them  to  deal 
with  the  revision.  Leaving  town  without  acting  would  gain  nothing. 

The  White  House  should  support  die  Ryan  plan  wholeheartedly. 
Even  though  congressional  Republicans  would  prefer  having  the 
option  to  spend  in  an  election  year,  they  should  pass  this  measure; 
whatever  votes  they  hope  to  garner  from  such  pork  would  be  more 
than  lost  by  the  publics  disgust  with  their  irresponsible  spending.  F 


This  Ryan  wants  to  save  you  from  Washing- 
ton spendaholics  by  giving  the  President  a 
muscular  line-item  veto. 
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Challenged  with  balancing  efforts  to  support  the  latest  strategic  initiatives  while  still  lowering  operational 
costs?  SAS  takes  you  beyond  traditional  Bl  query  and  reporting  to  a  higher  level  of  shared  decision  making 
that  drives  innovation.  Our  fully  integrated  Enterprise  Intelligence  Platform  sets  the  foundation,  linking 
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SETS  THE  FOUNDATION  FOR  DRIVING  INNOVATION  AND  SUPERIOR  PERFORMANCE. 


Regardless  of  the  project  list  -  building  data  warehouses,  consolidating  multiple  databases,  cleansing 
data  in  real  time,  augmenting  operational  data  with  new  information,  or  even  dealing  with  ERP  systems 
-  SAS  helps  you  connect,  cleanse,  consolidate  and  create  value  from  all  your  enterprise  data.  Whether  your 
data  integration  needs  are  stand-alone,  or  you  need  to  seamlessly  integrate  with  our  scalable,  end-to-end 
business  and  analytic  platform. 


SAS  Intelligence  Storage  ensures  that  business  and  analytic  intelligence  can  be  obtained  quickly,  by  serving 
the  data  through  a  platform  designed  for  rapid  retrieval  and  reporting  without  sacrificing  manageability  and 
operational  integrity.  And  our  integrated,  scalable  storage  architecture  grows  easily  with  your  organization, 
unlike  many  "one-size-fits-all"  platforms. 


Our  integrated  suite  of  Bl  software  ensures  fast,  easy  access  to  multiple  data  sources,  consistent  and 
credible  reporting,  and  simple  deployment  of  data  across  your  organization.  SAS  eliminates  the  need  to 
maintain  data,  security  and  metadata  in  several  places  and  formats  -  providing  reliable  results  that  can 
be  shared  quickly  to  ensure  that  IT  inspires  business  innovation. 

SAS  offers  the  industry's  widest  portfolio  for  data  analysis,  ranging  from  experimental  design, 
predictive  and  descriptive  modeling,  time  series  analysis  and  forecasting  to  simulation  and  optimization. 
With  SAS  analytics,  organizations  can  reduce  uncertainty,  predict  with  precision,  improve  quality 
and  drive  performance. 
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Other  Comments 


In  2005  individuals,  businesses  and  nonprofits  will  spend  an  estimated  6  billion  hours  complying  with 
the  federal  income  tax  code,  with  an  estimated  compliance  cost  of  over  $265.1  billion.  This  amounts 
to  imposing  a  22-cent  tax  compliance  surcharge  for  every  dollar  the  income  tax  system  collects. 

—WENDY  P.  WARCHOLIK,  J.  SCOTT  MOODY  and  SCOTT  A.  HODGE,  Tax  Foundation 


Taking  Stock  If  the  polls  are  telling  us  things  are  so  bad, 
why  is  the  stock  market  telling  us  things  are  so  good?  Opinion  poll 
after  opinion  poll  reveals  just  how  unhappy  people  are  with  Presi- 
dent Bush,  the  economy,  the  war  in  Iraq  and  the  general  direction  of 
America.  At  the  same  time  broad  stock  averages  are  hitting  five-year 
highs.  So  who  should  you  trust,  forward-looking  stock  markets  or 
backward-looking  polls?  Here's  my  answer:  Stocks  are  the  best  barom- 
eter of  this  nations  economic  health  and  wealth,  as  well  as  the  status 
of  our  national  defense  that  is  so  necessary  to  sustaining  freedom. 

—LARRY  KUDLOW,  NationalReview.com 

Charity  Begins  at  Home  In  the  1960s,  we  believed 

that  Malawi  would  soon  be  self-sufficient  in  schoolteachers.  And  it 
would  have  been,  except  that  rather  than  sending  a  limited  wave  of 
volunteers  to  train  local  instructors,  for  decades  we  kept  on  sending 
Peace  Corps  teachers.  Malawians,  who  avoided  teaching  because  the 
pay  and  status  were  low,  came  to  depend  on  the  American  volun- 
teers to  teach  in  bush  schools,  while  educated  Malawians  emigrated. 
Medical  educators  also  arrived  Malawi  began  graduating  nurses,  but 
the  nurses  were  lured  away  to  Britain  and  Australia  and  the  U.S. 

When  Malawi's  minister  of  education  was  accused  of  stealing 
millions  of  dollars  from  the  education  budget  in  2000,  and  the 
Zambian  president  was  charged  with  stealing  from  the  treasury, 
what  happened?  The  simplifiers  of  Africa's  problems  kept  calling 
for  debt  relief  and  more  aid.  Donors  enable  embezzlement  by 
turning  a  blind  eye  to  bad  governance  [and]  rigged  elections. 

[Bill]  Gates  wants  to  send  computers  to  Africa— an  unproduc- 
tive not  to  say  insane  idea.  I  would  offer  pencils  and  paper,  mops 
and  brooms:  The  schools  I  have  seen  in  Malawi  need  them  badly. 
I  would  not  send  more  teachers.  I  would  expect  Malawians  them- 


"Vm  worth  more  than  $3,000  as  a  federal  income  tax 
exemption.  So  bw  about  a  raise  in  my  allowance?" 


selves  to  stay  and  teach.  There  ought  to  be  an  insistence  in  the  form 
of  a  bond,  or  a  solemn  promise,  for  Africans  trained  in  medicine 
and  education  at  the  state's  expense  to  work  in  their  own  countries. 

—PAUL  THEROUX,  New  York  Times 

Culture  of  Corruption  The  last  of  the  Clinton-era 

independent  counsels,  David  Barrett,  was  finally  allowed  to  release 
his  report  [in  January] .  The  report  reminds  us  why  we  don't  miss  the 
1990s.  The  Barrett  probe  began  because  former  HUD  Secretary  Henry 
Cisneros  lied  to  the  FBI  about  alleged  hush  payments  to  a  mistress. 
Mr.  Cisneros  pleaded  guilty  to  that  offense  in  1999,  and  President 
Clinton  eventually  pardoned  him.  But  Mr.  Barrett  also  gathered  ev- 
idence that  Mr.  Cisneros  didn't  report  the  money  for  those  payments 
as  taxable  income.  Mr.  Barrett  alleges  that  his  attempts  to  investigate 
tax  evasion  were  obstructed  by  the  Justice  Department  and  IRS. 

Mr.  Barrett  didn't  plan  it  this  way,  but  it  is  somehow  fitting  his 
[redacted]  report  should  appear  the  week  Mr.  Clinton  [was]  entitled 
to  reclaim  the  law  license  he  forfeited  for  lying  under  oath  in  the  Lewin- 
sky case.  His  report  is  one  piece  of  a  larger  story  of  ethical  corner- 
cutting  and  a  willingness  to  misuse  the  institutions  of  government. 
With  much  of  the  same  crowd  now  preparing  for  another  run  at 
power  in  2008,  it's  fair  to  ask,  what  would  be  different  this  time? 

— Wall  Street  Journal 

Disciplinary  Action  The  line-item  veto  by  itself  will 
not  cure  federal  overspending  or  have  much  impact  on  total 
spending,  which  is  why  it  is  not  worth  a  constitutional  amend- 
ment. But  two  developments  have  made  it  an  import  tool.  Increas- 
ingly, Congress  gets  behind  in  its  budget  work  and  wraps  up  its 
unfinished  business  into  huge,  omnibus  money  bills  that  may  con- 
tain egregious  spending.  But  because  of  the  lateness  of  their  arrival 
on  his  desk,  they  are  awkward  for  the  President  to  veto  in  their 
entirety.  And,  increasingly,  those  bills  are  larded  with  earmarks, 
individual  lawmakers'  spending  projects  added  outside  the  regular 
legislative  process.  If  only  by  forcing  Congress  to  think  twice  about 
funding  projects,  the  line- item  veto  would  be  a  valuable  step 
toward  restoring  systematic'discipline  to  federal  spending. 

— Cincinnati  Post 

Mission:  Impossible  Provide  America's  taxpayers  top 
quality  service  by  helping  them  understand  and  meet  their  tax  respon- 
sibilities and  by  applying  the  tax  law  with  integrity  and  fairness  to  alL 
— "The  IRS  Mission,"  IRS  instruction  booklet  for  Form  1040 

Another  Approach  How  much  money  did  you 

make  last  year?  Mail  it  in. 

—suggested  simplified  tax  form,  STANTON  DELAPLANE  F 
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needs  and  offer  truly  illuminating  solutions.  Incorporate  Xerox 
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What  if  you  need  an  insurance  company 

that  can  think  like  a  fish 


We  go  deep  for  solutions. 

At  Zurich,  we  take  the  time  to  understand  the  challenges  our  customers  face.  It  can 
be  as  simple  as  assessing  a  new  factory  process  or  as  complex  as  determining  how  a 
single  fish  could  spoil  a  large-scale  fish  farm.  We  use  the  knowledge  gained  to  help  our 
customers  reduce  their  exposures  and  ultimately,  help  them  run  their  businesses  more 
efficiently.  Because  we  encourage  fresh  thinking,  our  customers  get  better  protection. 
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Current  Events 


By  Paul  Johnson 


Let's  Have  More  Babies! 


ONE  OF  THE  NIGHTMARE  VISIONS  THAT  HAS  FADED  AWAY  IN 
recent  years  is  the  "population  explosion."  Even  in  the  Third 
World  rates  of  increase  are  rapidly  slowing  down.  The  danger 
now  lies  in  the  opposite  direction.  Europe  in  particular  is  pro- 
ducing fewer  and  fewer  children,  with  a  high  percentage  of  those 
who  are  born  coming  from  immigrant  families. 

Italy  is  a  sad  case.  As  recently  as  the  1930s  it  had  one  of  the 
worlds  highest  birthrates.  This  was  reflected  in  Mussolini's  plans 
to  colonize  Africa  and  encourage  migration  to  Argentina.  Today 
Italy  has  one  of  the  lowest  birthrates.  You  can  go  into  villages  in 
northern  Italy,  whose  inhabitants  enjoy  living  standards  their 
grandparents  wouldn't  have  believed  possible,  and  look  in  vain 
for  children.  The  Italians  are  rich  in  all  material  things— save  life. 

Germany  is  just  as  sterile.  In  France  things  are  marginally 
better,  but  that's  almost  entirely  owing  to  the  country's  huge  Mus- 
lim minority,  now  making  up  about  10%  of  the  population. 

Last  month  I  spoke  with  a  woman  who,  a  generation  ago, 
conducted  a  detailed  survey  of  British  families.  She  recently 
returned  to  those  same  families  and  was  dismayed  by  her  find- 
ings. Whereas  30  years  ago  it  was  common  for  the  families  to 
riave  two  to  four  children,  the  same  families  now  had  only  one  or 
two  grandchildren  or  sometimes  none  at  all.  (I  have  four  children 
ind,  so  far,  eight  grandchildren.  But  some  of  my  contemporaries 
riave  no  grandchildren  and  little  prospect  of  any.) 

Decline  in  Marriage 

Particular  groups  in  society  once  noted  for  their  philoprogenitive 
orges  seem  largely  to  have  stifled  them.  During  my  childhood  Catho- 
ics  in  Britain  often  had  six  to  ten  children.  Now  two  is  more  likely. 

Around  1900  Jews  who  had  immigrated  to  Britain  and  the  U.S. 
xom  eastern  Europe  often  had  huge  families,  with  up  to  16  chil- 
dren. Indeed,  during  this  period  Ashkenazi  Jews  probably  had  the 
highest  birthrate  in  recorded  history.  Hollywood,  for  instance,  was 
argely  created  by  the  offspring  of  such  vast  immigrant  families.  Now 
ewish  communities  in  America  and  Britain  have  birthrates  well  below 
he  replacement  rate,  which  constitutes  a  threat  to  their  future. 

Why  is  it  that  so  many  intelligent,  well-educated,  well-to-do 
jeople  in  the  West  are  ceasing  to  reproduce? 

One  factor,  clearly,  is  the  decline  of  marriage  as  an  institution, 
foung  people  marry  later,  or  not  at  all.  They  often  cohabit,  with  the 
/ague  intention  of  marrying  "eventually'  but  don't  have  children, 
rhen  they  quarrel  and  split  up.  Many  a  woman  thus  finds  herself 
:hildless  at  40  and  must— with  the  clock  ticking— start  the  relation- 
ship process  over  again  or  give  up  on  the  idea  of  having  children. 


Nearly  everyone  knows  some  horror  story  of  a  friend's  failed 
marriage,  involving  acrimonious  custody  battles  over  the  chil- 
dren. Why  have  them?  Children  are  expensive.  Whereas,  in  gen- 
eral, it  used  to  take  one  income  to  raise  a  family,  it  now  takes  two. 
Then  there  is  the  claim  of  career.  Whatever  the  law  may  provide, 
and  however  accommodating  companies  may  be,  having  children 
is  bound  to  hamper  a  woman's  climb  up  the  ladder  of  success. 

Governments  in  Europe  occasionally  express  dismay  at  low 
birthrates.  But  they  do  little  or  nothing  about  it.  Indeed,  what  can 
they  do?  As  far  back  as  the  mid-  19th  century  the  French  began  to 
worry  about  their  low  birthrate.  In  the  1930s  the  government 
introduced  family  allo  wances  to  try,  through  financial  induce- 
ments, to  persuade  married  couples  to  have  more  children.  This 
device  was  copied  elsewhere  in  Europe  and  became  part  of  the 
welfare  state.  It  doesn't  seem  to  have  had  much  effect  anywhere 
and  certainly  not  in  France.  Charles  de  Gaulle,  when  he  was  in 
power,  used  to  boast  that  he  would  lay  the  foundation  for  "a 
nation  of  100  million  French  people."  That  goal  remains  a  fan- 
tasy. And  if  ever  the  French  population  hits  the  100  million  mark, 
half  of  it  will  consist  of  Muslims  of  North  African  origin. 

The  decline  in  religious  practice  may  also  be  a  factor.  In  west- 
ern Europe  many  medieval  churches  and  cathedrals  are  little 
more  than  museums.  The  new  pope,  Benedict  XVI,  is  said  to 
have  chosen  for  his  primary  task  the  re-evangelization  of  Europe 
and  its  eventual  repopulation.  How  he  will  bring  this  about  I 
don't  know.  All  the  forces  of  modern  society  are  against  him,  not 
least  the  European  Union.  In  its  proposed  constitution  the  role 
of  Christianity  in  the  creation  of  European  civilization  was  not 
merely  omitted,  it  was  deliberately  excluded. 

Yet  while  it  is  right  to  be  concerned  about  this  subject  and 
discuss  it  frankly,  we  must  not  become  despondent  over  it.  We 
know  from  experience  that  demographic  projections  are  notori- 
ously subject  to  error.  Birthrates  can  go  up  as  well  as  down.  Social 
fashions  change.  If  there  is  a  perceived  "shortage  of  babies"  or  of 
young  people  entering  the  market,  "an  invisible  hand,"  to  use 
Adam  Smiths  phrase,  may  come  into  play.  Supply  rises  to  meet 
demand  even  in  the  most  intimate  aspects  of  life. 

Then  again  the  experience  of  having  children — however  irk- 
some, expensive,  wearying  and  career-hampering  it  may  be — is  also 
thrilling  and  delightful  and  full  of  continually  changing  fascina- 
tions. A  child  lifts  the  heart  and  gives  meaning  to  life.  Not  to  have 
a  family  is  to  deprive  yourself  of  half  the  joys  and  interest  of  exis- 
tence. These  undoubted  facts,  true  throughout  the  ages,  will  even- 
tually reassert  themselves,  and  the  thrust  of  nature  will  return.  F 


I  Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center 
for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this 
column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Who  Will  Speak  for  Free 


'HE  BIBLE  (GENESIS  1:27)  SAYS:  "GOD  CREATED  MAN  IN  HIS  OWN 
mage,  in  the  image  of  God  He  created  him;  male  and  female 
ie  created  them."  These  are  confidence-building  words  for  the 
idiever.  But  nonbelievers  can  make  good  use  of  them,  too. 
luman  purpose  on  Earth  is  not  to  march  to  the  drum  of  some 
lolitician.  We  are  born  to  a  higher  purpose:  to  create. 

Creators  of  what?  Art  and  beauty,  math  and  science,  democ- 
acies,  enterprises,  churches  and  civil  institutions — large  and  small, 
/lovies  and  music  and  antibiotics  and  iPods.  The  amazing  fact  about 
Luman  existence  is  the  very  breadth  and  depth  of  creative  talent 
ound  around  the  world.  Evolution  may  or  may  not  work  exactly 
s  Darwin  described  it.  What's  undeniable  are  the  sudden,  revolu- 
ionary  bursts  of  human  creativity  that  have  popped  up  through - 
iut  history  in  various  corners  of  the  world:  Athenian  democracy, 
toman  roads  and  sports  arenas,  Florentine  painting  and  science, 
'Cottish  steam  engines  and  capitalist  theories,  Hungarian  math  and 
omputational  prowess  and  Silicon  Valley  entrepreneurship. 

You  can  have  fun  speculating  about  how  these  spontaneous  bursts 
round  the  globe  came  into  being.  What,  for  example,  caused  a  rural 
iatch  in  northern  Mississippi,  eastern  Arkansas  and  western  Ten- 
lessee  to  produce  the  music  of  Elvis  Presley,  Johnny  Cash  and  Carl 
'erkins,  all  during  the  mid-1950s?  Why  do  so  many  pro  football  play- 
rs  come  from  Texas  and  so  many  pro  baseball  players  from  the 
)ominican  Republic?  Why  do  East  Africans  dominate  long-distance 
unning,  while  people  from  every  race  and  national  background  (rich 
nd  poor  alike)  are  drawn  to  play  another  global  sport,  soccer? 

\n  Ecology  of  Creation 

iere's  a  suggestion  that  has  a  snowballs  chance.  Let's  call  a  truce  to 
11  the  Red-Blue  bickering.  Let's  step  back,  look  at  the  big  picture 
nd  ask  ourselves  what  we  really  want  from  civilized  society.  It 
eems  to  me  that  our  continuing  moral  imperative  is  to  create  (and 
lefend)  a  society  that  allows  creators — that  would  be  all  of  us — to 
reate.  The  ideal  society  would  be  an  "ecology  of  creation,"  giving 
ach  person  his  best  shot  at  finding  his  talents  and  making  a  living 
rom  them.  It  just  so  happens  the  U.S.  does  this  better  than  any 
»ther  society  ever  has  before.  But  as  a  wise  Benjamin  Franklin  said 
fter  signing  his  name  to  the  U.S.  Constitution,  our  job  is  to  keep  it. 

Yet  fumble  it  away  we  might.  Here's  how. 

A  crucial  (and  misunderstood)  element  in  our  ecology  of  cre- 
ition  is  trade.  David  Ricardo  came  along  in  the  early  19th  cen- 
ury  and  showed  us  that  open  trade  among  creators  produces  the 
nost  wealth  for  all.  Trade  is  not  a  zero-sum  game.  Trade  encour- 
iges  nations  to  specialize  in  their  "comparative  advantage"  and 
rade  with  other  nations  that  specialize  in  theirs.  No  major  econ- 
>mist  has  ever  seriously  challenged  this — not  Keynes,  Hayek, 
iamuelson  or  Friedman.  How  could  they?  The  evidence  of  free 


trade's  benefits  is  too  powerful  to  ignore  or  dismiss.  Australia's 
was  a  relatively  closed  economy  until  1992,  underperforming  to 
its  potential.  From  1970  to  1991  Australia  lagged  Canada  in  GDP 
growth  rate.  But  from  1992  to  2005  it  grew  16%  faster. 

Economists  can  deduce  why  free  trade  works.  But  we  can 
also  induce  the  reason — and  without  all  that  messy  math — just 
by  knowing  who  we  are  and  where  we  came  from.  We  were  cre- 
ated to  be  creators.  One  glance  at  the  6  billion  people  who  inhabit 
the  Earth  tells  us  that  our  individual  creative  talents  are  as  diverse 
as  can  be.  The  musician,  whose  purpose  is  to  create  music,  must 
also  eat.  So  he  trades  his  music  to  a  grocer  for  food,  and  the  gro- 
cer fills  his  grocery  store  with  music.  Creation  impels  us  to  trade 
the  fruits  of  our  gifts,  to  realize  our  potential. 

The  best  companies  are,  in  fact,  microecologies  of  free  trade. 
For  example,  a  gifted  product  designer  joins  a  company  because 
he  figures  he'll  get  to  concentrate  his  creative  talents  on  product 
design  and  not  waste  them  on  sales  or  bookkeeping.  Those  tasks 
will  be  handled  by  people  more  gifted  in  those  endeavors  than  he. 

Elementary,  right?  Yet  everywhere  you  look,  free  trade  is 
under  assault. 

•  The  recent  Dubai  Ports  World  fiasco  only  looked  like  a  security 
issue.  Those  opposed  to  the  deal,  such  as  Charles  Schumer 
(D-N.Y.)  and  Lindsey  Graham  (R-S.C),  cannily  positioned  the 
debate  that  way.  It  was  pure  bunk,  of  course.  Schumer  and  Graham 
are  notable  antifree-traders  who  favor  a  27.5%  tariff  against  Chinese 
goods.  Antifree-trade  sentiment  also  joins  right-wing  commenta- 
tor Pat  Buchanan  and  the  left-wing  Longshoremen's  Association. 

•  December's  WTO  conference  held  in  Hong  Kong  failed  to 
complete  the  Doha  Round,  which  has  an  Apr.  30  deadline. 

•  With  that  deadline  looming,  trade  ministers  from  the  "group  of 
six" — Australia,  Brazil,  the  EU,  India,  Japan  and  the  U.S. — met 
last  month  in  London.  Tony  Blair  stepped  in  with  his  protrade 
appeal,  but  the  talks  broke  down  over  agricultural  subsidies. 

•  A  surprise  bestseller  in  the  U.S.  is  Crunchy  Cons:  How  Birken- 
stocked  Burkeans,  gun-loving  organic  gardeners,  evangelical  free-range 
farmers,  hip  homeschooling  mamas,  right-wing  nature  lovers  and  their 
diverse  tribe  of  counterculiural  conservatives  plan  to  save  America 
(or  at  least  the  Republican  Party).  The  book  is  antitrade. 

Free  trade  must  be  supported.  We  can  support  it  with  David 
Ricardo  kinds  of  arguments — productivity,  wealth  and  those  good 
things.  But  I  prefer  to  make  the  moral  case:  Trade  supports  human 
creativity  by  liberating  us  to  concentrate  on  our  God-given  talents. 
Trade  ranks  with  freedom  of  speech  and  religion  as  an  inalienable 
right.  What  higher  purpose  is  there  than  that?  F 
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Shoot-out:  Steve  Smith. 
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But  Not  From  the  Feds 

Igggjg  The  Internal  Revenue  Service  says  former 
Excel  Communications  executive  Stephen 
R.  Smith  and  his  family  used  a  sham  tax 
shelter  partnership  deal  involving 
S&P  Index  options  to  create  $142  million 
in  year-2000  tax  losses.  The  Smiths,  who 
owned  a  $240  million  stake  in  Excel 
when  Canada's  Teleglobe  bought  the  com- 
pany in  1998,  say  in  a  new  U.S.  Tax  Court 
case  the  shelter—which  involved  buying 
call  options  while  selling  puts— was  legit- 
imate, undertaken  in  good  faith  and,  if  they 
lose,  not  deserving  of  penalties.  It  was  also 
in  2000  that  Smith,  who  lives  in  Austin, 
Tex.,  bought  the  remote  border  town  of 
Lajitas,  Tex.  at  a  public  auction  and  began 
developing  the  25,000-acre  spread  into  a  luxury  resort  promoted 
as  "Lajitas,  the  Ultimate  Hideout."  —Janet  Novack 

Its  Real  Business:  Reverse  Mergers 

Despite  five  names  in  eight  years,  zero  sales  and  other  financial 
problems,  Walnut,  Calif,  computer  maker  Digital  Lifestyles 
Group  has  seen  its  shares  rise  2,600%  in  ten  months — to  a  recent 
54  cents.  Founded  four  reverse  mergers  ago  as  Wanderlust  Inter- 
active, Digital  once  touted  a  prototype  "Hip-e"  PC  for  teens  that 
drew  attention  from  celebrities  Russell  Simmons  and  Lindsay 
Lohan.  But  the  outfit  has  defaulted  on  loans,  lost  its  executive 
team  and  stopped  reporting  results.  Apparently  fueling  the  cur- 
rent $20  million  (on  paper)  market  cap:  an  announced  but  still 
uncompleted  fifth  reverse  merger,  with  Protron  Digital,  a  pri- 
vately held  TV  and  home  theater  maker  in  Ontario,  Calif.  No  one 
returned  our  calls.  —Matthew  Rand  and  David  Whelan 

Junk  Mail  Revenge 

By  not  opening  his  mail,  Richard  Vague,  who  cofounded  credit 
card  issuer  First  USA  and  left  after  its  acquisition  in  1997  by  Bank 
One,  lost  stock  options  worth  $5  million,  Delaware's  Court  of 


He  Still  Was  Well  Paid 

United  Way  of  America,  which  oversees  the  $3.9  billion 
donated  to  the  U.S.'  largest  collective  recipient  of 
charitable  largesse,  says  its  public  federal  tax  return  for 
2004  listed  four  officials,  including  President  Brian  A. 
Gallagher,  as  receiving  more  total  compensation  than 
they  actually  did.  He  was  paid  $642,481,  not  $765,581. 
The  Alexandria,  Va.  parent  realized  the  errors  after 
reading  a  Forbes.com  profile  that  accurately  added  the 
various  listed  elements  of  Gallagher's  pay  package.  An 
amended  return  has  been  filed.         — William  P.  Barrett 


spokesman  says. 

The  Spokane  Hustle  Continues 


Chancery  has  ruled.  According  to  the  opinion,  after  some  initial 
confusion  about  the  exact  time  limits  by  which  the  options  had 
to  be  exercised,  Bank  One — now  owned  by  JPMorgan  Chase- 
finally  mailed  Vague  account  statements  bearing  the  correct 
information.  But  he  forwarded  them  unopened  to  his  personal 
accountant,  who  didn't  catch  the  sooner  deadlines.  Wrote  Judge 
John  W.  Noble,  "Vague  cannot  escape  the  hole  that  he  dug  for 
himself  when  he  chose  not  to  read  his  mail."  Now  head  of  online 
Juniper  Bank,  a  unit  of  Britain's  Barclay  Pic,  Vague  says  in  a  state- 
ment that  he  resolved  the  rather  obvious  claim  against  his 
accountant  on  "confidential"  terms.  — Ashlea  Ebeling 

Unions:  Watch  What  You  Wish  For 

Unions  at  most  of  the  dozen  slow-growth  Knight  Ridder  newspa- 
pers, including  the  Philadelphia  Inquirer  and  San  Jose  Mercury  News, 
being  unloaded  by  McClatchy  Co.  have  embraced  as  their  savior 
Forbes  400  member  Ronald  W.  Burkle.  He  built  his  fortune  on  su- 
permarket deals,  supports  liberal  politicians  and  gets  along  with 
organized  labor.  But  the  Los  Angeles  billionaire,  53,  didn't  get  that 
way  by  managing  nonprofit  groups.  Upon  buying  California^  Hughes; 
Family  Market  in  1998,  Burkle  said  only  100  workers  would  lose 
jobs.  Actual  number,  said  a  later  news  account:  80%  more.  Other 
stories  noted  significant  layoffs  at  different  Burkle  groceries  in  Cal- 
ifornia and  financial  problems  at  a  Rhode  Island  chain  after  Burkle 
sold  off  assets  and  then  the  company.  Labor  need  not  worry,  a  Burkle 

—W.P.B. 


In  2002  this  page  detailed  what  seemed  like  a  large  amount  of  suspected  fraud  around  tiny  Spokane,  Wash, 
(area  population,  400,000).  Judging  from  these  recent  matters,  things  haven't  changed  much.         — W.P.B. 

NAME 

ALLEGATIONS  INCLUDE 

CURRENT  STATUS 

American  Medical  Response 

overbilling  for  ambulance  service 

city  may  cancel  contract 

Sandra  C.  Christiansen 

billing  taxpayers  for  health  care  not  provided 

pleaded  not  guilty 

Thomas  Delanoy 

selling  useless  antispyware  programs 

with  firm,  paid  $76,000  civil  penalty  | 

Cybil  Imholt 

running  a  massive  fake-check  scheme 

sentenced  to  51  months 

Orviile  Moe 

providing  false  info  to  racetrack  investors 

denied;  civil  litigation  pending 

4  Dixie  and  Steven  Randock 

operating  a  college-diploma  mill 

pleaded  not  guilty 

Charles  Schneider 

taking  jobless  benefits  while  working 

sentenced  to  44  days 

Thomas  Turner 

ai di          anting  fraud  at  mortgage  firm 

pleaded  not  guilty 
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Shoot-out:  Steve  Smith. 


Informer  

INFORMER@FORBES.COM 

But  Not  From  the  Feds 

The  Internal  Revenue  Service  says  former 
Excel  Communications  executive  Stephen 
R.  Smith  and  his  family  used  a  sham  tax 
shelter  partnership  deal  involving 
S&P  Index  options  to  create  $142  million 
in  year- 2000  tax  losses.  The  Smiths,  who 
owned  a  $240  million  stake  in  Excel 
when  Canada's  Teleglobe  bought  the  com- 
pany in  1998,  say  in  a  new  U.S.  Tax  Court 
case  the  shelter— which  involved  buying 
call  options  while  selling  puts — was  legit- 
imate, undertaken  in  good  faith  and,  if  they 
lose,  not  deserving  of  penalties.  It  was  also 
in  2000  that  Smith,  who  lives  in  Austin, 
Tex.,  bought  the  remote  border  town  of 
Lajitas,  Tex.  at  a  public  auction  and  began 
developing  the  25,000-acre  spread  into  a  luxury  resort  promoted 
as  "Lajitas,  the  Ultimate  Hideout."  —Janet  Novack 

Its  Real  Business:  Reverse  Mergers 

Despite  five  names  in  eight  years,  zero  sales  and  other  financial 
problems,  Walnut,  Calif,  computer  maker  Digital  Lifestyles 
Group  has  seen  its  shares  rise  2,600%  in  ten  months — to  a  recent 
54  cents.  Founded  four  reverse  mergers  ago  as  Wanderlust  Inter- 
active, Digital  once  touted  a  prototype  "Hip-e"  PC  for  teens  that 
drew  attention  from  celebrities  Russell  Simmons  and  Lindsay 
Lohan.  But  the  outfit  has  defaulted  on  loans,  lost  its  executive 
team  and  stopped  reporting  results.  Apparently  fueling  the  cur- 
rent $20  million  (on  paper)  market  cap:  an  announced  but  still 
uncompleted  fifth  reverse  merger,  with  Protron  Digital,  a  pri- 
vately held  TV  and  home  theater  maker  in  Ontario,  Calif.  No  one 
returned  our  calls.  —Matthew  Rand  and  David  Whelan 

Junk  Mail  Revenge 

By  not  opening  his  mail,  Richard  Vague,  who  cofounded  credit 
card  issuer  First  USA  and  left  after  its  acquisition  in  1997  by  Bank 
One,  lost  stock  options  worth  $5  million,  Delaware's  Court  of 


spokesman  says 

The  Spokane  Hustle  Continues 


He  Still  Was  Well  Paid 

United  Way  of  America,  which  oversees  the  $3.9  billion 
donated  to  the  U.S.'  largest  collective  recipient  of 
charitable  largesse,  says  its  public  federal  tax  return  for 
2004  listed  four  officials,  including  President  Brian  A. 
Gallagher,  as  receiving  more  total  compensation  than 
they  actually  did.  He  was  paid  $642,481,  not  $765,581. 
The  Alexandria,  Va.  parent  realized  the  errors  after 
reading  a  Forbes.com  profile  that  accurately  added  the 
various  listed  elements  of  Gallagher's  pay  package.  An 
amended  return  has  been  filed.         — William  P.  Barrett 


Chancery  has  ruled.  According  to  the  opinion,  after  some  initial 
confusion  about  the  exact  time  limits  by  which  the  options  had 
to  be  exercised,  Bank  One — now  owned  by  JPMorgan  Chase — 
finally  mailed  Vague  account  statements  bearing  the  correct 
information.  But  he  forwarded  them  unopened  to  his  personal 
accountant,  who  didn't  catch  the  sooner  deadlines.  Wrote  Judge 
John  W.  Noble,  "Vague  cannot  escape  the  hole  that  he  dug  for 
himself  when  he  chose  not  to  read  his  mail."  Now  head  of  online 
Juniper  Bank,  a  unit  of  Britain's  Barclay  Pic,  Vague  says  in  a  state- 
ment that  he  resolved  the  rather  obvious  claim  against  his 
accountant  on  "confidential"  terms.  — Ashlea  Ebeling 

Unions:  Watch  What  You  Wish  For 

Unions  at  most  of  the  dozen  slow-growth  Knight  Ridder  newspa- 
pers, including  the  Philadelphia  Inquirer  and  San  Jose  Mercury  News, 
being  unloaded  by  McClatchy  Co.  have  embraced  as  their  savior 
Forbes  400  member  Ronald  W.  Burkle.  He  built  his  fortune  on  su- 
permarket deals,  supports  liberal  politicians  and  gets  along  with 
organized  labor.  But  the  Los  Angeles  billionaire,  53,  didn't  get  that 
way  by  managing  nonprofit  groups.  Upon  buying  Californias  Hughes 
Family  Market  in  1998,  Burkle  said  only  100  workers  would  lose 
jobs.  Actual  number,  said  a  later  news  account:  80%  more.  Other 
stories  noted  significant  layoffs  at  different  Burkle  groceries  in  Cal- 
ifornia and  financial  problems  at  a  Rhode  Island  chain  after  Burkle 
sold  off  assets  and  then  the  company.  Labor  need  not  worry,  a  Burkle 

— W.P.B. 


In  2002  this  page  detailed  what  seemed  like  a  large  amount  of  suspected  fraud  around  tiny  Spokane,  Wash.  1 
(area  population,  400,000).  Judging  from  these  recent  matters,  things  haven't  changed  much.         —  W.P.B. 

NAME 

ALLEGATIONS  INCLUDE 

CURRENT  STATUS 

American  Medical  Response 

overtoiling  for  ambulance  service 

city  may  cancel  contract 

Sandra  C.  Christiansen 

billing  taxpayers  for  health  care  not  provided 

pleaded  not  guilty 

Thomas  Delanoy 

selling  useless  antispyware  programs 

with  firm,  paid  $76,000  civil  penalty  1 

Cybil  Imholt 

running  a  massive  fake-check  scheme 

sentenced  to  51  months 

Orville  Moe 

providing  false  info  to  racetrack  investors 

denied;  civil  litigation  pending 

Dixie  and  Steven  Randock 

operating  a  college  diploma  mill 

pleaded  not  guilty 

Charles  Schneider 

taking  jobless  benefits  while  working 

sentenced  to  44  days 

Thomas  Turner 

aiding  accounting  fraud  at  mortgage  firm 

pleaded  not  guilty 
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Ufl  my  Iwllfiu 


By  Daniel  J.  Mitchell,  Senior  fellow  in  political  economy  at  the  Heritage  foundation 

The  $7  Billion  Laundry  Bill 

If  you  want  to  curb  money  laundering,  stop  snooping  on  everyone 

and  focus  on  the  bad  guys. 


ACCORDING  TO  THE  TAMPA  TRIBUNE, 
a  Florida  monastery  recently  had  its 
bank  account  frozen  because  an  80-year- 
old  nun  did  not  have  a  Social  Security 
number  and  photo  ID  on  file  with  the 
bank.  Equally  bizarre,  the  Providence 
Journal  reports  that  a  retired  Rhode 
Island  schoolteachers  attempt  to  pay  off 
a  credit  card  was  held  up  because  the 
transaction  did  not  fit  his  usual  pattern 
and  therefore  raised  a  red  flag. 

These  are  not  tales  of  heartless  clerks 
or  incompetent  bank  tellers.  Instead, 
they  are  examples  of  the  governments  ill- 
designed  fight  against  money  launder- 
ing. Under  proposed  regulations  not 
only  banks  but  merchants,  like  auto  deal- 
ers, real  estate  agents  and  travel  agencies, 
are  obliged  to  snoop  on  their  customers 
in  hopes  of  detecting  whether  money 
was  obtained  illicitly.  Some  of  the  snoop- 
ing is  inane,  such  as  the  costly  require- 
ment that  banks  file  a  report  every  time  a 
cash  transaction  exceeds  $10,000. 

The  original  purpose  of  anti- 
money-laundering  laws  was  to  reduce 
the  incentive  for  illegal  behavior  by 
making  it  more  difficult  for  crooks  to 

enjoy  their  ill-gotten  gains.  From  an  economic  perspective  this 
made  sense.  Policies  that  increase  the  cost  and/or  reduce  the  ben- 
efit of  criminal  activity  are  likely  to  curb  bad  behavior. 

Anti-money-laundering  laws  do  impose  high  costs,  and  that 
cost  is  borne  by  the  financial  industry  and  its  consumers.  The  re- 
cent decision  to  reauthorize  the  Patriot  Act,  without  any  examina- 
tion of  whether  it  makes  sense  to  extend  some  30  onerous  money- 
laundering  provisions,  guarantees  that  costs  will  continue  to  rise. 

According  to  the  Financial  Crimes  Enforcement  Network, 
institutions  filed  14.8  million  reports  in  2004,  including  nearly  13.7 
million  currency  transaction  reports  (for  $10,000-plus  transactions) 
and  more  than  650,000  suspicious  activity  reports.  What  consti- 
tutes suspicious  activity?  The  government  offers  no  guidelines, 
except  to  decree  that  depository  financial  institutions  report  "any 
instances  of  known  or  suspected  illegal  or  suspicious  activity."  It's 
sort  of  like  U.S.  Supreme  Court  Justice  Potter  Stewart  who,  when 
asked  to  define  hard-core  pornography,  famously  said,  "I  know  it 


Society  would  be  safer  if 
the  $7  billion  was  used 
o  fight  terrorists  and  put 
more  cops  on  the  street. 


when  I  see  it."  Banks  have  privately 
complained  that  potentially  suspicious 
transactions  encompass  a  quarter  of 
their  business. 

All  this  paperwork  carries  a  hefty 
price  tag — $7  billion  in  2003,  according 
to  the  Institute  for  International  Eco- 
nomics. It  is  worth  noting,  though,  that 
this  does  not  include  the  cost  of  dimin- 
ished privacy  and  disrupted  lives  for 
Florida  nuns  and  retired  schoolteachers 
in  Pdiode  Island.  Nor  does  it  include  the 
cost  of  driving  poor  people  (whose  lim- 
ited assets  and  irregular  financial  trans- 
actions make  them  particularly  costly  to 
service)  out  of  the  banking  system. 

These  costs  might  all  be  worth  it  if 
there  were  any  proof  that  anti- money- 
laundering  laws  lowered  crime  rates.  But 
the  laws  don't  even  put  a  dent  in  money 
laundering.  A  Brookings  Institution 
scholar  testified  before  Congress  that 
99.9%  of  dirty  money  in  the  United  States 
is  successfully  laundered.  And  the  U.S. 
Sentencing  Commission  reported  that 
only  715  people  were  sentenced  in  2000 
for  the  crime  of  money  laundering  (an 
additional  800  people  were  sentenced  for 
money  laundering  plus  another  offense). 

Lawmakers  should  give  serious  thought  to  junking  the  cur- 
rent anti-money-laundering  system  and  figuring  out  smarter 
ways  to  fight  crime.  Society  would  probably  be  safer  if  the  $7  bil- 
lion was  reallocated  to  fighting  terrorists  and/or  putting  more 
cops  on  the  street  in  poor  neighborhoods. 

This  is  not  to  say  that  all  anti-money-laundering  policies 
should  be  tossed.  A  few  of  the  laws  and  regulations  that  have 
been  implemented  over  the  past  20  years  carry  very  little  cost  and 
promise  some  benefit.  For  instance,  requiring  financial  institu- 
tions to  maintain  records  on  account  holders  is  not  terribly  bur- 
densome and  can  aid  criminal  investigations  and  prosecutions. 

Another  useful  tool  is  a  sensible  provision  of  the  Patriot  Act 
that  authorizes  the  government  to  send  a  limited  list  of  suspect 
individuals  to  financial  institutions.  It  makes  a  lot  more  sense  for 
the  government  to  actively  monitor  a  few  bad  guys  than  it  does  to 
require  banks  to  spy  on  all  their  customers.  F 
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Go  farther. 


Georgia  is  the  superior  location.  From  here,  every  business  has  an  unlimited  reach.  With  the  world's  number  one  airport, 
the  East  Coast's  fastest-growing  port,  the  nation's  top-rated  highways,  the  Southeast's  most  extensive  rail  system,  and 
the  nation's  premier  Maritime  Logistics  Innovation  Center,  Georgia  will  help  your  business  go  wherever  you  want  to  grow. 
Contact  the  Georgia  Department  of  Economic  Development  at  404.962.4006.  Visit  georgia.org.  Put  your  dreams  in  motion. 


arouna  ine  woria,  muivi  turns 
farmers'  crops  into  biofuels 
and  serves  as  an  essential 
link  between  growers  and 
the  global  market. 

•A  J 


ADVERTISEMENT 


As  citizens  worldwide  look  to  the  future,  it  is  clear  that  energy 
demand  is  rapidly  outpacing  petroleum  supplies.  Energy  needs  will 
be  met  by  a  variety  of  alternative  resources,  including  biofuels,  which 
are  created  from  renewable  resources  like  corn  and  oilseeds. 


ADM:  An  Essential  Link 

As  a  leader  in  biofuels,  ADM  is  unlocking  the  potential  of  nature  to  meet  today's 
and  tomorrow's  energy  needs.  Here  in  the  U.S.,  ADM  has  led  the  market  in  the 
development  of  ethanol.  In  Europe,  it  is  a  leader  in  biodiesel,  and  is  bringing  that 
expertise  to  the  U.S.  market. 

Today,  more  than  30%  of  the  gasoline  sold  in  the  U.S.  is  blended  with  ethanol. 
And  the  passage  of  the  2005  Energy  Bill  and  the  2005  Transportation  Bill  means 
that  demand  for  ethanol  will  continue  to  grow.  Because  of  growing  demand, 
ADM  has  announced  plans  to  increase  U.S.  ethanol  production  capacity  by  half  a 
billion  gallons.  For  all  Americans,  it  means  a  cleaner-burning,  homegrown  fuel. 
For  American  farmers,  this  means  increased  demand  for  the  corn  they  produce. 

Biofuels  Benefits 

Ethanol,  a  gasoline  additive  primarily  used  to  power  cars,  is  made  from  the  starch 
in  corn.  Biodiesel  is  made  from  vegetable  oils  that  come  from  soybeans  and  other 
oilseeds,  and  powers  diesel  engines  in  cars,  trucks,  railroad  locomotives,  heavy 
eguipment  and  farm  machinery. 

Biofuels  are  good  for  the  environment  because  they  come  from  crops,  which 
remove  some  of  the  carbon  dioxide  from  the  atmosphere.  They  help  reduce 
reliance  on  foreign  oil,  supporting  energy  security.  Biofuels  also  give  an  economic 
boost  to  farmers  by  providing  a  vital  value-added  market  for  corn  and  oilseeds. 

Committed  to  the  Future 

ADM  is  committed  to  the  future  of  biofuels,  because  helping  find  alternatives  to 
meet  our  nation's  energy  needs  is  good  for  our  environment,  good  for  our  energy 
security,  good  for  our  economy  and  good  for  our  farmers.  • 


Find  out  more  at  admworld.com 


RESOURCEFUL  BY  NATURE" 


Follow-Through 


OCTOBER  17,  2005 

An  Offer  You  Can't  Refuse 

In  our  story  qbout  the  General 
Motors  jobs  bank,  which  pays  work- 
ers to  do  community  service  or  just 
sit  in  a  room  somewhere,  we  won- 
dered why  GM  didn't  offer  lump  sums 
to  make  excess  employees  go  away. 
Now  GM  is  doing  just  that.  Under  a 
plan  announced  in  March  with  the 
autoworkers  union  and  Delphi,  GMs 
bankrupt  onetime  parts  subsidiary, 
workers  will  be  offered  up  to 
$140,000  to  get  off  GMs  payroll.  The 
goal:  empty  out  the  jobs  bank. 
The  buyout  may  not  be  enough  to  lure  away  a  worker  pulling  down 
$  100,000  a  year  at  a  successful  factory.  But  those  in  the  jobs  bank  have  to  think 
long  and  hard  before  rejecting  the  deal.  GMs  union  contract  ends  in  2007,  and 
there's  no  guarantee  the  jobs  bank  provision  will  survive.  JPMorgan  estimates 
39,000  workers  will  take  the  money  and  run.  That  should  shrink  GMs  annual 
labor  costs  by  $5.1  billion,  after  a  cash  outlay  of  $2.4  billion.  This  will  help,  but 
it  won't  solve  the  problem  of  retirement  health  costs,  which  remain  in  place  for 
older  workers  taking  the  buyout.  — Jonathan  Fahey 


General  amnesty:  a  Michigan  GM  plant. 


FLASHBACKS 


MARCH  14,  200S 

Big  Blues 

Our  story  questioned  IBM's  efforts  to  develop  its  services  arm.  Not  long  after  the 
story  appeared,  IBM  announced  it  would  lay  off  13,000  workers  and  shake  up 
management  of  its  global  services  unit.  Then  in  July  IBM  replaced  division  head 
John  Joyce  with  three  people.  Revenues  from  that  division  inched  up  3%  in  2005 
to  $47.4  billion.  IBM  has  managed  to  hold  its  backlog  steady  at  $1 1 1  billion,  after 
it  slid  $9  billion  in  2004.  New  business  includes  a  recendy  signed  ten-year  deal 
with  retailer  Gap  worth  $1.1  billion.  Revenues  from  a  new  outsourcing  effort 
grew  28%  last  year.  In  this  business,  instead  of  just  running  computers,  IBM 
manages  departments  like  personnel  or  accounting  for  its  customers.  Shares  are 
trading  at  $83,  down  from  $94  when  our  story  ran.  —Daniel  Lyons 

APRIL  28,  2003 

Sleeping  With  the  Enemy 

We  looked  at  the  challenges  oil  companies  face  when  they  make  deals  with  cor- 
rupt countries  like  Angola,  Kazakhstan,  Equatorial  Guinea  and  Chad.  One  deal 
that  appeared  especially  tricky:  ExxonMobil  agreed  to  steer  hundreds  of  mil- 
lions of  dollars  in  oil  royalties  toward  social  services  in  poverty-stricken  Chad. 
Earlier  this  year  the  World  Bank,  which  brokered  the  deal,  suspended  pay- 
ments after  Chad  decreed  that  the  military  is  a  "priority  sector"  that  can  receive 
petrodollars.  The  Chad  government  also  raided  a  "Future  Generations  Fund" 
that  would  have  aided  development  projects  after  the  oil  runs  out.  Chad  has 
since  threatened  to  turn  off  the  spigots  unless  ExxonMobil  pays  it  directiy.  An 
Exxon  spokesman  says  the  company  still  thinks  the  deal  can  be  worked  out 
through  further  negotiations.  —Daniel  Fisher 


85  YEARS  AGO  IN  FORBES  |  MARCH  19, 1921 

Trade  Off  Were  the  majority  of  our  law- 
makers businessmen  instead  of  lawyers,  they 
would  not  think  of  cutting  down  the  moderate 
sum  asked  for  strengthening  our  consular 
service  and  commercial  representatives  abroad. 
What  the  world  is  now  entering  is  commercial 
warfare.  The  position,  therefore,  of  Secretary  of 
Commerce  is  one  of  transcendent  importance. 

30  YEARS  AGO  IN  FORBES  |  AUGUST  1, 1976 

Block  in  the  Black  The  onetime  worries 

about  H&R  Block's  future  have  pretty  well 
turned  out  to  be  phantoms:  Block  actually  runs 
tax  franchises  for  former  would-be  competitors 
such  as  Citicorp  and  Sears,  Roebuck;  it  even  suc- 
ceeded in  settling  a  $127  million  antitrust  suit 
for  only  $102,000.  "Everyone  thought  those  run- 
down offices  were  bad,  but  they  were  a  sign  of 
how  uncapital-intensive  their  business  is,"  says 
Howard  (Pete)  Colhoun,  vice  president  of 
T.  Rowe  Price  Growth  Fund.  He  notes  the 
company  has  virtually  no  debt  and  well  over 
$50  million  in  cash.  Best  of  all,  the  Bloch  broth- 
ers have  not  diversified.  "These  are  simple  men 
who  run  a  simple  business,"  says  Colhoun. 

New  York  Attorney  General  EHot  Spitzer  is 
suing  H&R  Block  for  fraudulent  marketing 
of  individual  retirement  accounts. 

10  YEARS  AGO  IN  FORBES  |  JUNE  3, 1996 

Take  That,  Nintendo  PlayStation  and  the 

games  it  plays  are  a 
bonanza  for  Sony 
Computer  Enter- 
tainment America. 
Laying  on  the  gore 
and  the  violence, 
Sony's  compact 
disk-based  Play- 
Station has  captured  20%  of  the  console  game 
business,  estimated  by  Port  Washington,  N.Y.- 
based  NPD  Group  at  $  3.1  billion  (retail  sales). 
The  PlayStation  cost  an  estimated  $500  million 
to  develop.  It  will  bring  in  $700  million  in  rev- 
enues in  fiscal  1996  and  about  $70  million  in 
profit.  "The  graphics  and  sound  are  much  better 
[on  PlayStation]  than  Super  Nintendo,"  says 
Andrea  Kathol,  9,  as  he  scorches  the  evil  Sheeva, 
.  an  androgynous  alien  warrior  with  four  arms  in 
the  Mortal  Kombat  3  videogame.  After  being 
zapped  so  much  lately,  Sony  for  a  change  is 
enjoying  being  the  zapper. 

Sony  recently  announced  it  would  delay  intro- 
duction of  its  new  PlayStation  3  until  November. 


42      FORBES      APRIL  17,  2006 


SURGEON  GENERAL  WARNING: 

Cigar  Smoking  Can  Cause  Lung  Cancer 
And  Heart  Disease. 


Hp 


wvvvv.cigaavprld.com 

92006  General  Cigar  Co.  ire.  New  York.  NY 


he  timeless  rhythms  of  the  game  of  baseball 
ever  change.  Neither  do  the  uncompromising 
eps  that  make  every  Macanudo  the  last  word 
1  smooth,  mellow  taste.  And  that's  how 
\acanudo  inspires  the  passion  that  makes  it 
.merica's  best-selling  premium  cigar. 


MACANUDO. 

An  American  Passion. 


THE  BEST-SELLING  PREMIUM  CIGAR  IN  AMERICA. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 


The  water.  The  park.  The  grass. 
The  trees.  The  sunsets. 

After  all, 
you  do  live  on  an  island. 


magine  The  Rushmore  -  with  stunning 
postcard  views  of  the  Hudson  River,  privatt 
manicured  terraces  and  elegant  parks  on 
every  corner.  Preeminent  architect  Costas 
Kondylis  has  designed  his  latest  masterpiej 
on  the  Upper  West  Side.  The  Rushmore 's 
seven-story  base  gives  rise  to  two  soaring 
towers  and  features  unmatched  interior 
design  choices  and  world-class  resort-like 
amenities,  including: 

•  A  gracious  selection  of  fine  marbles  and 
custom  interior  finishes  with  premium 
appliances,  fixtures  and  accessories, 
including  Sub-Zero,  Miele,  Kohler 

and  Waterworks 

•  24-hour  Concierge  and  Doorman 

•  Abigail  Michaels  lifestyle  managers, 
a  member  of  Les  Clefs  d'Or 

•  On-site  Parking  Garage 

•  Unparalleled  La  Palestra  Spa  &  Fitness 
Center  with  comprehensive  wellness 
services 

•  Swimming  Pool 

•  Atrium  with  adjacent  Reading  Room 

•  Grand  Salon  with  catering  capabilities 

•  Billiards  Room 

•  Kids'  Creative  Studio  and  Playroom 

One-  to  five-bedroom  homes 
with  estimated  pricing  startin 
at  approximately  $1,000,000  t 
over  $6,000,000 


Riverside   &  64TH 

Beyond  Comparison 


&GJJSM  MARKETING  «*0  WfcS  ag£ni  ^^^^  flj 

corcoran  group  fs| 

marketing  153 

This  advertisement  is  not  an  ottering.  No  ottering  can  be  made  until  an  offering  a 
is  filed  with  the  Office  of  the  Attorney  General  of  the  State  of  New  York.  It 
advertisement  is  made  pursuant  to  Cooperative  Policy  Statement  No.  1  issued  by' 
New  York  State  Attorney  General  File  Number  CP-05-0220. 

Sponsor:  CflP/Extell  Parcel  I,  LP  800  Third  Avenue,  4th  Floor.  NY,  NY  10022 
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GLOBAL  TRADING 

At  the  Crossroads 


A  century  on,  Hong  Kong's  Li  &  Fung  is  a  vital  bridge  between  East 
and  West.  These  guys  bring  you  a  lot  of  your  clothes  |  By  Robyn  Meredith 


jHHUCKED  AWAY  IN  AN  ANONY-  front  down  the  hall  from  the  Cracker  trading  and  logistics  firm  that  has  become 

Imous  building  in  what's  left  of  Barrel  Old  Country  Store.  the  go-to  company  for  globalization.  While 

Hong  Kong's  garment  district  is  All  these  and  many  more  mainstream  Li  &  Fung  is  hardly  a  household  name  in 

a  pretend  American  shopping  mall  brands  are  on  display  halfway  around  the  U.S.,  3.7%  of  America's  clothing 

mall:  There's  a  mock  Disney  the  world  from  American  shoppers  imports — $2.7    billion    worth — come 

Store  next  to  the  Bed,  Bath  &  Beyond  because  the  faux  mall  serves  as  a  customer  through  it. 

shop  and  a  Restoration  Hardware  store-  showroom  for  Li  &  Fung,  the  Hong  Kong         Brothers  Victor  and  William  Fung  have 
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front 


propelled  a  family  company  into  a  profes- 
sionally managed,  behind-the  scenes  behe- 
moth linking  American  and  European  con- 
sumers to  factories  in  40  countries.  "After 
100  years  we  have  become  the  example  of 
the  next  generation  of  companies,  coming 
from  Asia  with  a  Chinese  heritage,  that  are 
able  to  operate  in  the  new  globalized 
world,"  says  Victor,  60,  the  chairman. 

"They've  ridden  the  tide  of  the  inter- 
connectedness  of  todays  world,"  says  HSBC 
Holdings'  chairman,  Sir  John  Bond,  who 
has  long  known  both  Victor  and  manag- 


as  a  supply  hub  from  3%  to  between  5%  and 
10%,  even  as  volume  rose  dramatically. 

The  Fung  brothers  leave  it  to  other 
companies  to  create  and  manage  brands 
and  to  own  the  factories  that  churn  out  the 
goods.  The  Fungs  don't  own  the  outlets 
where  goods  are  sold,  either.  But  Li  & 
Fung  is  well  on  its  way  to  doing  every  step 
in  between  for  its  clients:  designing  a 
product,  sourcing  the  materials  and  parts 
for  the  product  and  choosing  the  factories 
where  it  will  be  built,  transporting  the 
goods  across  borders  and  arranging  cus- 


Today's  Globalized  Toy  

Topper  the  Trick  Terrier  is  a  robotic  dog  that  can  talk  and  stand  on  its  head.  But  the 
real  trick  is  where  its  parts  come  from.  This  year  75,000  copies  of  the  dog  were 
made  by  Qualiman  Industrial  Co.  in  Nanhai,  China  for  a  Li  &  Fung  American  cus- 
tomer, the  Original  San  Francisco  Toymakers.  It  sells  for  $29.99  in  the  U.S. 


PLASTIC  EYES: 
Shenzhen,  China 


PLASTIC  BODY: 
Malaysia 

MICROFIBER  FABRIC 
FOR  COAT: 

Korea 


MOTOR  FOR  LEGS: 

Shaoguan,  China 

PLASTIC  LEGS: 
Taiwan 


VOICE-RECOGNITION 
San  Francisco 

PROGRAMMING:  Taiwan 


Dongguan,  China 


Shenzhen,  China 
IC  CHIPS;  Taiwan 
Dongguan,  China 
PACKAGING:  Hong  Kong 


Sources:  Qualiman  Industrial  Co.  Ltd.;  Li  &  Fung. 

ing  director  William— who  is  on  the  HSBC 
board— and  knew  their  father  when  he  ran 
the  company. 

Once  a  simple  trading  outfit  paid  to  con- 
nect buyers  and  sellers,  Li  &  Fung  is  now  at 
the  crossroads  of  global  trade,  hi  the  past  ten 
years  it  has  grown  from  $1.2  billion  to  $6  bil- 
lion in  revenue,  and  analysts  are  banking  on 
its  $10  billion  goal  by  the  end  of  2007.  By 
adding  value  to  mundane  logistics,  the 
Fungs  have  been  able  to  boost  commissions 


toms  clearance  for  wares  packed  so  they 
are  ready  to  put  on  store  shelves.  In  other 
words,  a  virtual  factory,  virtual  warehouse 
and  virtual  distributor,  with  the  fee 
depending  on  the  level  of  involvement. 

But  Li  &  Fung  is  going  one  step  fur- 
ther. Part  of  its  evolution  from  middleman 
to  a  richly  linked  sup-  v  chain  is  a  big  push 
into  the  brand-licensing  business.  Li  & 
Fung  licenses  Levi  St  rauss  Signature,  Levi's 
Red  Tab,  Cannon,  Royal  Velvet  and  Dis- 


ney plush  toy  brands.  It  designs  products, 
arranges  for  their  production  and  then 
arranges  to  have  them  retailed,  primarily 
at  mass  merchants  like  Wal-Mart,  Target 
and  Kohl's. 

For  example,  Li  &  Fung  hires  factories 
to  make  Royal  Velvet  towels  and  sells  them 
to  department  stores  in  the  U.S.  The  com- 
pany is  counting  on  this  licensing  business 
growing  by  2008  to  10%  of  revenue — 
$1  billion — up  from  $80  million  in  2004 
and  zero  in  2002. 

All  this  is  just  the  listed  arm  of  the 
company,  called  Li  &  Fung  Ltd.  The  two 
brothers,  both  billionaires,  each  own  20% 
of  it.  (Victor  is  a  U.S.  citizen  and  also 
appears  on  The  Forbes  400  list  of  richest 
Americans;  William,  56,  holds  British  and 
Hong  Kong  passports.)  They  own  equal 
shares  of  the  parent,  a  holding  company 
called  Li  &  Fung  (1937)  Ltd.  The  private 
company  has  a  range  of  other  projects. 
For  instance,  while  the  listed  company 
focuses  on  exports  from  China,  the  pri- 
vate company  sells  goods  in  China — 
including  toys  through  the  Toys  "R"  Usl 
Asia  franchise  and  sundries  through  the 
Circle  K  franchise  it  owns  in  China. 

China  is  a  huge  part  of  the  sourcing, 
but  the  company's  presence  is  felt  acutely 
elsewhere  as  well.  It  is  Turkey's  largest 
clothing  exporter.  A  quarter  of  Vietnam's 
apparel  exports  flow  through  Li  &  Fung. 
While  clothing  makes  up  65%  of  the 
exports  Li  &  Fung  move,  it  sources  "any- 
thing you  see  in  a  department  store,"  says 
Bruce  Rockowitz,  president  of  Li  &  Fung 
Ltd.  He  was  chief  executive  of  competitor 
Colby  International,  which  the  Fungs 
bought  in  2000. 

Because  of  its  size  and  track  record  Li  & 
Fung  typically  benefits  from  the  uncer- 
tainty of  government  regulations — as  hap- 
pened last  year  when  clothing  and  textile 
quotas  were  scheduled  to  be  eliminated  for 
WTO  member  nations.  Li  &  Fung  advised 
its  clients  to  keep  shipments  from  China 
stable,  just  in  case  countries  alarmed  by  a 
surge  in  clothing  exports  from  China 
slapped  restrictions  on  imports.  Who  else 
but  the  Fungs  would  think  of  logistics  in 
political  terms?  Sure  enough,  Europe  and 
America  got  into  spats  with  China  that  took 
months  to  resolve,  stranding  boatloads  of 
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VISA 


Access  to  exclusive  cuttural  and  sporting  events.  Just  one  of  the  many  benefits  of  Visa  Signature,  along 
with  preferred  seating  at  Broadway  shows  and  exclusive  culinary  events.  Go  to  visa.com/signature  to 
apply  for  the  rewards  cards  that  reward  you  for  living. 
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clothing  at  sea.  Li  &  Fung's  clients 
were  mostly  unscathed. 

Li  &  Fung  was  formed  a 
century  ago  in  Canton— today's 
Guangzhou— by    Victor  and 
William's  grandfather,  Fung  Pak- 
liu,  whose  portrait  hangs  in  the 
headquarters  lobby.  Because  Fung 
spoke  English,  he  and  a  partner,  Li 
To-ming,  were  able  to  start  selling 
porcelain,  antiques  and  handi- 
crafts for  export.  Most  of  the  fam- 
ily, and  the  company,  moved  back 
and  forth  between  China  and 
Hong  Kong,  first  when  trade  was  inter- 
rupted by  the  Japanese  occupation  of  Can- 
ton, then  with  the  Japanese  occupation  of 
Hong  Kong  and  the  end  of  World  War  II. 
Cofounder  Li  retired  and  sold  to  the  Fungs 
in  1946. 

When  the  Communists  won  China  in 
1949,  the  Fung  family  lost  its  Chinese  prop- 
erty, and  the  company — then  run  by  Vic- 
tor and  Williams  father,  Fung  Hon-chu — 


A  mock  mall  in  Hong  Kong  shows  goods  Li  &  Fung  ships  to  America 

lost  its  role  as  the  go-between  to  the  West  as 
China  turned  inward.  "My  father  had  to 
reinvent  the  company,"  William  says.  With 
Chinese  refugees  flooding  across  the  bor- 
der, factories  sprang  up  all  over  Hong  Kong, 
and  the  then  British  territory  replaced 
China  as  the  source  of  Li  &  Fung's  wares — 
firecrackers,  plastic  flowers,  rattan  furni- 
ture, toys  and  clothes. 

Victor  and  William  had  been  sent  off  to 


college  in  the  U.S.— Victor  earn- 
ing bachelor's  and  master's  degrees 
in  electrical  engineering  from  MIT 
and  a  Ph.D.  in  business  economics 
from  Harvard,  and  William  earn- 
ing a  degree  in  engineering  from 
Princeton  and  an  M.B.A.  from 
Harvard.  When  his  father  was  61 
years  old,  in  1972,  "there  was  a 
frantic  phone  call  from  my 
mother,  saying,  'If  one  of  you  guys 
doesn't  come  back  and  help,  your 
father  is  going  to  kill  himself 
working,'"  William  remembers. 
Both  brothers  wanted  to  stay  longer  in 
the  U.S.,  but  William  headed  home:  "Vic- 
tor talked  me  into  it  by  saying,  'You  really 
should  test  all  the  theories  you  learned  as 
an  M.B.A.'"  Victor  stayed  in  the  U.S., 
teaching  at  Harvard  Business  School  before 
returning  to  Hong  Kong  in  1973. 

Victor  has  focused  on  strategy  andj 
William  on  operations.  "'V  is  for  vision; 
'W'  is  for  work,"  William  jokes.  F 


CRACK  IN  THE  BOEING  WALL 


Airbus  Sells  a  Plane  in  Japan! 


STAR  FLYER,  JAPAN'S  NEWEST  AIRLINE,  TOOK  TO  THE 
skies  in  mid-March  with  distinctive  black  aircraft  and 
the  slightly  unnerving  slogan  "Blaze  through  the  world 
like  a  comet."  With  only  three  planes  flying  12  round- 
trips  a  day  between  Tokyo  and  the  southern  Japanese  island  of 
Kyushu,  it's  a  modest  beginning.  Even  more  modest  for  Euro- 
pean aircraftmaker  Airbus  Industrie,  which  supplied  the  aircraft 
plane  (144-seat  A320s).  But  it's  the  first  tiny  crack  in  more  than 
a  decade  in  the  seemingly  unassailable  position  that  Boeing  has 
captured  in  Japan,  the  world's  second-biggest  passenger-aircraft 
market  (see  story,  p.  78). 

Japanese  airlines  have  been  a  gold  mine  for  the  Chicago 
planemaker,  buying  800-plus  aircraft  worth  $70  billion  (at  his- 
torical prices)  over  the  past  50  years.  "It's  only  one  of  two  markets 
[Israel  the  other]  where  Airbus  doesn't  sell 
aerospace  consultant  Lance  Gatling  in  Tokyc 


1980s  Japan  Airlines  and  All  Nippon  Airways,  Asia's  two  largest 
carriers,  bought  American  jets  to  pare  the  large  trade  surpluses 
that  spurred  Japan-bashing  in  the  U.S.  These  days  ties  that  Boe- 
ing has  nurtured  with  Japanese  aerospace  companies,  including 
Mitsubishi  Heavy  Industries,  mean  it  can  market  its  aircraft  as 
made  in  Japan.  An  order  in  2004  by  JAL  and  ANA  for  a  combined 
80  of  Boeing's  787  jetliners  was  enough  to  persuade  the  company 
to  officially  launch  the  latest  edition  to  its  aircraft  lineup.  In  the 
next  decade  or  so  ANA  and  JAL  will  have  an  all-Boeing  fleet. 

Hence,  Star  Flyer's  purchase  of  three  Airbus  planes  is  a  mere 
oddity  for  now.  It  said  it  chose  Airbus  for  reasons  including 
"technical  performance  and  economic  efficiency."  Glenn 
Fukushima,  who  heads  Airbus  Japan,  described  Star  Flyer's 
decision  as  "encouraging"  and  gave  Airbus  rea- 
son to  believe  it  can  win  more  orders. 
There  may  be  other  chances  for  Airbus 
to  get  a  firmer  foothold  in  Japan.  A  run- 
way slated  to  open  at  Tokyo's  Haneda 
Airport  in  2009  will  provide  fresh  landing 
rights  that  will  encourage  a  new  batch  of  discount 
carriers  to  take  off.  In  the  meantime  Airbus  is  tout- 
ing to  big  carriers  its  550-seat  A380,  figuring  that  Boe- 
ing has  ceded  the  superjumbo  market  in  favor  of  the 
smaller  787.  —Tim  Kelly 
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\N  H  A  T   CAN  THE 

FOOD  CHAIN 

TEACH    US  ABOUT 

CORPORATE  AND  INVESTMENT  BANKING? 

a 

The  closer jou  get  to  the  top,  the  better. 


As  the  convergence  of  corporate  banking  and  investment  banking  gives  rise  to  the  universal  bank, 
Wachovia  has  emerged  as  the  fastest  growing  firm  in  the  industry.  Talk  to  us.  Because  in  today's  uncertain 
climate,  choosing  the  right  partner  can  mean  the  difference  between  eating  lunch  and  being  lunch. 


Fastest  Growing  U.S.  Investment  Bank  in  the  Industry 

Over  260  new  lead  relationships  established  in  2005 
135%  growth  in  investment  banking  market  share  in  the  past  five  years 
IOO%  increase  in  M&A  revenue  over  the  last  year 
Retail  distribution  capabilities  of  the  3rd  largest  brokerage  firm 
Balance  sheet  strength  of  the  4th  largest  financial  institution 
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Outfront 


CHINA  SNOOPING 


Get  Me  Personnel! 

Who's  got  the  hottest  job  in  China?  The  HR  guy  |  By  Russell  Flannery 


ICHAEL  CLINE  HAS  SEEN 
the  front  line  of  the  piracy 
battle  in  China.  As  a  vice 
president  for  global  person- 
nel at  AO  Smith,  the  maker  of  heaters  and 
motors  based  in  Milwaukee,  he  helped 
guide  the  firms  China  expansion  from  no 
plants  in  2001  to  multiple  sites  in  four 
cities  by  2005,  and  from  zero  employees 
to  3,000  people.  Problems  soon  emerged: 
Employees  were  selling  the  company's 
technology  to  outsiders,  and  sales  staff 
were,  he  says,  "leading  a  dual  life"  by  also 
working  for  rivals. 

"The  environment  here  was  very  dif- 
ferent from  anything  the  company  had 
faced  before,"  says  Cline,  who  now  runs  a 
U.S.  textile  company  in  China.  "I  was 
spending  70%  of  my  time"  on  China. 

So  AO  Smith  called  in  a  U.K.  consul- 
tancy called  Control  Risks  to  plug  the  secu- 
rity holes  and  help  vet  employees  more 
carefully.  They  tried  to  root  out  nepotism 
by  managers  who  directed  business  to 
companies  controlled  by  family  members, 
says  Dane  Chamorro,  the  China  deputy 
manager  with  Control  Risks  in  Shanghai. 
AO  Smith  declined  to  comment  on  the 
security  issues.  "There  are  a  lot  of  messes 
here"  in  China,  Chamorro  says. 


Chinas  economic  boom  and  attendant 
surge  in  intellectual  property  theft  and 
financial  crimes  are  taxing  the  skills  of 
personnel  departments.  The  demand  for 
those  skills  is  making  personnel  into  one 
of  the  hottest  careers  in  China  today 
According  to  consulting  firm  Mercer, 
wages  in  China  for  top  HR  executives  of 
multinational  companies  grew  20%  in 
each  of  the  last  two  years  to  $97,000— in  a 
country  where  per  capita  income  is  1%  of 
that  figure. 

The  risk  of  a  bad   

hire  is  getting  bigger  as 
manufacturers  transfer 
sophisticated  technol- 
ogy to  woo  local  con- 
sumers, and  overseas 
investment  funds  pour 
fresh  capital  into  local 
businesses.  Corporate- 
snooping  outfits  are 
thriving  as  clients 
demand  more  back- 
ground checks  on  their 
partners  and  employ- 
ees. After  opening  a 
Shanghai  office  in  200. 
Control  Risks  has  gone 
from  2  to  22  employees 


By  the  Numbers 


Wage  growth 
in  2004  and  2005  for  top 
HR  executives  in  China. 


Estimated 
GDP  growth  for  2006. 


Typical  salary  for  a  top 
HR  executive  of  a 
multinational  in  China. 

Source:  Mercer. 


in  the  city  and  will  add  an  office  of  5  peo- 
ple in  Hong  Kong  this  year. 

For  decades  after  the  Communists 
took  over  in  1949,  workers  spent  their 
entire  careers  with  one  state-owned 
company  and  rarely  moved  to  a  different 
town.  Although  state-owned  enterprises 
now  account  for  only  a  third  of  the  econ- 
omy and  workers  are  far  more  mobile, 
there  are  no  good  national  databases 
for  checking  employment  histories, 

education  credentials  and  criminal 

records. 

The  cost  to  check  out  a  potential  or 
past  hire  can  range  from  $100  to  $5,000, 
more  than  in  the  U.S.,  where  criminal,  legal 
and  credit  databases  are  more  easily 
checked.  The  expense  and  hassle  deters 
some  businesses  from  even  bothering,  says 
Control  Risks'  Chamorro.  Resume  fraud  is 
rampant,  and  applicants  frequently  forge 
names  on  recommendation  letters.  "They 
don't  expect  to  be  checked — that's  why  they 
do  it,"  says  Chamorro. 

And  don't  bother  calling  a  former  em- 
ployer by  phone.  "If  you  call  another  part 
of  China  to  ask  about  someone,  people  will 
tend  to  say  everything  is  fine  because  they 
don't  want  to  risk  trouble  from  saying  any- 
thing bad,"  says  Simon  Yin,  cofounder  of 
Hongren  Club,  an  asso- 
ciation based  in  Shang- 
hai of  about  1,000  per- 
sonnel professionals.  Yin 
is  a  big  proponent  of  in- 
formal information 
exchanges  about  job  ap- 
plicants and  of  using  ref- 
erences among  group 
members. 

"A  lot  of  laws  are 
there,  but  they  don't 
always  help.  You  have 
to  work  internally,"  says 
Arthur  Yeung,  who 
teaches  at  the  China- 
Europe  Business  Inter- 
national School.  F 
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Jiutfront 

SEEKING  JUSTICE 


The  Boomerang  Effect 

Billionaire  earned  a  bundle  exploiting  Russia. 

Now  crony  capitalism  is  getting  the  better  of  him  j  By  Matthew  Swibel 


DRESSED  IN  BLACK-AND-WHITE 
Versace  shirt  and  shorts, 
Tamir  Sapir  comes  limping  in 
from  his  75-minute  morning 
tennis  lesson.  He  slumps  on  a  plush  yellow 
ottoman  in  the  sunlit  living  room  of  his 
Acapulco,  Mexico  beachfront  penthouse, 
his  lower  lip  curled  into  a  frown,  and 
sounds  like  a  man  defeated— not  like 
someone  who  claims  he's  worth  more 
than  the  $  1 .9  billion  FORBES  estimates  and 
lords  over  6.6  million  square  feet  of  Man- 
hattan office  space.  "Look  what  the  Rus- 


sians did  to  me.  They  can  squeeze  you  just 
to  get  rid  of  you,  and  you  not  gonna  make 
money,"  he  says,  massaging  his 
right  thigh. 

It's  not  the  tennis  wearing  him  out.  It's 
the  fatigue  of  battling  the  Moscow  Oil 
Refinery,  a  public-private  enterprise  able 
to  refine  73  million  barrels  a  year.  In  three 
claims  seeking  total  damages  of  $350  mil- 
lion, now  before  private  arbitrators  in 
Stockholm,  London,  and  soon  in  Vienna, 
Sapir  alleges  that  MOR  wrongfully  voided 
his  contracts  for  oil  exports  and  the  con- 


struction of  a  polypropylene  processing 
plant  on  the  refinery's  property  in 
Moscow. 

The  contretemps  pits  Sapir,  a  Soviet 
emigre  and  former  New  York  cabby  who 
became  an  American  citizen  in  1980, 
against  powerful  MOR  shareholders  such 
as  Sibneft.  Yuri  Luzhkov,  the  mayor  of 
Moscow,  chairs  a  joint  venture  that  owns 
38%  of  MOR.  The  chief  beneficiary  of 
those  troubles,  say  Sapir  and  his  lawyers, 
is  Luzhkov's  wife,  Elena  Baturina,  Rus- 
sia's only  female  billionaire.  They  claim 
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she  plotted  against  Sapir  to  advance  her 
own  agenda:  Controlling  that  polypropy- 
lene plant  would  put  her  construction 
conglomerate  Inteco  in  charge  of  a  cru- 
cial raw  material  for  furniture,  waste 
buckets  and  other  goods.  (A  spokesman 
said  she  was  on  vacation  and  could  not 
comment.) 

Sapir  s  marathon  legal  proceedings— 
the  26th  judicial  hearing  in  the  MOR  dis- 
pute, an  arbitration  in  London,  begins  in 


barrel  reselling  Soviet  oil  to  BP,  Chevron 
and  others.  "It  was  a  stroke  of  luck,"  he 
says.  "I  was  a  schmuck  in  the  right  place 
at  the  right  time." 

The  same  could  be  said  of  his  real 
estate  investments.  With  millions  rolling 
in  from  barter  deals  around  1990,  and  the 
Soviet  Union  near  collapse,  Sapir  invested 
his  stash  in  then-recession-hit  Manhat- 
tan, buying  a  building  downtown,  on 
John  Street,  for  $2.2  million  and  selling  it 


ucts  from  MOR  worth  $800  million  over 
ten  years  and  to  forward  those  funds  to 
sister-firm  FTL  to  finance  the  construc- 
tion of  the  polypropylene  plant. 

But  in  1997  control  of  the  plant  proj- 
ect effectively  changed  hands  from  the 
federal  to  the  municipal  government  of 
Moscow.  It  didn't  take  long  for  Sapir'si 
deals  to  sour.  MOR  eventually  installed  a 
new  general  director  who  had  formerly 
worked  as  a  vice  president  at  Inteco, 
the  construction  conglomerate 


Tm  fighting  for  what's  fair.  No  matter 
who  you  aref  you  must  follow  a  contract." 


secrecy  in  May— opens  a  window  on  an 
enduring  feature  of  Russian  life:  the  bitter 
battles  between  clans  of  politicians  and 
business  leaders.  "I'm  fighting  for  what's 
fair,"  Sapir  says.  "No  matter  who  you  are  in 
Russia,  you  have  to  follow  a  contract." 

It  also  marks  a  stunning  reversal  for 
Sapir,  58.  Two  decades  ago  he  exploited 
the  shadowy  system  of  gray- market  capi- 
talism in  the  Soviet  Union.  Today  he  is 
being  victimized  by  a  more  open  system 
of  free-market  predation. 

Originally  Teimuri  Sepiashvili,  Sapir 
comes  from  a  Jewish  family  and  grew  up 
in  Tbilisi,  Georgia.  At  25  he  immigrated  to 
Israel,  then  wandered  through  Europe  and 
ended  up  in  Manhattan,  driving  a  cab,  in 
1976.  At  age  30  he  borrowed  $10,000 
against  his  taxi  medallion  to  become  an 
electronics  retailer.  Virtually  all  of  his 
customers  were  Soviet  diplomats  and 
high-ranking  officials  who  orchestrated  a 
profitable  black  market  of  Western  goods 
behind  the  Iron  Curtain.  In  1989  Sapir 
accepted  an  invitation  to  become  a  willing 
and  reliable  accomplice. 

He  sent  the  Soviets  thousands  of 
VCRs,  microwaves,  TVs,  portable  tape 
players  and  other  electronics  goods  from 
his  Manhattan  retail  store,  Joy-Lud  Co.  In 
exchange,  Sapir  says,  bureaucrats  like 
Nikolai  Lemaev,  a  former  Soviet  minister 
of  petrochemicals,  granted  Sapir  rights  to 
distribute  50,000  tons  of  fertilizer  and  41 
million  barrels  of  oil,  equal  to  less  than 
1%  of  Russian  annual  oil  production 
today.  Sapir  pocketed  a  typical  $1  per 


Post-Soviet  life:  the  Sapir  estate  in  Great  Neck,  N.Y. 

a  year  later,  nearly  tripling  his  money. 
Acquiring  a  building  now  rented  by  the 
Metropolitan  Transportation  Authority 
for  $17  million  in  early  1993,  Sapir 
watched  its  value  soar  to  $50  million  by 
1995.  Just  about  the  time  that  Sapir  ran 
into  trouble  in  Russia. 

In  1995  the  federal  government 
decreed  so-called  Order  58-R,  which  set 
the  volume  of  oil  exports  and  obligated 
the  Moscow  Oil  Refinery  to  build  a  fac- 
tory for  processing  polypropylene-based 
chemicals,  financed  by  petroleum  rev- 
enues over  a  ten-year  period.  That  year 
the  refiner  held  an  international  tender 
supervised  by  chemical  industry  experts 
and  selected  FTL,  a  Cayman  Islands 
entity  Sapir  set  up  for  the  polypropylene 
plant.  Another  Sapir  company,  Joy-Lud 
International,  agreed  to  buy  oil  prod- 


owned  by  Baturina,  Mayor 
Luzhkov's  wife.  (The  city  has 
doled  out  construction  projects 
worth  several  billion  dollars  a 
year  since  2000;  some  10%  to  20% 
of  the  work  has  reportedly  gone 
to  Inteco,  boosting  Baturina's 
wealth  to  $2.3  billion  by  FORBES 
estimates.) 

At  the  end  of  1997,  without 
warning,  MOR  slowed  the  oil 
spigot  to  Joy-Lud,  cutting  it  off 
completely  by  the  end  of  1998, 
Sapir  alleges,  in  order  to  jeopard- 
ize FTL's  financing  for  the  plastics 
plant.  FTL  had  already  sunk  $100 
million  into  it.  Sapir  stopped  work 
on  the  plant,  prompting  MOR  to 
reassign    the    processing  of 
polypropylene  to  another  MOR 
unit  working  under  an  Inteco 
agreement. 
Sapir  was  incensed — the  conflict 
erupted  in  the  third  year  of  that  decade- 
long  $800  million  oil  export  contract— 
and  went  after  MOR  for  breach  of  con- 
tract. In  the  first  of  the  resulting 
arbitration  hearings  in  Stockholm  MOR 
lawyers  did  not  dispute  Russian  docu- 
ments that  showed  Luzhkov's  signature 
approving  the  original  decree  calling  for 
the  plant  or  the  existence  of  a  1995 
signed  contract  between  Sapir  and 
MORs  general  director.  "The  fact  we  rec- 
ognize the  physical  existence  of  the  con- 
tract does  not  [countenance]  its  legal 
force  in  any  way,"  explains  Maxim  Vik- 
torov,  a  Moscow  lawyer  representing  the 
refinery.  The  contract  was  not  approved 
at  the  general  meeting  of  MOR's  share- 
holders and  is  therefore  not  legally  valid, 
Viktorov  insists. 
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iron! 


The  courts  haven't  seen  it  that  way. 
Judgments  in  Russia  and  Stockholm  have 
repeatedly  confirmed  that  "the  contract 
had  been  signed  in  compliance  with  laws 
and  with  no  violations,"  notes  Katerina 
Haslam-Jones,  a  lawyer  in  London  repre- 
senting Sapir  s  firms. 

That  didn't  stop  an  angry  MOR  share- 
holder from  smacking  Sapir  with  a  lawsuit 


Sapir  has  the 
patience— and 
the  pockets— to 
outlast  any 

shenanigans. 


in  2003  in  Moscow,  accusing  FTL  of  work- 
ing on  a  contract  signed  by  "unknown 
persons"  and  threatening  to  void  the 
agreement.  That  case  was  dismissed  in 
Russia  last  year.  Sapir  also  won  a  ruling  in 
2005  against  MOR's  filing  a  false  audit  con- 
cerning a  trading  contract. 

Last  June  Sapir  scored  another  partial 
legal  victory.  The  Arbitration  Court  of 
Stockholm  ruled  that  MOR  had  to  pay 
$27  million  plus  10%  annual  interest  in 
damages  to  Joy-Lud  for  lost  oil  exports. 
The  judgment  could  pave  the  way  for  col- 
lecting larger  sums  in  the  London  arbi- 
tration proceeding  in  May. 

Getting  the  money  is  another  story. 
In  December  a  Moscow  court  took  more 
than  a  month  to  recognize  the  Stock- 
holm arbitration  award  and  ultimately 
refused  to  honor  it  because  it  was  "in 
breach  of  the  public  order  of  the  Russian 
Federation,"  said  the  judge  in  the  case. 
Sapir's  lawyers  appealed  in  January  and 
lost  again  in  March.  Now  his  lawyers  are 
contemplating  a  final  appeal  to  Russia's 
top  court. 

Sapir  has  the  patience— and  the  pock- 
ets—to outlast  any  shenanigans  of  the 
Russian  justice  system.  But  his  legal  cru- 
sade has  become  a  bitter  obsession.  "I  will 
only  settle  in  my  favor,"  Sapir  says  of  the 
interminable  MOR  affair.  "I've  already  lost 
a  lot  of  money,  a  lot  of  effort."  F 


TEX  AN  S  VS.  RUSSIANS 

Tilting  at  Gas  Fields 

THE  MONCRIEFS,  A  THREE-GENERATION  OIL  FAMILY  IN  FORT  WORTH, 
Tex.,  have  a  way  of  attracting  publicity,  desired  or  not.  In  1994 
the  IRS  raided  the  Moncrief  offices,  charging  that  the  family 
business  had  avoided  paying  between  $100  million  and  $300  million  i 
taxes.  In  an  appearance  before  Congress,  W.A.  (Tex)  Moncrief  Jr.,  son 
of  the  company  founder,  protested  this  treatment,  though  he  had  ear- 
lier settled  without  admitting  wrongdoing;  a  Moncrief  family  founda- 
tion paid  $23  million  to  the  IRS.  Shortly  after,  his  alleged  longtime  mis 
tress  went  public  with  their  affair  (which  Tex  denies).  And  nephew 
Michael  Moncrief— the  adopted  son  of  Tex  s  brother— then  a  state  sen] 
ator,  sued  Tex  for  cheating  him  out  of  his  inheritance  (the  suit  was  late 
dropped,  and  Mike  Moncrief  is  now  mayor  of  Fort  Worth). 

Following  in  the  family  tradition,  Tex  Moncrief  s  63-year-old  son, 
Richard,  has  spent  nearly  ten  years  taking  on  Russian  gas-and-oil  colossu) 

Gazprom.  So  far,  how 
ever,  fighting  a  Russiai) 
government  -  cont  rolle  j 
company  in  a  corrupt 
and  politicized  era  is 
proving  to  be  as  toughj 
as  challenging  the  IRS. 
Moncrief  claims  in  a 
suit  filed  in  federal 
court  in  Texas  that 
Gazprom  reneged  on 
deal  that  gave  Moncru 
Oil  40%  control  of  a  gas-rich  field  in  Siberia.  He  is  seeking  compensation 
of  $  1  billion  for  the  loss  of  revenue  and  time  spent.  Gazprom's  lawyer  say 
there  was  never  a  contract  between  the  two. 

The  ill-fated  deal  dates  to  1997,  when  Moncrief  signed  an  agreement 
with  a  Gazprom  subsidiary  that  controlled  the  Yuzhno-Russkoye  field, 
thought  to  hold  at  least  15  trillion  cubic  feet  of  gas.  Moncrief  agreed  to  rais< 
$800  million  to  develop  the  field.  But  a  year  later — before  Moncrief  put  a 
drill  bit  in  the  ground — Gazprom  stopped  returning  his  phone  calls,  accorc 
ing  to  Moncrief.  Moncrief  claims  Gazprom  lost  control  of  the  subsidiary 
through  deliberate  management  actions.  In  2001  Vladimir  Putin  installed 
his  own  bosses  at  Gazprom,  and  Moncrief  was  soon  out  of  the  picture.  In 
2004  Gazprom  signed  deals  with  two  German  firms  to  replace  him. 

Moncrief  s  suit  was  tossed  out  in  late  March  on  the  grounds  that  the  U. 
courts  didn't  have  jurisdiction  over  Gazprom.  But  he  says  he'll  appeal.  "If 
fraud  can  be  a  reason  for  canceling  a  contract,  I'm  not  familiar  with  that,"  hj 
says.  "What  issues  are  more  important  to  the  U.S.,  China  and  the  eu  than 
the  sanctity  of  contracts  and  the  reliability  of  Russian  gas?"    —Heidi  Bronj 


Busted  deal:  Oilman  Tex  Moncrief;  Dad,  Monty,  in  picture. 
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SIGN  UP  TODAY  FOR  A  FREE  PORTFOLIO  REVIEW. 


1-800-398-7854  etrade.com/switchtoday 
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FINANCIAL 


.  The  Investment  Specialists  Group  provides  recommendations  on  mutual  funds,  bonds,  preferred  stocks,  closed-end  funds,  structured  products  -  including  equity  linked  CDs,  and 
sset  allocation.  Customers  are  required  to  complete  additional  forms  and  documentation  in  order  to  receive  such  services.  Different  commission  structures  may  apply  and  in  some 
ases  be  less  or  more  than  the  rates  posted  on  the  website. 

ystem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

ecurities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
5  2006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


Just  like  your  family,  ours  has  a  lot  of  history. 


Learn  how  you  can  add  three  decades  of  investment  experience  to  your  portfolio. 

At  Wells  Fargo  Advantage  Funds",  we're  dedicated  to  bringing  you  the  best  investment 
management  talent  from  across  the  industry.  That's  one  of  the  reasons  many  of  our  mutual  funds 
have  received  four-  and  five-star  ratings  from  Morningstar  for  their  risk-adjusted  performance. 

So,  take  a  closer  look  at  our  fund  family.  Whether  you  prefer  to  invest  directly  or  work  with  an 
investment  professional,  you'll  find  we  offer  funds  in  nearly  every  asset  class  and  investment 
style  that  may  be  right  for  your  goals  and  tolerance  for  risk. 

Call  1-800-233-9450,  visit  www.wellsfargo.com/advantagefunds,  or  talk  to  your  investment 
professional  about  making  Wells  Fargo  Advantage  Funds  a  part  of  your  investment  portfolio  today. 


Mr  more  complete  information  about  Wells  Fargo  Advantage  Funds,  obtain  a  current  prospectus  by  calling  1-800-233-9450,  by  visiting 
lw.wellsfargo.com/advantagefunds,  or  by  contacting  your  investment  professional.  Consider  the  investment  objectives,  risks,  charges,  and  expenses  of  the 
westment  carefully  before  investing.  This  and  other  information  about  Wells  Fargo  Advantage  Funds  can  be  found  in  a  current  prospectus.  Please  read  it 
fefully  before  investing. 

Ills  Fargo  Funds  Management,  LLC,  a  wholly  owned  subsidiary  of  Wells  Fargo  &  Company,  provides  investment  advisory  and  administrative  services  for  Wells  Fargo  Advantage  Funds.  Other  affiliates  of 
lis  Fargo  &  Company  provide  subadvisory  and  other  services  for  the  Funds.The  Funds  are  distributed  by  Wells  Fargo  Funds  Distributor,  LLC,  Member  NASD/SIPC,an  affiliate  ofWells  Fargo  &  Company. 

Ifese  note,  some  of  the  Morningstar  proprietary  calculations,  including  the  Morningstar  Rating "  are  not  customarily  calculated  based  on  adjusted  historical  returns,  however,  in  some  cases,  the  investment's 
iependent  Morningstar  Rating  metric  is  compared  against  the  retail  mutual  fund  universe  breakpoints  to  determine  its  hypothetical  rating.The  evaluation  of  this  investment  does  not  affect  the  retail  mutual  fund 
ej  published  by  Morningstar.  For  each  fund  with  at  least  a  three-year  history,  Morningstar  calculates  a  Morningstar  Rating  based  on  a  Morningstar  Risk-Adjusted  Return  measure  that  accounts  for  variation  in  a 
Id's  monthly  performance  (including  the  effects  of  sales  charges,  loads.and  redemption  fees),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance  The  top  10%  of  funds  in 
|h  category  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a  fraction  of  one  fund 
«iin  this  scale  and  rated  separately,  which  may  cause  slight  variations  in  the  distribution  percentages.)  The  Overall  Morningstar  Rating  for  a  fund  is  derived  from  a  weighted  average  of  the  performance  figures 
■dated  with  its  three-,  five-,and  ten-year  (if  applicable)  Morningstar  Rating  metrics.  Morningstar  Rating  is  for  the  specified  share  class  only;other  classes  may  have  different  performance  characteristics. 

mss  U.S.-domiciled  Large  Growth  funds,  the  Capital  Growth  Fund  received  4  stars  among  1,353  funds  and  5  stars  among  1,065  funds  for  the  three-  and  five-year  periods,  respectively.  Across  U.S.-domiciled  Mid 
|  Value  funds,  the  Mid  Cap  Disciplined  Fund  received  4  stars  among  257  funds  and  4  stars  among  140  funds  for  the  three-  and  five-year  periods,  respectively.  Across  U.S.-domiciled  Small  Cap  Blend  funds,  the 
Kali/Mid  Cap  Value  Fund  received  5  stars  among  443  funds  for  the  three-year  period.  Past  performance  is  no  guarantee  of  future  results. 

|  Funds'  advisor  has  voluntarily  waived  all  or  a  portion  of  its  management  fees  or  assumed  responsibility  for  other  expenses,  which  reduces  operating  expenses  and  increases  total  return  to  shareholders, 
iihout  these  reductions  the  Fund's  returns  would  have  been  lower  and  ratings  may  have  been  lower. These  reductions  may  be  discontinued. 

jjformance  for  certain  Wells  Fargo  Advantage  Funds  (each  a "Fund")  reflects  a  predecessor  fund's  performance,  and  may  be  adjusted  for  the  Fund's  sales  charges  and/or  expenses.  Predecessor  fund  information  can 
'  found  in  each  Fund's  prospectus,  statement  of  additional  information  or  annual  report.  CO05559O-02O6 

(word  about  risk:  Stock  funds  should  only  be  considered  for  long-term  goals  as  values  fluctuate  in  response  to  the  activities  of  individual  companies  and 
|neral  market  and  economic  conditions.  Funds  that  invest  in  smaller  companies  involve  additional  risks  because  these  companies  often  have  limited 
jancial  resources,  and  their  stocks  tend  to  be  more  volatile  and  less  liquid  than  those  of  larger  companies.  Each  Fund's  investment  process  may,  at  times, 
suit  in  higher  than  average  portfolio  turnover  and  increased  trading  expenses,  and  may  generate  higher  short-term  capital  gains.  Investment  strategies 
at  emphasize  particular  market  segments  or  fewer  securities  tend  to  increase  the  total  risk  of  an  investment  (relative  to  the  broader  market). Each  of  these 
I  nds  is  exposed  to  foreign  investments  risk. Consult  each  Fund's  prospectus  for  additional  information  on  these  and  other  risks. 


Wells  Fargo  Funds  Management,  LLC.  All  rights  reserved. 
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How  They  Make  It 


Analog 
Vision 

For  $800  you  can  get  a  Leica  compact 
digital  camera  with  8.4  million  pixels  of 
precision.  Another  $3,000  can  buy  you 
the  latest  model  in  the  Leica  M  series  of 
film  cameras,  sold  since  1954.  Leica,  a 
1 57-year-old  German  firm  whose 
camera  division  went  public  in  1996, 
makes  its  old-style  technology  into  a 
selling  point.  The  1,500  parts  in  an  M7 
35mm  viewfinder  camera  are 
assembled  entirely  by  hand.  The 
"handcrafted"  selling  proposition  saved 
the  Swiss  mechanical  watch  industry; 
maybe  it  will  keep  the  Leica  M7  going 
into  the  era  of  gigapixels. 
By  Amanda  Schupak 


PHOTOGRAPHED  WITH  A  CANON  EOS-IDs  MARKII 

BY  HEINER  MUELLER-ELSNER  /  FOCUS  /  CONTACT  PRESS  IMAGES 

FOR  FORBES 


The  main  Leica  factory,  which  turns  out  15,000  cameras  a  year,  is  in 
the  quaint  town  of  Solms,  40  miles  north  of  Frankfurt. 
ABOVE:  Red  lacquer  completes  a  logo  on  the  brass  top  plate. 
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f'S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE. 
tP  COLOR  LASERJETS  STARTING  AT  $399. 

makes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These  come 
5twork-ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 
mer.  And  best  of  all,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
srvice  and  Reliability  for  14  straight  years.  Brilliantly  Simple. 


FASTEST 

HP  Color  LaserJet  3800n. 
Up  to  22  pages  a  minute. 
There's  no  deadline  it  can't  meet. 

$999. 


n  v  e  n  t 


FASTER 

HP  Color  LaserJet  3600n. 

Up  to  17  pages  a  minute.  A  great 

fit  for  a  growing  business. 


■  $699. 
FAST 

HP  Color  LaserJet  2600n. 
Up  to  8  pages  a  minute. 
More  affordable  than  ever. 

$399. 


o  learn  more  or  see  special  offers,  visit  hp.com/go/colorprinter. 
Call  1  -800-888-3119.  Visit  your  reseller  or  retailer. 


LEADING  COMPANIES  IN  THE  WORLD 


Chips  And 

Biryani 

How  one  U.S.  tech  company  builds 
business  by  arming  the  offshorers  of  India. 
By  Elizabeth  Corcoran 


MICHAEL  FISTER  HAS  COME  TO  INDIA  NOT  TO  SAVE  MONEY 
but  to  make  money.  He  has  seen  opportunity  budding  at 
Beceem  Communications,  a  young  chip  design  company 
tucked  into  a  few  floors  of  a  building  in  a  bustling  residential 
area  of  Bangalore.  He  has  watched  it  surge  at  Wipro,  one  of 
India's  outsourcing  giants.  And  Fister  has  spotted  a  burst  of  opportunity  at 
MindTree,  an  R&D  and  consulting  firm  that  is  building  a  15-acre  campus  west  of 
downtown  Bangalore,  a  few  kilometers  away  from  streets  choked  with  shanties. 

Fister  runs  Cadence  Design  Systems,  a  $1.3  billion  (sales)  vendor  of  software  and 
systems  for  chip  design  and  testing.  Consumers  shopping  for  a  cell  phone  or  a  hand- 
held video  player  wont  encounter  Cadence,  but  without  Cadence  the  gadget  they 
want  might  not  exist.  Now  Cadence,  in  San  Jose,  Calif,  aims  to  fuel  the  next  wave  of 
offshoring,  one  that  takes  not  just  the  help  desk  but  the  engineering  department  abroad. 
Cadence  sells  its  tools  throughout  the  world.  But  while  China  is  fast  becoming  the 
worlds  manufacturing  center,  India  is  using  its  expertise  in  software  to  leap  into  the 
next  innovative  zone:  designing  chips. 

"We  want  to  be  part  of  the  world  as  it  grows  and  to  tap  the  passion,  intelligence 
and  pride  of  people  building  these  new  markets,"  Fister  says.  Cadence  got  an  early 
start  in  India,  opening  a  development  office  in  1987,  the  same  year  it  was  founded. 
Now  it  employs  900  there.  Revenues  are  still  modest.  Asia  (excluding  Japan)  accounted 
for  only  9%  of  Cadences  sales  last  year,  but  India's  share  is  growing:  The  firm  has  160 
chip  design  clients  there,  up  from  15  in  1998. 

So  far  Bangalore,  India's  high-tech  city,  has  been  home  to  most  of  the  country's 
chip-design  companies.  But  another  flavor  of  biryani,  the  famed  rice  dish  of  southern 
India,  is  on  the  rise:  In  February  a  government-industry  consortium  picked  Hyder- 
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More's  Company 

A  growing  number  of  companies  are  making  big  footprints  in  the  Indian  chip-design  community. 


Chip-industry  workers 


Market  cap  (Sbil) 


Worldwide  revenues  ($bi| 


Intel  l 

2,500  Intel 

$115  Intel 

$49.4 

Texas  Instruments 

STMicroelectronics 

1,525 

Texas  Instruments 

$13.4 

Texas  Instruments 

V        ^  1,200 

Broadcom 

$22.8 

STMicroelectronics 

58.9 

Wipro 

1,200 

Wipro 

$19.7 

Broadcom 

$2.7 

Cadence  | 

900 

STMicroelectronics 

$16.4 

Nvidia 

$2.4 

Synopsys 

450 

Nvidia 

$9.0 

Wipro 

$2.2 

Nvidia 

236 

Cadence 

$5.0 

Cadence 

$1.3 

Broadcom 

200 

Synopsys  $3.1 

Synopsys 

$1.0 

India's  Rising  Chips 

India  is  betting  on  local  companies  to  design  and  build  more  chips, 
plus  more  electronics  equipment  in  coming  years. 


Company 

2005  2010 
(Sbil)  (Sbil) 

2005  2010 
(thou)  (thou) 

Chip  design 

$3.25 

$14.4 

75 

286 

Chip  manufacturing 

0 

1.5 

0 

7.7 

Electronics  equipment1 

11 

58 

445 

1,500 

'Like  cell  phones.  Sources:  India  Semiconductor  Association;  Frost  &  Sullivan  report 


abad  as  the  spot  for  India's  first  chip-assembly-and-testing  facility. 

Offshoring  chip  design  promises  to  turbocharge  business,  letting 
companies  produce  more  products  quicker  than  ever  before,  and  at 
low  prices.  Imagine  it  and  India's  tech  wizards  will  design  it,  then  Chi- 
nese factories  will  churn  out  the  chips  for  it:  Its  just-in-time 
invention. 

U.S.  companies  can  leverage  this  system  rather  than  fear  it. 
Every  new  chip  is  the  basis  for  a  score  of  devices;  every  device 
sparks  ideas  for  a  host  of  software  applications.  "You  build  a  foun- 
dation around  semiconductors,"  notes  Fister.  "Then  you  can  build 
industries  around  it." 

Fister,  51,  has  seen  this  multiplier  effect  before.  A  lean  man  with 
a  taste  for  racing  bikes  and  geeky  technology,  he  spent  17  years  at 
Intel.  He  helped  Intel  segment  the  Pentium  into  the  troika  of  Xeon 
(high  end),  Celeron  (low  end)  and  Pentium  classic,  a  move  that  drove 
up  profits  and  held  competitors  at  bay.  He  was  an  early  advocate  of 
starting  a  research  lab  for  Intel  in  India.  Intel  committed  itself  to 
chip  design  in  Bangalore  in  2002;  it  has  2,500  workers  there  now, 
and  they  have  made  significant  contributions,  most  notably  to  Intel's 
portfolio  of  mobile  technologies. 

To  build  business  in  India,  Cadence  has  spent  years  working  with 
government  and  industry.  The  company  has  become  a  big  supporter 
of  the  fledgling  India  Semiconductor  Association,  which  hosted  its 
first  conference  in  February.  Last  year  Cadence  trained  more  than 
2,000  students  and  engineers  in  India  to  use  its  tools.  The  company 


offers  payment  schemes  that  let  small  outfits  pay  for  its  tech 
nology  as  their  work  brings  in  revenues.  Fister  has  alsc 
pushed  the  idea  of  packaging  Cadence's  tools  into  "kits"  witt 
such  themes  as  wireless  networking  or  consumer  electron 
ics,  to  better  fit  the  projects  its  customers  are  tackling.  Fisn 
ter  delivers  the  goods  himself,  visiting  even  tiny  companiej 
to  listen  to  their  plans  and  offer  ideas  of  how  Cadence  cari 
help  them  grow 

On  a  recent  February  morning  in  Bangalore  Fister  ar-< 
rives  in  a  hired  Mercedes  at  the  door  of  two-and-a-half* 
year-old  Beceem  Communications,  located  in  a  busy  resn 
idential  area  that's  fast  turning  into  a  business  zone.  Beceem 
works  on  chips  that  provide  high-speed,  wireless  Internet  access 
for  mobile  devices. 

"We're  always  interested  in  the  most  cutting-edge  work,"  Fisteil 
tells  Beceems  managing  director  Raj  at  Gupta,  while  admiring  the 
upstart's  first  coup:  a  modem  that  can  deliver  Internet  data  to  a  lap- 
top at  1 5  million  bits  per  second  even  in  a  car  moving  up  to  60mph. 
Beceem  and  its  partners  lashed  together  the  device  in  under  a  year, 
"We  have  about  40  people  here  doing  chip  design  and  another 
40  doing  software  development,"  Gupta  tells  Fister,  leading  himi 
briskly  through  a  large  room  with  yellow  walls  and  green  trim,  filled 
with  cubicles.  Beceem,  which  means  "wireless"  in  Persian,  is  an  in- 
ternational hybrid.  Although  most  of  its  engineers  work  in  India,, 
senior  management  and  40  engineers  who  specialize  in  radio-fre- 
quency technology  are  in  Santa  Clara.  Most  of  its  more  than  $30 
million  in  venture  funding  has  come  from  the  U.S.  (Intel  and  Sam- 
sung are  big  investors,  too.)  Its  first  customers  are  in  Asia. 

India  has  built  up  expertise  in  the  design  of  analog  circuits,  those 
that  massage  smoothly  varying  signals  (like  the  music  from  a  speaker). 
Analog  happens  to  be  a  Cadence  strong  suit.  Five  years  ago  only  a 
few  multinational  tech  companies  could  rely  on  engineers  in  a  far- 
away land  to  handle  chip  design,  but  better  telecommunications  and 
automated  design  tools  have  changed  that  picture. 

At  10:30  a.m.  in  Bangalore  a  handful  of  engineers  are  hunkered 
down  in  their  cubicles,  staring  at  circuit  diagrams  on  their  computer 
screens.  U.S.  companies  prize  high-walled  cubicles  for  privacy.  Here 
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You've  always  understood  what  it  takes  to  get  your 
Company  tO  the  top,  and  it's  not  an  elevator. 


MANAGING  CASH 


STRATEGIC  ADVICE 


COMMERCIAL  FINANCING 


RAISING  CAPITAL 


Thatthejoy  of  outperforming  your  competition 

rises  from  the  challenge  of  outdoing  yourself. 


That  the  best  way  to  make  your  company  stand  out  is  by 
never  holding  anything  back. 


You've  always  had  an  acute  sense  of  what  it 
takes  to  move  your  company  forward. 


Which  is  the  reason  you  trust  a  bank  that 

thinks  in  the  same  direction. 


When  it  comes  to  leading  your  company,  you  know  that  the  top  of  the 
heap  is  never  arrived  at  via  the  middle  of  the  road.  Fortunately,  that 
goes  for  choosing  a  Pank,  too.  That's  why  more  and  more  decision 
makers  like  you  are  deciding  on  KeyBank  for  the  industry  knowledge, 
insight  and  innovative  thinking  needed  to  help  your  companies  move 
in  the  right  direction.  Which,  in  your  case,  would  be  forward. 


Achieve  anything.  

Call  1-800-KEY6070,  or  visit  Key.com/corporate 


KeyBank 


All  loans  subject  to  credit  approval.  Key.com  is  a  federally  registered  trademark 
of  KeyCorp. 

©2005  KeyCorp 
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the  walls  are  lower,  encouraging  engineers  to  lean  over  the  partitions 
and  brainstorm. 

Gupta  reaches  a  series  of  workbenches  covered  with  electronic 
test  equipment  and  picks  up  a  printed  circuit  board  the  size  of  a 
short  stack  of  index  cards.  "Here's  our  first  modem,"  he  says,  one 
for  mobile  WiMax.  WiMax  is  hot:  At  least  350  companies  have 
signed  on  to  the  broad  technology  standard.  Korea  and  India  plan 
to  roll  out  the  technology  this  year.  "There's  not  enough  copper  in 
all  the  world  to  connect  everyone  in  India  to  the  Internet,"  Gupta 
says.  "That's  why  we  think  this  technology  is  so  promising." 

Beceem  develops  mobile  WiMax  reference  designs  and  analog- 
radio  chip  sets  for  customers  that  piece  together  those  components 
and  processors  to  build  handsets,  modem  cards  and  such.  Beceem 
engineers  were  working  on  their  designs  last  spring  when  they  got 
a  call  tioii)  a  Korean  electronics  maker  that  wanted  to  show  WiMax 
at  an  Asian  economic  conference  in  Korea  in  November.  Would 
Beceem's  chip  design  be  ready? 

Beceem  said  yes,  and  Cadence  engineers  flew  from  Noida  down 


to  Bangalore  to  help  Beceem  work  through  the  nuances  of  using 
the  design  tools  (and  fiddle  with  the  tools  to  make  them  solve  i 
knotty  WiMax  challenge).  After  a  string  of  18-hour  days  Beceerrj 
finished  its  design  in  early  July.  A  Taiwanese  chip  foundry  made 
the  chips.  Tessolve,  another  U.S.-India  hybrid,  which  set  up  a  test- 
ing company  last  year,  ensured  that  the  chips  worked.  The  demC 
at  the  conference  in  Korea  wowed  the  crowd. 

Now  Gupta  wants  even  smoother  ways  for  Beceem  engineers 
in  the  U.S.  and  India  to  synch  up  their  contributions.  "It  would  be 
impossible  to  have  our  whole  team  in  one  place,"  he  declares.  His 
reason  is  echoed  by  others  across  India:  Development  strictly  in 
the  U.S.  is  expensive;  development  strictly  in  India  is  hard  to  man- 
age and  to  keep  on  schedule. 

"When  I  was  at  Intel,"  Fister  tells  his  Indian  host,  "I  used  to  think 
that  tool  companies  just  sold  you  a  package  and  then  said,  'You're 
on  your  own.'  We've  cut  out  those  yo-yos."  He  pledges  to  keep  Ca- 
dence engineers  working  with  Beceem  to  make  the  tools  bridge 
the  geographic  distances. 


Tl  SEEDS  IT 


Texas  Instruments  was  the  first  international  chip 
company  to  open  an  office  in  India  when  it  set  up 
there  in  1985.  Some  2,500  people  applied  for  jobs;  Tl 
hired  16  and  put  them  to  work  in  Bangalore.  Oxen  helped 
haul  equipment  to  the  new  office. 

Twenty-one  years  later  Tl  India  has  blossomed  into  a 
formidable  1,200-person  research-and-development  team  and 
local  celebrity.  A  leading  Indian  television  quiz  show  recently 
asked:  "What  was  the  first  digital  signal  processor  designed  in 
India?"  Contestants  vied  for  a  chance  to  shout  the  answer: 
"Ankoor!" 

In  two  decades  Tl  India  has  trained  dozens  of  engineers  to  be 
managers.  Now  some  of  them  are  launching  their  own  firms, 
and  the  welter  of  castoffs  is  great  news  to  the  company  they 
quit:  They  build  the  software  and  circuits  that  help  other 
companies  make  use  of  Tl  chips. 

In  December  Ti  rolled  out  DaVinci,  a  powerful  new  platform  of 
digital  signal  processors.  Developing  it  took  a  multiyear  effort 
by  Tl-ers  around  the  world.  India  contributed  much  of  the  soft- 
ware and  systems  technology  for  these  chips,  which,  at  a  cost 
of  up  to  $35  apiece,  can  be  the  brains  of  videophones,  video 
security  systems  and  other  devices. 

Five  weeks  after  DaVinci  appeared,  a  company  called  Ittiam 
Systems  was  showing  off  a  working  Internet  phone  based  on 
DaVinci  at  the  Consumer  Electronics  Show  in  Las  Vegas. 
Ittiam's  inside  track?  It's  a  five-year-old  Bangalore  software 
firm,  founded  by  five  Tl  India  aiumni,  including  Srini  Rajam, 
who  in  1995  became  the  first  Indian  managing  director  of 
Tl  India. 

Rajam  was  among  Tl  India's  original  team  of  16.  By  2001  the 
itch  to  run  his  own  show  was  too  great.  The  name  "Ittiam"  is 
an  amalgam  of  the  first  letters  from  the  Rene  Descartes  state- 
ment: "i  think,  therefore  i  am."  "It  tells  our  message,"  Rajam 


Got  milk?  It  took  at 
least  one  ox  to  open 
Tl's  India  office  in 
Bangalore  in  1985. 
Today  Tl  is  bovine-free. 

says.  "Our 
thoughts  will  lead 
to  our  destiny." 

Ittiam  builds  work- 
ing prototypes  based  on  digital  signal 
processors  such  as  those  from  Tl.  Ittiam  doesn't  worry  about 
design  niceties  such  as  color  or  styling.  It  simply  shows  off  every 
muscle  of  a  new  chip — how  well  it  supports  three-  or  four-way 
videoconferencing  and  how  it  can  capture  and  play  back 
speech.  Customers  such  as  Sony  and  Microsoft  can  cherry-pick 
the  features  they  want  in  their  products.  What  goes  into  their 
shopping  carts:  Tl's  chips  and  Ittiam's  software  for  gluing  system 
elements  together. 

By  late  March  Ittiam  was  already  in  discussions  with  an 
equipment  maker  keen  to  license  the  technology.  But  it 
offers  a  payoff  for  Tl,  as  well.  "No  one  wants  to  see 
employees  leave,"  says  R.  Gregory  Delagi,  a  Tl  vice  president, 
"but  we're  doing  more  than  R&D.  We're  building  a  big 
ecosystem  in  India."  — E.C. 
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Sources:  Telecom  Regulatory  Authority  of  India;  ISA-Frost  S  Sullivan;  Puravankara  Projects;  Government  of  India;  McKinsey  Global  Institute; 

Indian  Institute  for  Horticulture  Research. 

On  another  day  in  Bangalore  security  guards  halt  Fister's  car 
just  outside  gates  that  separate  the  Wipro  campus,  with  its  man- 
icured lawns  and  quiet  pond,  from  the  dusty  outside  world  of  con- 
struction zones.  The  company  started  in  1945  as  Western  India 
Vegetable  Products  Ltd.  A  few  decades  later  it  had  leaped  into  tech- 
nology and  outsourcing.  A  third  of  Wipro's  $2.2  billion  in  annual 
revenue  comes  from  R&D  services  it  provides  to  makers  of  high- 
tech gear.  Of  its  52,000  employees,  1,200  work  on  circuit  designs 
for  more  than  180  customers  in  25  countries.  Wipro  doesn't  man- 
ufacture final  products  (one  notable  exception:  PCs  for  the  Indian 
market).  But  it  does  everything  else. 

"It's  like  we're  a  hundred  product  companies  in  one,"  A.L. 
Rao,  Wipro's  chief  operating  officer,  tells  Fister,  as  lieutenants 
from  Wipro  and  Cadence  settle  into  chairs  at  a  long  polished 
table.  Waiters  glide  into  the  room  with  silver  trays  of  sodas,  bis- 
cuits and  hot,  sweet  coffee. 

Vasudevan  Aghoramoorfhy,  a  Wipro  vice  president,  displays  a 
schematic  of  a  product  development,  from  concept  to  chip  design 
to  support  for  the  final  product.  "Seventy  to  eighty  percent  of  our 
work  gets  done  in  the  middle,  in  the  development  phase,"  Agho- 
ramoorthy  points  out.  Wipro's  fastest-growing  area:  testing  every- 
thing from  circuits  in  development  to  final  products. 

Testing  is  a  subtle  art,  one  that  is  going  virtual.  Engineers  can 
create  a  model  of  how,  say,  a  cell  phone  or  advanced  graphics  proces- 
sor should  work  and  test  it  by  simulating  the  systems  (say,  "push- 
ing" virtual  buttons)  hundreds  of  times.  But  such  is  the  complex- 
ity of  these  systems  that  even  the  fastest  general  purpose  computers 
cannot  test  all  the  billions  of  possible  combinations  of  hardware 
and  software  interactions  that  a  cell  phone  or  graphics  chip  may 
encounter.  Put  it  this  way:  These  days  chips  cannot  keep  up  with 
their  own  brainpower. 

Cadence's  twist  has  been  to  add  the  elegance  of  inductive  rea- 
soning. Along  with  its  specialty  hardware  engine,  Palladium,  Ca- 
dence adds  mathematical  techniques  that  prove  the  validity  of  chip 
designs.  "I'll  tell  you  what,"  Fister  says,  leaning  on  the  table.  "I'll  let 
you  try  out  the  latest  Palladium  for  a  month.  After  you  get  to  know 
how  to  use  it,  I  bet  you're  going  to  realize  how  fantastic  it  is." 

One  drawback:  The  math -intensive  nature  of  Cadences  latest 
tools  forces  engineers  to  relearn  how  to  do  testing.  But  Fister  knows 
Indian  engineers  are  often  game  to  try  new  approaches,  provided 
they  pay  off.  Wipro's  Rao  likes  Fister's  overture,  and  a  deal  is  set 
into  motion. 


Fister's  last  stop,  at  the  end  of  a  weeklong  road  trip  that  began  in 
Europe,  is  at  MindTree  Consulting,  a  seven-year-old  firm  with  3,500 
employees.  Road  fatigue  is  taking  a  toll;  at  lunch  Fister  skips  an  elab- 
orate buffet  of  Indian  delicacies  in  favor  of  a  ham  sandwich.  The  50- 
minute  drive  to  MindTree  from  downtown  Bangalore  shows  India's! 
many  facets,  from  a  smooth  modern  highway  flyover  to  side  streets 
jammed  with  blacksmiths,  sweetshops,  street  vendors  hawking  bright 
flower  garlands,  people  waiting  for  dusty  buses  and  cattle. 

MindTree  was  founded  by  ten  people  who  had  already  had  suc- 
cessful careers  elsewhere.  (Half  are  former  Wipro  executives.) 
MindTree  wants  to  be  an  "aspirational  company,"  Subroto  Bagchi,, 
the  chief  operating  officer,  tells  Fister. 

Every  employee  holds  equity  in  the  privately  held  company,, 
which  raised  $24  million  in  funding,  mosdy  from  U.S.  venture  cap- 
italists. MindTree's  logo  was  designed  by  a  child  afflicted  with  cere- 
bral palsy.  ("It  shows  we  believe  there  is  much  we  can  learn  from 
everyone,"  Bagchi  says.)  The  company  hosts  lectures  by  people  from 
diverse  backgrounds — dancers,  astronauts  and  authors — aiming  to 
"break  the  engineering  mindset,"  he  says. 

"Ten  years  ago  clients  would  just  ask  'How  many  C++  pro- 
grammers do  you  have?'"  Bagchi  says.  "Today  we're  getting  asked 
to  help  design  a  concept.  We're  not  just  saving  money  for  cus- 
tomers— we're  creating  value." 

Fister  gets  recharged  by  hearing  this.  Like  MindTree,  Cadence 
wants  to  help  its  customers  not  just  build  products  but  deepen  their 
expertise  in  new  areas,  he  asserts.  MindTree  executives  nod.  In  2004 
a  Korean  customer  asked  MindTree  to  develop  a  lithium-ion  bat- 
tery charger  for  cell  phones,  a  device  that  required  expertise  in  mixed- 
signal  and  analog  design  that  MindTree  lacked.  Cadence  helped 
out,  Bagchi  says,  both  by  helping  MindTree  engineers  learn  to  use 
the  right  design  tools  and  by  making  the  wares  available  in  a  pay- 
as-you-go  program.  Eight  months  later  MindTree  delivered  the  bat- 
tery charger — and  had  built  a  new  set  of  skills  in  a  booming  area. 
"We  couldn't  have  made  it  Without  Cadence,"  Bagchi  says. 

Now,  as  Fister  tours  the  MindTree  labs,  he  suggests  that  Cadences 
tool  kits  can  help  MindTree  sharpen  its  skills  and  add  to  its  intellec- 
tual property  in  radio  frequency  design.  MindTree's  executives  are 
intrigued.  The  kits  could  speed  up  their  development  time.  A  month 
later,  they  decide  to  try  out  one  of  the  Cadence  kits. 

As  Fister  sees  it,  the  deal  is  another  brick  in  the  emerging  In- 
dian semiconductor  economy.  "Its  about  building  a  foundation," 
Fister  says.  "You  don't  have  to  reinvent  everything." 
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Offshoring  The 

Offshorers 

Never  mind  India.  For  outsourcing,  China,  Hungary, 
the  Czech  Republic,  Brazil  and  Mauritius  are  open  for  business. 
By  Kerry  A.  Dolan 

INDIA  REAPED  NEW  FORTUNES  IN  ITS 
recent  rise  as  an  outsourcing  pow- 
erhouse. But  now  India  hears  foot- 
steps: China,  the  Philippines,  Hun- 
gary, the  Czech  Republic  and 
several  Latin  American  countries  are  lur- 
ing offshore  outsourcing  jobs  as  well.  The 
surprise:  Some  of  India's  offshoring  giants 
are  offshoring  themselves,  fueling  the  next 
round,  and  U.S.  firms  are  joining  in. 

Indian  outsourcer  Tata  Consultancy 
Services  has  opened  offices  in  Budapest, 
Hungary  and  Hangzhou,  China.  Last  year 
it  acquired  a  1,300-empioyee  outsourcer 
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in  Chile,  and  it  plans  to  add  1,500  to  the 
485  people  at  its  Brazil  arm.  "Several  years 
ago  we  decided  the  India-centric  model 
had  to  change.  We  needed  to  offer  seam- 
less delivery  from  around  the  globe,"  says 
Subramanian  Ramadorai,  chief  executive. 

TCS  rival  Infosys  Technologies  set  up 
shop  in  Shanghai,  Mauritius  and  two 
Czech  cities,  Prague  and  Brno.  A  third  big 
Indian  player,  Wipro,  has  new  offices  in 
Shanghai  and  Beijing  and  plans  to  open 
soon  in  Bucharest,  Romania. 

U.S.  firms  are  expanding  beyond 
India,  too.  Call-center  giant  Convergys 


recently  opened  offices  in  Dubai  and 
Budapest.  IBM  Global  Services  is  adding 
staff  in  China,  Hungary,  the  Czech 
Republic  and  Brazil.  And  Accenture  is 
adding  staff  in  the  Philippines,  China,  Slo- 
vakia and  the  Czech  Republic. 

In  the  1980s  outsourcers  in  India  did 
low-rung  jobs  such  as  data  entry  and  some 
software  development.  In  the  1990s  they  ex- 
panded by  doing  larger  software  projects  and 
by  taking  over  whole  IT  systems  and  back- 
office  functions  such  as  accounting  for  U.S. 
and  European  corporations.  Now  they  draw 
a  bead  on  more  sophisticated  services — en- 


'HILIPPINES 


Talk  about  arrows: 
Indian  outsourcer  Tata 
Consultancy  Services  opened 
offices  in  Budapest,  Hungary  and 
Hangzhou,  China  and  last  year 
acquired  a  1,300-employee 
outsourcer  in  Chile.  It  plans  to  add 
1,500  to  its  Brazil  arm.  Tata  rival 
Infosys  Technologies  set  up  shop  in 
Shanghai,  Mauritius  and  two  Czech 
cities,  Prague  and  Brno. 
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gineering,  research  and  development,  and  de- 
signing auto  parts,  sections  of  aircraft  wings 
and  chips  for  wireless  services.  Other  coun- 
tries are  moving  up  the  ladder,  too.  SPI  Tech- 
nologies, a  firm  in  the  Philippines,  is  hiring 
lawyers  and  law  professors  to  do  analysis  for 
a  large  U.S.  legal  research  outfit. 

The  global  expansion  is  here  to  stay. 
Spending  on  offshore  information  tech- 
nology services  will  nearly  triple  in  six 
years  to  approach  $60  billion  by  2010,  says 
research  firm  Gartner.  Engineering  design 
"will  be  the  next  big  wave  of  global  sourc- 
ing  options"  in  manufacturing,  the  firm 
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Uruguay  and  Chile— will  grow  by  25%. 

Tata's  Indian  rivals,  Infosys  and  Wipro, 
are  in  China,  too.  Infosys  has  hired  360 
people  in  Shanghai  and  plans  to  employ 
6,000  in  the  country  in  five  years  or  less.  It 
is  opening  a  campus  in  Hangzhou  to 
accommodate  the  expansion.  Wipro  has  a 
hundred  people  in  Shanghai  and  Beijing 
and  also  plans  to  expand. 

Moving  up  the  development  chain, 
Tata  Consultancy  and  Infosys  have 
designed  and  manufactured  parts  of  Boe- 
ing and  Airbus  aircraft  wings  in  India,  and 
Tata  does  design  and  drafting  work  from 


Globe-trotting  outsourcers  seek  to 
build  a  "global  delivery  model," 


says,  predicting  that  spending  on  out- 
sourced R&D  and  engineering  will  grow 
tenfold  in  the  same  period. 

More  broadly,  offshore  employment  in 
IT,  banking  and  six  other  areas  will  have  dou- 
bled between  2003  and  2008  to  1.2  million 
jobs,  says  McKinsey  Global  Institute. 

The  globe-trotting  outsourcers  seek  to 
build  a  "global  delivery  model."  U.K.  telecom 
giant  BT  (formerly  British  Telecom)  out- 
sourced its  human  resources  tasks  in  38 
countries  last  year  to  Accenture,  which  han- 
dles the  work  from  offices  in  the  U.S.,  the 
U.K.,  India  and  the  Czech  Republic.  Dutch 
bank  ABN  Amro  in  September  signed  a  $2.2 
billion  deal  to  outsource  its  IT  operations  to 
five  companies.  One  of  them,  Tata,  won  a 
$260  million  pact  to  support  some  ABN 
Amro  software  applications  and  planted  em- 
ployees in  Mumbai,  Bangalore,  Budapest, 
Luxembourg  and  Campinas,  Brazil  to  work 
on  the  project. 

Tata  in  2002  opened  an  office  in 
Hangzhou,  where  it  employs  350  people 
and  plans  to  quadruple  the  staff  within 
three  years.  Last  June  it  signed  a  deal  with 
Microsoft  and  an  arm  of  the  Chinese  gov- 
ernment to  create  a  software  joint  venture 
that  will  supply  IT  outsourcing  services 
and  employ  5,000  people  outside  Beijing. 
In  eastern  Europe,  where  Tata  employs 
375  people  in  Budapest,  the  firm  expects 
to  add  at  least  1,000  people.  Its  staff  of 
2,100  people  in  Latin  America— Brazil, 


Of fshoring  moves  upstream:  Infosys  and  Tata  Consultancy  now 
do  aircraft  and  automotive  parts  design  in  India  and  China. 


China  for  Canadian  aircraftmaker  Bom- 
bardier. Wipro  runs  a  "lab  for  hire" 
focused  on  telecom  and  broadband  tech- 
nology. It  acquired  a  research  lab  in  India 
from  Swedish  telecom  titan  Ericsson  and 
a  telecom-chip  design  firm  in  Austria. 
This  high-end  development  and  product 
research  accounts  for  36%  of  Wipro's  $2. 1 
billion  in  revenue. 


India  still  is  a  hot  spot.  U.S.  firms  EDS 
Accenture,  Keane  and  Convergys  are  doui 
bling  (or  tripling)  their  outsourcing  staff) 
in  India  in  the  next  few  years.  IBM  says  it) 
too,  is  adding  staff  there.  Even  with  annua 
wage  inflation  of  15%  to  20%,  U.S.  com! 
panies  can  hire  well-educated  Indians  foi 
$10,000  or  less  a  year,  one -fourth  the  cosl 
of  an  entry-level  worker  in  the  U.S. 

Convergys,  traditionally  a  strong  call-cen- 
ter operator,  began  leveraging  the  lowei 
salaries  of  its  Indian  staff  to  sell  products  foi 
a  large  tech  company.  It  racked  up  $1  billion 
in  sales  for  its  customer  in  less  than  two  years; 
"We're  looking  for  the  cost  arbitrage  and  mov- 
ing operations  to  where  they're  most  effec- 
tive," says  Jean-Herve  Jenn,  president  o| 
Convergys'  international  operations.  "We've 
got  to  continue  growing  our  earnings,  and  we 
have  to  be  as  cost-effective  as 
we  can." 

Effective  doesn't  neces- 
sarily mean  cheapest.  A  callj 
center  worker  costs  25% 
more  in  Hungary  than  in 
India,  but  the  higher  pay  is 
for  multilingual  skills  that  In- 
dians don't  have.  From  its 
human  resources  outsourc- 
ing center  in  Budapest,  Con- 
vergys serves  clients  in  15 
countries  and  in  ten  Euro- 
pean languages. 

Companies  are  expand- 
ing worldwide  in  search  of 
top  talent.  "India  is  a  large 
country,  but  we  see  chal- 
lenges growing  in  the  indus- 
try three  to  five  years  down 
the  line,"  says  S.  Gopalakrish- 
nan,  chief  operating  officer  at 
Infosys.  "Today  in  China, 
you're  able  to  attract  some  of 
the  best  people." 

The  result  of  this  global 
shift?  "Better  services  and  lower  costs," 
says  Atul  Vashistha,  chief  executive  of 
NeoIT,  which  advises  companies  on  what 
and  where  to  outsource.  "Five  years  ago 
when  I  called  an  airline,  I  used  to  wait  15 
minutes  for  them  to  answer  my  call,"  he 
says.  In  the  offshoring  era,  with  people  in 
countries  like  Jamaica  and  India  answer- 
ing such  calls,  that  happens  a  lot  less.  F 
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■M|H|  Ml  U>    \   I'MI.NOMhN'AI  START," 

^^^^^T^H  Boeings  new  chief,  W.  James  McNerney  Jr.,  recently 

si7?'  Hi  reassured  .Wall  Street  analysts.  "[It]  could  end  up 

Mfflm  being  the  most  successful  launch  we've  had."  Still 

Wjffl  two  years  away  from  delivery,  the  new  jet  has 

^^^^^  already  copped  386  orders.  So  confident  is 
mls&h  *  '■  McNerney  about  meeting  tight  delivery  deadlines 
that  he  has  boosted  Boeings  earnings  guidance  for  2006  and  2007. 

The  Dreamliner,  as  the  787  is  known,  is  no  ordinary  plane.  Boeing 
is  spending  upward  of  $7  billion  to  build  the  world's  first  jetliner  with 
a  plastic  fuselage,  a  sleek  aircraft  that  will  carry  250  to  330  people, 
cruise  near  the  speed  of  sound  (650mph)  and,  the  company  says,  cut 
fuel  bills  by  20%  and  maintenance  costs  30%.  All  this  for  $130  million 
a  plane— about  the  same  price  as  the  24-year-old  sheet-metal  work- 
horse, the  767,  which  Boeing  is  planning  to  mothball  soon. 

McNerney  is  clearly  hoping  the  new  jet  will  vault  Boeing  (2005 
sales:  $55  billion)  back  into  the  number  one  spot  as  the  world's  leading 
maker  of  commercial  jets.  It  lost  the  title  in  2003,  when  Airbus  Indus- 
trie, selling  fleets  of  A320  variations  to  low-cost  carriers  like  JetBlue, 
captured  a  52%  share  of  the  commercial  jet  market. 

Can  the  Dreamliner  also  erase  Boeing's  recent  string  of  nightmares? 
The  company  is  still  smarting  from  the  contract-for-job  scandal  that 
queered  a  $23  billion  deal  with  the  Air  Force  to  lease  767  tankers  and  sent 
then  chief  executive  Philip  M.  Condit  packing  and  landed  then  chief 
financial  officer  Michael  Sears  in  prison.  Not  to  mention  the  documents 
stolen  from  Lockheed,  resulting  in  the  loss  of  $1  billion  in  space-launch 
contracts.  Or  the  scandalous  end  of  Harry  C.  Stonecipher,  brought  back 
to  clean  up  the  mess  but  forced  out  last  year  over  an  extramarital  affair 
that  violated  the  company's  code  of  conduct.  All  told,  the  shenanigans 
could  cost  Boeing  $500  million  to  $5  billion  in  government  fines. 

The  stakes  are  big  with  the  787.  For  the  first  time  Boeing  is  out- 
sourcing more  than  half  the  structure  of  the  plane,  pieces  of  which  will 
be  manufactured  in  six  different  countries  (see  graphic)— a  truly  global 
effort.  The  Chicago  aerospace  company  is  billing  itself  as  a  systems  in- 
tegrator, the  way  Dell  Computer  integrates  components  into  a  mail- 
order computer.  Except  that  an  airplane  is  trickier  to  put  together. 

_j  Global 

Gam 

Boeing  is  soaring  on  orders  for  its  new  787— a  plane  assembled 
from  across  the  world.  That's  part  of  the  problem.  By  MarkTatge 
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No  one  has  ever  built  a  commercial  airplane  with  a  fuselage 
lade  of  plastic — more  precisely,  carbon  fiber  embedded  in 
ooxy — much  less  tried  to  get  it  certified  as  safe  to  carry  passen- 
ers.  To  keep  to  its  timetable,  Boeing  is  pushing  the  Federal  Avi- 
:ion  Administration  to  apply  the  5,000  standards  accepted  for 
ertifying  aluminum  aircraft  to  its  composite  787  months  before 
ight  testing  begins.  The  FAA  isn't  saying  much  at  this  point, 
ther  than  that  the  787  represents  a  "radical  way  of  building  and 
;rtifying  an  aircraft." 

Boeing  is  confident  of  approval.  Jeffrey  L.  Hawk,  its  director  of 


certification,  says  the  planes  FAA  certification  plan,  spelling  out  every 
point  Boeing  must  meet  to  make  the  787  airworthy,  is  80%  approved 
Hawk  hopes  to  finish  this  process  by  year-end  so  the  company  can 
begin  assembling  the  787  and  conduct  flight  testing  in  fall  2007. 
"Some  of  this  will  probably  have  to  go  out  for  public  comment," 
Hawk  says,  noting  there  could  be  ten  or  so  exceptions,  or  "special 
conditions,"  where  regulations  need  to  be  developed  specially  for 
the  composite  787 — for  example,  dealing  with  protections  against 
lightning  strikes  and  electromagnetic  interference — as  well  as  tougher 
new  maintenance  standards.  In  the  Pandoras  box  of  aviation  ap- 
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proval,  special  conditions  are  opened  up  to 
the  public,  including  rival  Airbus,  for  30  to 
90  days. 

There  have  already  been  delays.  Some 
construction  of  test  models,  scheduled  to 
begin  this  summer,  will  now  start  in  the 
fall.  Boeing  engineers  have  dubbed  the 
project  "7-Late-7,"  explaining  that  the  air- 
craft is  30  to  60  days  behind  because  of 
endless,  if  predictable,  changes  in  design 
and  manufacturing.  Workers  say  the 
debates  can  range  from  types  of  fuselage 
fasteners  to  bits  for  hand-drilling  to  pre- 
vent cracks  in  the  plastic.  Boeing  has  been 
forced  to  take  some  pieces  of  the  project 
back  because  some  suppliers  were  unable 
to  complete  the  engineering  or  procure 
the  parts  by  scheduled  dates.  "Boeing  is 
scrambling,"  says  one  supplier.  And  not 
just  with  its  subcontractors.  "The  biggest 
concern  is  how  Boeing  is  going  to  inte- 
grate all  these  parts  when  they  get  them," 
this  supplier  says. 

Boeing  doesn't  officially  acknowledge 
any  difficulties.  But  its  obviously  worried 
about  bad  news  leaking  to  the  press.  "We 
continue  to  see  reports,"  says  a  recent  e-mail 
sent  to  workers  at  the  Everett,  Wash,  plant, 
where  pieces  of  the  787  will  be  assembled, 
"clearly  based  on  competitive-sensitive 
information  given  to  the  media  by  some 
of  our  employees."  It  warns  that  such 
leaks  carry  "the  potential  to  harm  our 
competitiveness." 


Carbon-epoxy  composites  have  been 
used  for  decades  in  military  fighter  jets,  as  well 
as  race  car  parts,  golf  clubs  and  tennis  rack- 
ets. Commercial  aircraftmakers,  including 
Boeing,  have  built  smaller  sections  of  the  air- 
craft— the  rear  tail  fin,  horizontal  stabilizer  and 
ailerons  among  them — with  composites.  The 
plastics  are  lightweight,  stronger  than  alu- 
minum and  resistant  to  corrosion.  But  experts 
question  their  reliability;  the  constituent  resins 
can  deteriorate  over  time.  Boeing  says  past 


"The  biggest 
concern  is  how 
Boeing  is  going 
to  integrate  all 

I  these  parts."  I 

composites  contained  honeycomb  structures, 
which  led  to  problems.  In  the  787s  case,  says 
Boeing,  the  carbon-fiber  cloth  is  layered,  which 
should  protect  against  delamination. 

In  March  2005  the  FAA  issued  mainte- 
nance directives  on  two  Airbus  planes — the 
A300-600  and  A3 10  flown  by  FedEx  and 
American  Airlines.  The  order  came  after  an 
Air  Transat  A3 10  jet  lost  most  of  its  com- 
posite rudder;  the  plane  landed  safely.  (In 
November  2001  an  A300  crashed  in  New 
York  City  after  its  tail  fin  fell  off,  killing  265 


people.  Investigators  blamed  pilot  error,  n< 
the  rudder.)  Cracks  in  composites  can  fc 
awfully  tricky  to  detect:  Mechanics  mui 
walk  around  tapping  the  laminated  exteric 
of  the  plane  with  a  hammer  to  see  if 
sounds  hollow;  if  so,  the  part  is  replace< 
Ultrasound  can  sometimes  detect  crack 
but  not  always  delamination. 

As  a  result  of  its  near  calamities,  Ail 
bus  has  sworn  off  using  composites  fc 
the  pressurized  parts  of  its  A350  an 
A380.  It  poses  too  many  risks,  says  Klau 
Keller,  who  oversees  Airbus'  engineerin 
and  certification — and  is  more  tha 
happy  to  spread  doubts  about  the  78' 
Proving  a  composite  hull  can  survive 
crash  is  tough,  Keller  explains.  Alu 
minum  absorbs  energy;  polymers  shatte 
into  a  million  pieces. 

Boeing  says  it  is  telling  787  customei 
that  minor  cracks  can  be  patched  up  i 
under  an  hour  with  a  device  that 
spokesman  compares  to  a  tire-repair  kit.  Bi 
engineers  within  the  company  who  wor 
on  such  problems  consider  that  an  oversim 
plification.  "Boeing  is  approaching  repair 
like  it  was  an  aluminum-skin  aircraft,"  say 
one.  "That  simply  won't  work." 

Two  other  trouble  spots  with  plastic: 
lightning  strikes  and  electromagnetic  intei 
ference  from  radar  and  radio  waves.  Light 
ning  strikes  the  average  jetliner  twice  a  yea 
Radar  and  radio  waves  in  the  atmospher 
can  jam  a  jetliner's  communications.  Alu 
minum  planes  have  natural  protection  sine 
sheet  metal  dissipates  the  charge  and  block 
communications  interference.  But  wit] 
composites,  metal  mesh  must  be  added  int 
the  layers  of  plastic  laminate  wrappei 
around  the  fuselage.  That  adds  weight.  (/ 
Boeing  spokesman  says  engineers  are  work 
ing  on  both  problems.) 

Perhaps  the  biggest  challenge  is  to  pu 
all  the  pieces  together.  To  build  the  787 
Boeing  is  relying  on  hundreds  of  supplier 
stretched  across  Europe  and  Asia.  Th 
process  is  so  complicated  that  Boeing  hire< 
a  logistics  company  and  equipped  part 
with  radio-frequency  ID  tags. 

Boeing's  largest  contractors  are  pour 
ing  big  bucks  into  new  factories.  Next  to 
U.S.  Air  Force  base  in  Charleston,  S.C. 
Vought  Aircraft  Industries  has  built 
342,000-square-foot  plant  to  assemble  < 
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chunk  of  the  fuselage.  It  has  also  thrown 
up  a  252,000-square-foot  factory  in  a 
50-50  joint  venture  with  Alenia  Aeronau- 
tica  to  bolt  together  five  of  the  six  barrel 
sections  that  make  up  the  787s  21 -foot- 
diameter  fuselage.  One  piece  is  being 
shipped  from  Grottaglie,  Italy  by  Alenia, 
and  two  more  are  coming  from  Japan. 

Layers  of  carbon-fiber  cloth  impreg- 
nated with  epoxy  will  be  wrapped  around 
a  massive  skeleton,  or  birdcage.  The  black 
cloth  is  stiff  and  tacky,  and  must  be  stored 
at  temperatures  below  zero  degrees 
Fahrenheit  to  prevent  premature  curing. 
Once  the  layup  is  complete,  robots  move 
the  huge  rings  into  a  massive  oven  30  feet 
in  diameter  and  75  feet  deep.  The  parts 
are  cooked  under  pressure  at  up  to  600 
degrees  Fahrenheit.  Once  finished,  the 
barrels  get  shipped  in  a  747  to  Everett, 
along  with  wings  from  lapan  and  a  nose 
cone  from  Wichita,  Kans.  "This  is  huge," 
says  Richard  Aboulafia,  a  vice  president  at 
Teal  Group,  an  aviation  consultancy  in 
Fairfax,  Va.  "Boeing  has  never  outsourced 
to  this  kind  of  level.  They  have  big  techni- 
cal challenges  to  overcome." 

As  well  as  a  so-so  reputation  for 
pulling  off  complex  projects.  In  1999,  in  a 
highly  classified  project,  Boeing  was  hired 
by  the  National  Reconnaissance  Office  as 


u 


Bits  and  pieces:  a  section  of  the  787's  fuselage,  made  of  composites 

lems:  It  couldn't  get  the  sensors  to  work 
properly,  and  the  satellites  weighed  too 
much — making  it  impossible  to  put  more 
than  one  craft  into  a  single  payload.  "Boe- 
ing just  didn't  know  what  it  was  doing," 
says  Loren  B.  Thompson,  chief  operating 
officer  at  the  Lexington  Institute,  a  defense 
think  tank  in  Arlington,  Va.  "They  made  a 
commitment  to  build  cheaper,  lighter 
satellites  without  understanding  the  tech- 
nology." In  2003  the  Air  Force  criticized 
the  satellite  as  having  serious  technical 
problems.  Last  year  the  NRO  yanked  the 
critical  optical  piece  of  the  project  from 


Boeing  has  never  outsourced 
to  this  kind  of  level.  They  have 

big  technical  challenges." 


the  lead  contractor  for  a  new  generation  of 
imaging  satellites.  The  contract  was  worth 
an  estimated  $6  billion  through  2010  to 
Boeing.  The  company  agreed  to  build  a 
fleet  of  12  new  spy  satellites,  half  the  size 
of  existing  ones;  some  would  use  radar  (to 
take  pictures  through  clouds)  and  others, 
electro-optical  cameras  (for  recording 
images  in  clear  weather).  The  new  birds 
would  be  able  to  photograph  a  license 
plate  from  several  hundred  miles  above 
the  earth— with  the  same  resolution  a 
camera  can  achieve  from  4  inches  away. 
Size  and  weight  of  the  satellites  were  key. 

But  Boeing  seriously  underbid  the 
project.  And  there  were  technical  prob- 


Boeing  and  handed  it  to  Lockheed.  (Boe- 
ing will  still  manage  the  less  complex  and 
more  mundane  radar  satellites.)  Today  the 
project  is  $5  billion  over  budget  and  is 
expected  to  cost  as  much  as  $15  billion. 
(Boeing  declines  to  comment,  citing  the 
classified  nature  of  the  project.  A  military 
spokesman  says  that  "a  decision  was  made 
because  of  lack  of  performance  on  a  con- 
tract that  Boeing  was  [in  charge  of].") 

Boeing  badly  needs  a  winner.  It  hasn't 
had  a  new  commercial  jet  for  a  decade.  Its 
aging  wide-bodies  guzzle  gas  and  the  737, 
its  most  popular  plane,  has  been  flying  al- 
most 40  years.  No  mystery  why  Boeing  has 
been  losing  ground  to  Airbus'  snazzy  new 


lineup.  Already  the  78 
accounted  for  more  tha 
a  third  of  the  1,088  com 
mercial  jet  orders  Boein 
booked  last  year.  With 
successful  Dreamline 
Wall  Street  thinks,  Boein 
can  get  its  earnings  pe 
share  up  35%  to  $4.3 
next  year.  By  2010,  ana 
lysts  say,  the  787  could  ac 
count  for  8%  of  EPS. 

That  would  provide 
much-needed  lift, 
Boeing's  defense  busines: 
now  57%  of  revenue  an< 
45%  of  operating  profit 
(before  interest,  taxes,  depreciation  an* 
amortization),  continues  to  lose  steam.  Thi 
Pentagon  is  hitting  all  contractors  hard,  as  i 
moves  to  upgrade,  rather  than  replace,  bi; 
weapons  systems.  In  that  category  ar 
Boeing  workhorses  like  the  FA- 18  Supe 
Hornet  fighter,  the  C- 17  cargo  ship  and  thi 
Apache  and  Chinook  helicopters,  some  o 
which  will  be  phased  out  starting  in  2008 
What's  left?  Ambitious  projects  like  the  U.I 
Army's  future  combat  systems.  Boeing  is  thi 
lead  integrator  on  this  $100  billion  contracl 
over  two  decades,  to  develop  a  family  of  1} 
light,  fast,  manned  and  robotic  air  anc 
ground  vehicles,  all  linked  by  advancec 
communications.  It  hasn't  started  auspii 
ciously.  Last  month  the  Governmen 
Accountability  Office  opined  the  projec: 
would  end  up  costing  $200  billion  and  notec 
that  the  various  contractors  can't  agree  or 
basic  technologies. 

Jim  McNerney,  a  Jack  Welch  disciple 
certainly  knows  aircraft:  He  once  ran  GE: 
jet  engine  unit.  After  losing  the  big  chaii 
to  Jeffrey  R.  Immelt,  McNerney  jumpec 
ship  five  years  ago  to  3M  where  he  firec 
5,000  people  and  slashed  $1  billion.  Bui 
once  there  he  failed  to  fix  systemic  probi 
lem's,  like  getting  Old  Glue  out  of  slower- 
growing  businesses  and  into  faster- 
expanding  ones  like  video  display  and 
med  tech.  With  its  shares  at  a  recent 
$78.39,  or  24  times  trailing  earnings,  BoeJ 
ing  is  riding  high  on  the  promises  of  the 
787.  Staying  airborne  will  be  some  feat.  P 

Additional  reporting  by  Miriam  Gottfried. 
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Verisign  intelligent  infrastructure  at  work. 


Every  day  VeriSign"  intelligent  infrastructure  services  enable  and  protect  all  kinds  of  interactions  over  the 
world's  voice  and  data  networks,  helping  to  drive  a  dramatic  transformation  in  the  way  people  work,  play,  and 
live.  That's  why  today's  global  carriers,  service  providers,  media  companies,  and  portals  are  relying  on  VeriSign 
to  integrate  communications,  commerce,  and  content  into  a  single,  seamless  experience  for  their  customers. 
VeriSign.  Where  it  all  comes  together.™ 
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Download  the  free  white  paper  on  intelligent  infrastructure  services. 


David  Moores  did  a  masterful  job  of  returning  his  Liverpool  Reds  to 
glory  on  the  pitch.  But  his  refusal  to  yield  control  of  the  club  has  led 
to  financial  strains  and  a  decline  in  its  value  |  By  Jack  Gage 

Winner  With 

Losses 
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|N  DECEMBER  2004  DAVID  MOORES, 
chairman  of  and  largest  investor  in  the 

:abled  Liverpool  Reds,  appeared  to  be 
distraught  as  he  addressed  his  soccer 
ream's  board.  Moores  fretted  that  the 
ilnancially  strapped  club  would  have  to 
;;cuttle  plans  for  a  $290  million  stadium. 
;3ut  the  stadium  was  needed  to  bring  in 

•eceipts  the  Reds  needed  to  remain  com- 
I petitive  on  the  pitch  against  much 

vealthier  rivals  like  Manchester  United 

ind  Chelsea. 

"These  past  12  months  have  not  been 

:asy,"  said  Moores  during  the  meeting. 
j'We  are  looking  at  all  roads  to  get  invest - 
pient  into  this  club,  including  offers 
iilready  on  the  table." 

A  full  year  and  a  surprise  Champions 


League  (all-European  tournament)  title 
later,  the  club's  inner  circle  must  have  been 
shocked  to  hear  the  same  sentiments  from 
Moores.  The  team  posted  2005  operating 
losses  (in  the  sense  of  earnings  before 
interest,  taxes  and  depreciation)  of  $2.9 
million  despite  $52  million  in  bonus  rev- 
enue from  European  competition.  We 
estimate  that  the  value  of  Liverpool  fell 
1 1%  in  the  past  year,  to  $392  million. 

How  could  the  finances  be  so  dismal? 
The  club  had  come  to  life  under  new  coach 
Rafael  Benitez  and  such  star  players  as 
midfielder  Steven  Gerrard  and  defender 
Jamie  Carragher.  Entering  last  spring's 
European  competition  a  heavy  underdog, 
it  faced  overhauled  rival  Chelsea  in  the 
Champions  semifinals.  After  dispatching 


"Romans  Army,"  as  the  property  of  Russ- 
ian billionaire  Roman  Abramovich  is 
known,  Liverpool  won  a  come-from- 
behind  upset  of  Italian  powerhouse  AC 
Milan.  It  was  the  fifth  such  title  in  the 
team's  storied  history,  dating  to  1892. 

Following  the  Champions  tourney 
hysteria,  Liverpool's  fan  base  soared  to  18 
million  people  worldwide,  from  just  8 
million  the  year  before,  according  to  Ger- 
man sports  consultant  Sport  &  Markt  AG. 
Besides  collecting  the  bonus  revenue,  a 
record  number  of  visitors  to  the  club's 
Web  site  generated  $1.2  million  last  year, 
1 1  times  2004  Web-related  revenue. 
Moores  has  since  ironed  out  a  contractual 
dispute  with  shirt  sponsor  Reebok,  yield- 
ing a  more  lucrative  six-year  pact  that 
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Liverpool  hero  Steven  Gerrard. 


could  be  worth  $180  million  on  top  of 
another  deal  with  Adidas.  He  also 
extended  the  club's  12 -year  sponsorship 
by  Danish  brewer  Carlsberg,  the  longest- 
running  commercial  partnership  in  Eng- 
land's elite  Premier  League. 

Despite  Liverpool's  rebound  on  the 
pitch,  it  has  taken  Moores'  total  commit- 
ment and  financial  legwork  just  to  keep 
the  lights  on.  The  risky  business  of  selling 
one  player  to  pay  another  helped  the  Reds 
post  an  accounting  profit  in  2005,  but  a 
$115  million  payroll,  at  73%  of  ex-Cham- 
pions League  revenue,  is  too  rich.  Had 
Liverpool  missed  qualifying  for  the  2005 
Champions  bracket,  the  club  very  well 
could  have  been  running  $55  million 
short  of  breath. 

Just  as  in  U.S.  professional  sports,  an 
upset  victory  on  the  field  does  not  end 
financial  difficulty.  (Remember  the 
Florida  Marlins?)  An  undercapitalized, 
small-market  team  like  [  i  -erpool  cannot 
consistently  compete  with  big-city,  rich 
clubs  like  ManU,  Chelsea  or  Arsenal  (also 
of  London)  without  a  modern  stadium. 


"Here  is  a  local, 
successful 
businessman  willing 
to  put  millions  into 
 this  club,"  


The  Reds  pull  in  only  $59  million  from 
stadium  revenues;  ManU  gets  more  than 
double  that. 

With  a  capacity  of  only  45,000,  Liver- 
pool's Anfield  can't  come  close  to  accom- 
modating the  crowds  Manchester  United 
packs  into  its  Old  Trafford  stadium 
(68,000,  expanding  to  76,000  this  year). 
Worse,  Liverpool's  ticket  prices  are  lower. 
Match-day  revenue  contributed  only  27% 
of  total  income  for  Liverpool,  a  far  cry 
from  the  38%  to  42%  seen  at  rivals  ManU, 
Newcasde  United  and  Chelsea. 

Making  matters  worse,  a  new  broad- 
casting agreement  for  the  Premier  League 
will  diminish  fees  paid  out  to  soccer  clubs. 
This  particularly  hurts  Liverpool,  whose 


fans  travel  the  farthest  of  any 
Premier  club  (50  miles  on 
average)  to  home  matches, 
according  to  research 
consultant  SportsWise. 

One  way  to  boost  oper- 
ating income  would  be  toi 
solicit  some  new  equity  cap- 
ital and  invest  in  a  new  sta- 
dium. But  Moores,  who 
owns  51%  of  the  team,  is  not 
enthusiastic  about  diluting 
his  stake.  (He  declines  to  be 
interviewed  on  the  subject.) 

There  is  equity  money  to 
be  had  from,  for  example, 
the  owner  of  the  NFL's  New 
England  Patriots,  Robert 
Kraft.  The  billionaire  has 
reportedly  offered  to 
bankroll  up  to  $100  million 
of  the  proposed  construc- 
tion of  Liverpool's  new  sta- 1 
drum  in  return  for  a  minor- 
ity stake  and  has  even 
hosted  Liverpool  Chief 
Executive  Richard  Parry  at  I 
Foxboro  Stadium  in  the  U.S. 
Who  better  to  have  as  an 
investor  than  Kraft,  who 
pumped  $350  million  of  his 
own  money  into  a  new  sta- 
dium for  a  Patriots  franchise 
he  bought  for  $172  million 
in  1994  and  turned  into  a 
three-time  Super  Bowl 
champion  and  the  third- 
most-valuable  football  team,  worth  $1  bil- 
lion. Kraft  also  owns  the  New  England 
Revolution  of  Major  League  Soccer. 

Prior  to  Kraft,  Thailand's  wealthy 
Prime  Minister  Thaksin  Shinawatra  made 
intimations  that  he,  the  Thai  government 
or  private  Thai  companies  (depending  on 
the  day)  had  interest  in  the  cornered  club. 
But  wrinkles  in  how  a  30%  stake  worth  up 
to  $110  million  would  be  financed  dis- 
solved talks  prematurely.  By  far  Liver- 
pool's most  visible  suitor  has  been  Moores' 
fellow  club  director,  centimillionaire 
British  businessman  Steven  Morgan. 
Boardroom  bickering  spilled  over  once 
again  this  past  February  at  the  club's 
annual  general  meeting  as  Morgan,  now 
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The  Most  Valuable  Soccer  Teams 

Arsenal  rose  the  most  in  value  during  the  past  year  because  prior  to  the  2006-07  season  the  team  will  move  into  a  $700  million  sta- 
dium that  could  increase  its  annual  revenue  by  as  much  as  $60  million.  More  than  $1.5  billion  in  stadium  improvement  subsidies  by 
the  German  government  to  prepare  for  hosting  the  2006  World  Cup  markedly  improved  values  for  Bayern  Munich,  Schalke  04  and 
Bayer  Leverkusen.  Meanwhile,  Juventus  and  Internazionale  Milan  saw  their  values  plummet  due  to  weak  attendance  and  FC  Porto, 
which  won  the  Champions  League  Cup  in  2004,  saw  its  revenues  tumble  when  it  could  not  repeat  its  championship  run. 


Rank 

Club/country 

Current 
value1 
(Smil) 

1-Year  Operating 
change     Revenue    income2  Debt3/ 
in  value      (Smil)       (Smil)  value 

Owner/majority  shareholder 

1 

Manchester  United/England 

$1,373 

10% 

$298 

$82.5 

36% 

Malcolm  Glazer 

2 

Real  Madrid/Spain 

1,012 

10 

334 

30.0 

54 

club  members 

3 

AC  Milan/Italy 

921 

3 

283 

42.5 

0 

Silvio  Berlusconi 

4 

Arsenal/England 

841 

37 

207 

31.6 

74 

Danny  Fiszman 

5 

Bayern  Munich/Germany 

769 

23 

229 

54.4 

0 

Adidas-Salomon  AG 

6 

Juventus/ltaly 

687 

-18 

278 

82.3 

4 

Agnelli  family 

7 

Chelsea/England 

508 

13 

267 

-11.3 

0 

Roman  Abramovich 

8 

Internazionale  Milan/Italy 

504 

-17 

215 

21.5 

NA 

Massimo  Moratti 

9 

Barcelona/Spain 

440 

13 

252 

18.9 

NA 

club  members 

10 

Liverpool/England 

370 

-16 

219 

-2.9 

13 

David  Moores 

11 

Schalke  04/Germany 

324 

10 

118 

27.8 

0 

Veltins  Brewery 

12 

Newcastle  United/England 

302 

-23 

156 

38.3 

33 

Freddy  Shepherd 

13 

AS  Roma/Italy 

263 



5 

160 

31.9 

5 

Sensi  family 

14 

Manchester  City/England 

222 

-15 

109 

6.3 

75 

DM  Makin,  JC  Wardle 

15 

Tottenham  Hotspur/England 

214 

-28 

127 

36.6 

10 

Daniel  Levy 

16 

Olympique  Lyonnais/France 

208 

36 

112 

7.1 

NA 

Jean-Michel  Aulas 

17 

Celtic/Scotland 

196 

-28 

111 

4.5 

18 

Dermot  Desmond 

18 

Valencia/Spain 

195 

NA 

102 

-5.1 

NA 

Juan  Soler 

19 

Bayer  Leverkusen/Germany 

189 

NA 

95 

9.5 

0 

Bayer  AG 

20 

Glasgow  Rangers/Scotland 

187 

-17 

99 

-14.8 

63 

David  Murray 

21 

Ajax  Amsterdam/Netherlands 

171 

35 

81 

23.2 

0 

Vereniging  AFC  Ajax 

22 

Borussia  Dortmund/Germany 

141 

-28 

91 

-64.6 

26 

Norman  Rentrop  Verlag 

23 

Everton/England 

138 

NA 

108 

0.0 

38 

Sir  Philip  Carter 

24 

Aston  Villa/England 

120 

-49 

94 

10.8 

0 

Herbert  D  Ellis 

25 

FC  Porto/Portugal 

106 

-42 

93 

24.3 

59 

club  members 

AVERAGE 

416 

170 

194 

26 

Revenues  and  operating  income  are  for  the  2004-2005  season  and  converted  into  U.S.  dollars  based  on  June  30, -2005  exchange  rates.  'Forbes  estimates  of 
enterprise  values  (market  value  plus  debt)  based  on  past  transactions  and  current  stadium  deal  (unless  new  stadium  is  pending).  Earnings  before  interest, 
taxes,  depreciation  and  amortization.  'Includes  stadium  debt.  NA:  not  available;  not  applicable.  Sources:  Deloitte  &  Touche;  company  documents;  Forbes. 


the  third-largest  shareholder,  contended 
that  Liverpool's  debt  burden  ($47  million) 
meant  he  should  get  a  discount  on  buying 
a  majority  stake. 

As  early  as  2004's  general  meeting,  it 
was  Morgans  wife  who  voiced  her  frustra- 


tion over  spurned  attempts  by  her  hus- 
band to  scoop  up  shares  in  the  club.  "Here 
is  a  local,  successful  businessman  willing 
to  put  millions  into  this  club,"  said  Didy 
Morgan.  "Yet  we  are  still  waiting  by  the 
phone." 


Morgan,  flush  from  a  likely  sale  of  his 
stake  in  a  hotel  group,  may  renew  his 
efforts  to  recapitalize  the  club.  At  some 
point,  if  the  price  gets  high  enough  or  the 
balance  sheet  strained  enough,  Moores 
might  just  take  the  money. 
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Microsoft-  Office  has  evolved.  Have  you? 

After  all,  the  way  we  work  has  changed.  Today, 
information  is  simply  everywhere.  Once  it  leaves 
your  hands,  anything  can  happen.  That's  why 
the  latest  version  of  Microsoft  Office  includes 
Information  Rights  Management  technologies. 
Now  you  can  put  limits  on  the  printing,  copying, 
or  forwarding  of  sensitive  e-mail  and  documents. 
It's  time  to  evolve  the  way  you  work.  Discover 
how  at  microsoft.com/office/evolve 


Your  potential.  Our  passion." 

crosaft 


re  using  Office  2000. 
j Id  we  upgrade? 


Microsoft' 


Office 


5  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  the  Office  logo,  and  "Your  potential.  Our  passion."  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


The  Top  10 

O  David  Beckham 

$32  million-Real  Madrid 
Rumored  to  have  been 
approached  for  Calvin  Klein  deal 
after  it  was  revealed  he  buys  60 
pairs  of  Klein  underwear  a  month. 

0  Ronaldo 

$23  million-Real  Madrid 
Performance  on  the  pitch  has  been 
shaky  lately,  but  he's  still  considered 
key  to  Brazilian  World  Cup  team. 

0  Zinedine  Zidane 

$19  million-Real  Madrid 
Came  out  of  retirement  from  inter- 
national competition  to  help  French 
national  team  at  the  World  Cup. 

O  Ronaldinho 

$14  million-Barcelona 
Recently  had  his  contract 
extended  until  201 0  and  was 
awarded  FIFA  World  Player  for 
a  second  consecutive  year. 

0  Francesco  Totti 

$13.5  million-AS  Roma 
Flashy  forward  promised  a  spot 
on  the  World  Cup  team  despite 
a  broken  leg  earlier  this  year. 

0  Michael  Owen 

$13  million-Newcastle 
Left  Real  Madrid  before  this 
season  to  gain  more  playing 
time  and  a  better  shot  at 
selection  for  the  World  Cup. 

0  Frank  Lampard 

$12.5  million-Chelsea 
Has  played  in  record  1 64 
consecutive  games  in  U.K. 
Premiership  league. 

0  Oliver  Kahn 

$1 1  million-Bayern  Munich 
Has  struggled  on  the  field 
since  being  named  Best  Player 
during  the  2002  World  Cup. 

0  Raul  Gonzalez  Blanco 

$10.5  million-Real  Madrid 
Team  captain  recently  played 
in  his  400th  game  after 
12  years  with  the  team. 

©  Alessandro  Del  Piero 

$10.5  million-Juventus 
Became  club's  alltime  leading 
scorer  this  year  with  1 83  goals. 


EADING  COMPANIES  IN  THE  WORL 


Profiteers  on  the  Pitch 

With  an  estimated  $24  million  in  endorsements  last  year,  on  top  of  an  $8  million  salary,  David  Beckham  retains 
his  title  as  the  world's  highest-paid  soccer  player  for  a  third  year.  But  even  this  poster  boy  may  be  losing  his  luster 
at  age  31:  Vodafone  recently  decided  not  to  renew  his  sponsorship  contract. 

Michael  Stirling  founder  of  agency  Global  Sponsors,  says  the  market  for  individual  player  deals  is  softer  tha\ 
usual  because  the  quadrennial  World  Cup  is  only  a  few  months  away.  "The  stars  of  the  next  four  years  will  be  bor, 
there,"  he  explains.  "The  old  guard  is  coming  of  age,  and  corporations  are  waiting  for  the  new  wave  of  big  stars  I 
be  revealed  before  signing  some  of  the  older  players  to  more  multimillion-dollar  endorsement  deals" 

One  example  is  the  24-year-old  midfielder  from  AC  Milan  known  as  Kakd,  who  does  not  yet  command  a  superstar 
salary  but  has  the  clean-cut,  youthful  appearance  that  sponsors  crave.  All  he  needs  now  is  a  strong  performance  o\ 
the  Brazilian  national  team  this  summer.  Meantime  sponsors  have  focused  more  on  endorsement  deals  with  fa 
teams.  As  a  result  salaries  played  a  more  important  role  in  our  player  rankings  this  year.  — Lesley  Kum] 
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le  standard  commission  rate  on  all  trades  at  the  time  of  the  trades  (plus  all  applicable  options  contract  fees)  and  your  account  will  be  credited  the  standard  commission  rate 
ock  or  options  trade  within  eight  weeks  of  qualifying  (excluding  options  contract  fees).  Accounts  must  be  opened  by  December  31,  2006  to  qualify  for  this  offer, 
m  response  and  account  access  times  will  vary. 

■ties  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
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New  Prince  In 

Old  Europe 


Telecom  Italia's 
Marco  Tronchetti 
has  brought 
Anglo-Saxon 
capitalism  to  an 
inbred  economy. 
But  the  creation 
following  on 
destruction  is  a 
work  in  progress. 
By  Tatiana  Serafin 

IT'S  MONDAY  MORNINC 
and  the  chairman  of  Tele 
com  Italia  is  in  pain.  He1 
broken  a  toe  at  his  week] 
end  ski  lodge  near  St 
Moritz,  but  now  Marco  Tronchett 
Provera  is  back  to  business,  hi 
usual  flurry  of  it,  in  Milan. 

"You  cannot  complain,"  say 
Tronchetti,  58,  gingerly  slipping  of 
his  shoe  to  gain  relief.  "Being  in  ; 
leading  position  is  a  privilege.  Oth 
ers  can  complain  about  you." 

And  they  do,  even  if  you  art 
the  reigning  prince  of  Italiar 
industry.  (His  company  is  numbei 
81  in  the  Forbes  Global  2000.)  Tha 
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week  before,  200  brokerage  analysts  were 
at  headquarters  to  demo  Tel  Italia's  cell 
phone  TV,  but  they  were  just  as  focused 
on  the  company's  lackluster  share  price 
and  whether  it  would  be  takeover  bait  in 
Europe's  current  merger  mania.  Any  such 
talk  is  sure  to  send  tremors  through  Tel 
Italia's  12,000  domestic  suppliers. 

Nothing  comes  without  a  hook  in  Italy, 
today's  "sick  man  of  Europe"  with  its  gaping 
deficits,  political  turmoil  and  next  to  no 
growth.  Tronchettis  visibility  there  is  unri- 
valed—he also  heads  the  Pirelli  Group 
(whose  tire  flagship  is,  with  Fiat,  the  only  big 
Italian  company  to  have  survived  since  the 


1 9th  century)  and  Olivetti,  once  a  typewriter 
standard.  And  his  is  a  leadership  unusually 
infused  with  Anglo-Saxon  capitalism — that 
is,  a  willingness  to  tear  down  subpar  business 
structures  and  invest  in  innovation. 

Stepping  into  Tel  Italia  itself  was 
extraordinary.  Along  with  other  European 
state  telecoms,  the  company  had  floun- 
dered on  high  debt  amassed  by  its  first 
postprivatization  owners  in  the  1990s. 
Using  his  Pirelli  base,  Tronchetti  seized 
the  opportunity,  buying  out  the  first  pri- 
vate management  and  setting  about 
streamlining. 

This  can  be  unpopular  in  a  nation 


IN  WITH  THE  OLD 


One  of  Marco  Tronchetti's  first  projects  at  conglomerate  Pirelli  was  to  revamp  its 
247-acre  industrial  campus  on  the  edge  of  Milan.  The  result  embodies  his  spirit 
of  creative  destruction,  though  with  a  touch  of  the  traditional. 

First  you  see  former  production  plants  (output  has  moved  closer  to  customers) 
converted  to  office  buildings  that  today  serve  as  headquarters  for  Pirelli  Group; 
the  roof  of  the  tallest  building  has  a  helipad  to  ferry  executives  to  the  airport. 
Another  section  of  the  campus  houses  the  main  research  center  of  Pirelli  Labs, 
including  a  clean  room  for  new  technologies  including  nanotech. 

But  in  the  middle  of  these  steel-and-glass  structures  is  a  two-story  former  hunt- 
ing lodge  built  in  1450  for  the  wealthy  Milanese  Arcimboldi  family.  It  passed 
through  several  clans  before  falling  into  Pirelli  hands  and  was  restored  in  1996. 
Today  it  is  used  for  meetings  and  working  lunches.  Tronchetti  attended  a  recent 
pre-board-meeting  lunch  in  the  Ladies  Chamber,  surrounded  by  frescoes  inspired 
by  Florentine  master  painter  Giotto  di  Bondone  that  depict  what  women  did 
when  the  men  went  hunting  (another  room  is  shown  here).  Surveying  the  art,  in 
a  nod  to  the  Pirelli  and  Olivetti  founders,  Tronchetti  says,  "The  history  is  linked 
to  positive  values  that  are  worth  reviving.  The  fascinating  side  of  running  a  com- 


pany is  the  fact  that  the  company  can  last  much  longer  than  your  life. 


-T.S. 


with  some  of  the  strictest  job  laws  in  Ol* 
Europe.  But  he  was  able  to  restructure  hi 
way  to  a  turnaround  at  Pirelli  in  the  1990s 
so  why  not  try  that  at  the  phone  comi 
pany?  Since  swooping  in  five  years  age 
Tronchetti  has  cut  18,000  employees 
lopped  off  $14  billion  of  debt  and  fough 
out  of  losing  deals  in  South  America  an» 
into  a  potentially  winning  position  ii 
Brazil,  over  fierce  incumbent  resistance 
Still,  the  battle  isn't  won,  as  those  stocl 
analysts  reminded  him. 

In  an  Italian  corporate  sector  sufferinj 
from  scandal  (Parmalat)  and  protectionis 
ossification  (the  banks),  Tronchetti  thi 
globalizer  has  inherited  the  mantle  of  Gio 
vanni  Agnelli,  the  late  Fiat  chairmai 
whose  four-decade  reign  coincided  wit! 
Italy's  postwar  industrial  heyday.  Now  it: 
a  new  silver-haired  titan,  a  celebrit] 
attached  to  an  estimated  net  worth  o 
$350  million,  who  graces  the  society  page: 
with  his  Tunisian  third  wife,  Afef  Jnifen, « 
former  model. 

"I  have  long  admired  Tronchett 
because  I  see  his  way  of  being  a  businesj 
leader  is  needed  but  cannot  be  found  tha 
frequently  in  Italy  or  in  Europe  today," 
says  Mario  Monti,  former  Europear 
Union  competition  czar  and  now  presi- 
dent of  one  of  Italy's  few  private  universi- 
ties, Bocconi.  "Tronchetti  has  always  beer 
among  the  business  leaders  calling  foi 
European  integration.  He  has  a  high 
degree  of  pragmatism;  he  calls  for  action 
rather  than  endless  discussion." 

Though  Tronchetti  comes  from  a  promi- 
nent Milanese  family  and  married  into  the 
Pirelli  dynasty  during  his  rise,  he  is  more 
prone  to  cite  his  Bocconi  M.B.A.  and  has 
little  patience  for  peerages  in  business. 
"There  is  no  right  of  succession,"  he  says.  At 
Tel  Italia,  where  he  spends  70%  of  his  work 
time,  he  dives  into  testing  the  new  Internet 
TV  service.  He  preaches  innovative  risk.  His 
goal:  to  persuade  middle  managers,  national 
unions  and  politicians  to  adapt  to  keep  Ital- 
ian businesses  competitive.  "If  the  wind 
changes  a  few  degrees,  you  have  to  tack,"  says 
the  obsessive  yachtsman. 

Last  year  Tronchetti  shifted  course  to 
merge  Telecom  Italia's  wired  and  wireless 
businesses  after  running  them  separately 
to  foster  competition  and  innovation. 
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The  Most  Energetic  City  in  China — SUZHOU 


Dniy  80  kilometers  from  the  metropolis 
Shanghai,  the  city  of  Suzhou  is  home  to 
;)  million  people  within  its  8,488  square 
^meters  at  the  north  latitude  of  31°  19' 
,  the  east  longitude  of  120°37\ 
\Vith  a  history  exceeding  2,500  years, 
icity,  famous  for  its  classical  gardens 

natural  scenery,  remains  at  its  original 

as  in  the  Spring  and  Autumn  Period, 
louble-chessboard  layout  of  "canals 

streets  extending  in  parallel"  and  its 
que  landscape  of  "old-fashioned  houses 

delicate  bridges  hanging  over  flowing 
er"  remain  well  preserved, 
fwenty  years  of  reform  and  opening 
ce  the  city  more  vibrant  and  dynamic 
i  harmonious  blends  of  classic  and 
tern.  In  the  past  five  years,  Suzhou's 
lprehensive  economic  strength  scaled 
'  heights:  its  annual  GDP  rose  by  more 
1  15%,  its  industrial-output  value  by 
o  and  its  general  budget  revenue  by 
/o.  Standing  at  the  forefront  among 
e  and  medium-sized  cities  on  the 
nomic  performance  index,  it  gained 
ignition  as  one  of  the  "Ten  Most 


Energetic  Cities  in  China",  winning  an 
annual  award  in  2004.  All  five  county- 
level  cities  under  its  jurisdiction  were 
listed  among  China's  top  100  counties. 

Since  2001,  its  actual  foreign  invest- 
ment expanded  by  US$18.75  billion, 
bringing  the  accumulation  to  US$48 
billion.  Its  import  and  export  volume 
reached  6 1 .2%,  up  from  44%,  of  Jiangsu 
Province's  total. 

Simultaneously,  the  city's  moderniza- 
tion took  shape.  Focused  on  the  city 
proper  plus  five  county-level  cities  with 
about  10  leading  towns,  projects  aimed  at 
urbanization  and  modernization  have 
accelerated. 

Suzhou  took  the  lead  in  building  a 
well-off  society.  Annual  per-capita 
disposable  income  for  urban  residents  and 
farmers  increased,  respectively  by  14% 
and  8%.  Urban  coverage  of  three  major 
social  securities  exceeded  95%.  In  rural 
areas,  the  coverage  of  old-age  and  medical 
insurance  hit  83%  and  95%  respectively. 
Housing  space  increased  to  30  square 
metres  per  capita,  the  public  green  area  to 
9.8  square  metres,  and  the  comprehensive 
index  of  environmental  quality  to  82. 

On  the  Yangtze  River  Delta,  Suzhou 
ranks  as  a  key  city.  In  2005,  its  GDP 
surged  15.3%  to  RMB  402.65  billion.  Its 
per-capita  GDP  exceeded  US$8,000,  six 
times  the  national  average. 

Today,  Suzhou  awaits,  highly  open,  its 
outbound  economy  prominent  among 
large  and  medium-sized  cities.  In  2005,  it 
ranked  third  for  total  imports  and  exports, 
second  for  utilized  foreign  capital  and  first 
for  newly  registered  foreign  investment.  A 
total  of  16,810  foreign-funded  enterprises 
have  been  established,  with  107  of 
Fortune's  Global  500  having  invested. 

As  a  garden  city,  Suzhou  offers  many 
ancient  scenic  spots.  Nine  of  its  classical 
gardens  appear  in  the  catalog  of  the  World 
Cultural  Heritage,  while  three  ancient 
towns  were  taken  as  candidates.  In  2005, 
the  tourism  sector's  revenue  reached  RMB 
40  billion,  including  US$570  million,  as 
the  city  received  1.5  million  overseas 


tourists  and  36  million  domestic  ones. 

Tomorrow's  Suzhou  will  keep  the 
outbound  economy  as  its  top  economic 
priority: 

•  It  will  join  international  competi- 
tions and  cooperation  at  a  higher  level  and 
in  a  wider  field,  bringing  its  comparative 
advantage  into  full  play  in  the  industrial 
world  while  seeking  common  prosperity. 

•  Adhering  to  China's  promises 
prior  to  WTO  admittance,  Suzhou  will 
further  expand  its  opening  up,  including  in 
finance,  insurance,  tourism,  logistics, 
education,  public  health  and  other  sectors. 

•  While  upgrading  its  local 
industrial  structure  and  productive 
technology,  Suzhou  will  optimize  the  use 
of  foreign  investment  by  improving  the 
relevant  policy,  aiming  at  lower  resource 
consumption,  higher  investment  intensity 
and  higher  output  efficiency,  and  empha- 
sizing the  introduction  of  advanced 
technology,  administrative  experience  and 
talented  people. 

•  With  improved  policy  and 
practical  assistance,  Suzhou  will  encour- 
age local  enterprises  to  invest  overseas, 
taking  more  initiative  in  their  management 
and  administration  abroad. 

•  Suzhou  will  quicken  the  building 
of  honest,  industrious,  practical  and 
efficient  government  to  form  a  stable  and 
transparent  administrative  mechanism 
over  outbound  economic  operation,  one 
characterized  by  a  sound  legal  system,  fair 
trade  policies,  regulated  and  orderly 
markets,  a  healthy  credit  system  and  an 
improved  system  of  market  supervision. 


Suzhou  Foreign  Trade  & 
Economic  Cooperation  Bureau 

International  Business  Building. 

1638  Xihuan  Road.  Suzhou, 

China  215004 

Tel :  86-512-6829  7274 

Fax:  86-512-6829  2974 

E-mail:  yep(a).\vjm. suzhou. gov.cn 

www.s7J1botlec.gov.cn 
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Talking  to  suppliers  and  seeing  competi- 
tors' offerings  convinced  him  that  Tel 
Italia  needed  to  get  advanced  services  to 
market  faster.  Set  to  launch  in  June,  for 
example,  is  a  technology  that  eventually 
will  allow  a  seamless  transfer  from  what- 
ever's  on  a  consumer's  mobile  (including 
video)  to  a  Wi-Fi  screen  at  home  or  office. 

"Tronchetti  is  not  perceived  as  a  wild 
manager  or  person  who  cuts  heads  but  as 
a  person  who  is  trying  to  increase  the 
value  of  the  company,"  says  Italian  private 
equity  investor  Roberto  Meneguzzo,  who 
recently  purchased  a  company  divested 
from  Telecom  Italia. 

After  earning  his  M.B.A.  in  1971 
Tronchetti  landed  at  P&O  Group  in  Lon- 
don, where  he  watched  the  containeriza- 
tion  changes  in  shipping.  (P&O  was  sold 
to  DP  World  in  the  recent  deal  so  contro- 
versial in  the  U.S.)  When  he  returned  to 
Italy  in  1972  he  transformed  his  family's 
partnership  in  an  export-import  ware- 
house into  Italy's  first  inland  container  ter- 
minal. Over  14  years  he  built  the  com- 
pany, Sogemar,  to  where  he  could  sell 
nearly  all  of  it  for  $10  million. 

That  let  him  buy  his  brothers  out  of 
the  family's  stake  in  Pirelli  &  Co.  In  1989 
Tronchetti  became  one  of  five  partners  at 
the  tires-and-finance  entity  (he'd  married 
Cecilia  Pirelli  in  1978;  they  separated  in 
1989).  He  launched  a  real  estate  venture  to 
revamp  former  Pirelli  industrial  cam- 
puses. As  with  his  shipping  company,  he 
looked  to  the  U.K.  for  a  model  and  created 
the  first  listed  realty  funds  in  Italy.  "The 
goal  was  to  attract  investment  from 
abroad,"  because  Italy  lacked  a  sufficiently 
liquid  capital  market,  he  says. 

Tronchetti  pushed  past  tenured  Pirelli 
executives  to  take  charge  of  the  troubled 
tiremaker  in  1991.  Suffering  from  a  failed 
takeover  of  the  US'  Firestone  and  Ger- 
many's Continental  and  a  declining  tire 
market,  Pirelli  offered  him  his  first 
restructuring  challenge  at  a  multinational. 
He  started  by  getting  rid  of  the  traditional 
convoluted  holding  structure.  "I  look  at 
complexity  as  a  way  not  to  face  priorities. 
Some  shareholders  objected.  They  liked 
the  old  ways  of  doing  business  because  it 
was  easier  to  play  powei  imes,"  says 
Tronchetti.  After  making  the  ownership 


more  transparent,  he  pushed  through  fac- 
tory closures,  12,000  layoffs  and  a  divi- 
sion's sale.  He  invested  in  information  sys- 
tems—in 1995  Pirelli  was  the  first  Italian 
company  to  use  SAP  software  through- 
out— and  poured  money  into  R&D. 

Eventually  Pirelli  shed  its  commodity 
tire  business  to  focus  on  premium  lines. 
Also,  it  developed  optical  components, 
selling  that  business  at  the  peak  of  the  tech 
boom  in  2000  to  Corning  for  $3.6  billion. 
In  partnership  with  the  likes  of  MIT  and 


Britain's  Vodafone  and  a  venture  owned  b 
Hong  Kong  titan  Li  Ka-shing  among  tr 
participants.  The  nation  spends  1 5%  moi 
on  phone  services,  as  a  percentage  of  GD: 
than  Western  Europe  as  a  whole  and  spor 
a  1 10%  penetration  rate  for  mobile  service 
(many  Italians  have  one  personal  and  or 
work  cell  phone).  Recently  Fastweb  won 
government  contract  away  from  Telecor 
Italia  with  a  50%  price  cut.  In  both  the  wire 
and  wireless  businesses  Tronchetti  has  t 
contend  with  price-cutting  mandates  by  rej= 


Ringing  Endorsement? 

Telecom  Italia  has  succeeded  in  holding  its  payroll  well  below  those  at  other  phone 
giants  in  Europe  and  the  U.S.  But  its  market  value  also  lags,  raising  takeover  talk. 


Company 

Sales 
($mil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Employees 

BT  (formerly  British  Telecom)' 

$35,204 

$3,442 

$50,945 

$30,158 

$102,100 

Deutsche  Telekom 

78,534 

6,288 

146,281 

66,224 

244,645 

France  Telecom 

57,964 

6,748 

116,229 

56,616 

206,524 

Telecom  Italia 

37,177 

3,996 

100,931 

52,084 

81,778 

Telefonica 

41,142 

3,904 

73,553 

75,920 

173,554 

Verizon  Communications 

75,112 

7,397 

168,130 

93,180 

210,000 

All  figures  are  in  U.S.  dollars  and  are  latest  available.  Market  value  as  of  Feb.  28.  'No  mobile 
operations.  Sources:  Exshare;  FT  Interactive  Data,  LionShares,  Reuters  Fundamentals  and 
Worldscope  via  FactSet  Research  Systems;  Bloomberg  Financial  Markets;  Forbes. 

Georgia  Tech,  Pirelli  Labs  is  studying 
telecommunications  technologies  like 
broadband  access  and  photonics,  which 
can  feed  back  into  Tel  Italia,  and  new 
materials  for  tires  and  environmental 
cleanup.  "Intelligent  dust"  that  can  be  used 
to  measure  air  toxins  is  one  such  quest. 

"Tronchetti  was  gutsy  and  bold.  Very 
few  people  can  ensure  the  shift  of  the 
business  in  a  short  amount  of  time,"  says 
Carlo  Bronzini  Vender  of  Sonenshine 
Partners  in  New  York  City,  an  adviser  on 
two  large  US.-Italy  transactions:  the  sale 
of  Host  Marriott  Services  to  Autogrill 
(controlled  by  the  Benetton  family,  part 
owners  in  Telecom  Italia)  and  the  sale  of 
Lenscrafters  to  Luxottica.  Tronchetti  also 
has  continued  to  add  substantial  valua- 
tions for  Pirelli  Group  in  real  estate. 

At  Tel  Italia  the  job  slashes  achieved  the 
highest  telco  productivity  in  Europe.  But  a 
daunting  task  remained:  to  replace  the  de- 
clining fixed-line  revenue  with  mobile  and 
broadband  services  in  one  of  Europe's  most 
competitive  markets.  For  all  of  Italy's  scle- 
rosis, it  is  a  telecom  battleground,  with 


ulators.  Still,  he  believes  that  services  lik 
video-over-mobile  at  4  megabits  per  secon 
and  Internet  TV  service  at  speeds  up  to  2 
megabits  per  second  will  get  Telecom  Itali 
out  of  its  doldrums.  Initial  plans  call  for 
residential  rollout  of  Internet  TV  followe 
by  hotels  and  other  locations. 

"On  average  Telecom  Italia  is  a  yea 
ahead  of  the  industry  in  terms  of  networ 
investment  and  service  offerings,"  say 
Robert  Grindle,  analyst  at  Dresdne 
Kleinwort  Wasserstein. 

Tel  Italia  gets  80%  of  its  revenue 
domestically.  In  Germany  and  Franc 
the  company  offers  broadband  services 
its  Brazilian  unit  should  get  there 
though  the  market  is  not  yet  as  robusl 
Tronchetti  even  has  his  eye  on  revivinj 
Olivetti,  now  a  division  of  Tel  Italia.  A 
with  Pirelli,  he's  been  targeting  th< 
brand,  aiming  at  inkjet  printers.  There 
competition  from  Lexmark  and  Hew 
lett-Packard  is  fierce,  as  fierce  as  it  is  il 
telecom  or  tires.  Tronchetti's  mantra  i 
consistent:  "The  only  way  to  improve  i 
to  be  innovative."  F 
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A  Smarter  Way 

To  Make  Your 
IRA  Investment 

The  T.  Rowe  Price  SmartChoice  IRASM. 


Automatically  adjusts  over  time 

All  you  have  to  do  is  tell  us  when  you're  planning  to  retire,  and  Just  choose  the  fund  closest  to  your  planned 

you'll  get  a  no-load  Retirement  Fund  managed  with  a  specific  retirement  date:* 
retirement  date  in  mind.  Our  Retirement  Funds  are  managed 

by  experienced  professionals  who  adjust  the  asset  allocation  of  •  Retirement  2005  Fund  •  Retirement  2030  Fund 

the  funds  over  time,  to  grow  more  conservative  as  the  target  •  Retirement  2010  Fund  •  Retirement  2035  Fund 

retirement  date  nears,  and  continue  to  adjust  the  fund  30  years  •  Retirement  2015  Fund  •  Retirement  2040  Fund 

after  that  date.  •  Retirement  2020  Fund  •  Retirement  2045  Fund 

•  Retirement  2025  Fund 

Simple  diversification 

Each  Retirement  Fund  invests  in  a  well-diversified  group  of  up  to  1 1  T.  Rowe  Price  mutual  funds  chosen  for  the  way  they 

perform  relative  to  one  another.**  This  provides  a  mix  of  growth  and  income  opportunities,  so  your  retirement  portfolio 
stays  on  track. 

Low  cost 

With  no  loads,  commissions,  or  extra  fees  for  managing  this  portfolio  of  funds,  and  expense  ratios  for  our  Retirement  Funds 
45%  below  their  category  averages,  your  retirement  investment  goes  further.*** 

Easy  to  get  started 

Our  Investment  Guidance  Specialists  can  help  you  decide  if  a  SmartChoice  IRA  is  right  for  you.  If  you  want,  we  can  even 
help  you  open  an  account  right  over  the  phone.  If  you  want  to  move  an  existing  IRA  account  toT.  Rowe  Price,  our  new 
EasyTransfer  IRA  Service  makes  it  simpler  than  ever. 

Act  by  April  1 7  for  your  2005  contribution. 


ira.troweprice.com 


1.800.401.4765 


T.RoweRrice 


INVEST  WITH  CONFIDENCE 


Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 

information  that  you  should  read  and  consider  carefully  before  investing.  All  funds  are  subject  to  market  risk. 

*Please  note  thai  the  Retirement  Funds  should  not  be  considered  a  complete  retirement  solution.  When  planning  lor  retirement,  you  should  also  think  about  factors  such  as  needed 
emergency  cash  reserves,  the  amount  ol  equity  in  your  home,  and  your  life  and  health  insurance  options.  Before  investing  in  one  of  these  funds,  be  sure  fo  weigh  several  factors,  such  as  your 
objectives,  lime  horizon,  and  risk  tolerance,  as  well  as  your  retirement  needs  and  other  sources  of  income.  "^Diversification  cannot  assure  a  profit  or  protect  against  loss  in  a 
declining  market.  ***Based  on  the  fiscal  year-end  data  available  as  of  12/31/05,  the  Retirement  Funds'  total  expense  ratios  versus  their  Lipper  category  averages  for  individual  investor  funds 
are  0.62%,  0.66%,  0.70%,  0.73%,  0.75%,  0.78%,  0.78%,  0.78%,  and  0.78%  for  the  Retirement  2005, 2010.  2015, 2020, 2025, 2030, 2035, 2040,  and  2045  Funds,  respectively, 
versus  1.46%  lor  the  flexible  portfolio  funds  category,  and  0.56%  for  the  Retirement  Income  Fund  versus  1.11%  lor  the  income  funds  category.  (Source  lor  data:  Lipper  Inc.)  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor.  IRASC073474 
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To  save  the 
women  ol 
Afghanistan,, 
Connie 
Duckworth 
interweaves 
business  and 
charity. 

By  Tatiana  Serafin 


AT  A  RECENT  COCKTAlU 
party  at  New  York's  Con-| 
noisseur's  Antique  Fair,; 
Manolo  Blahnik-heeledl 
women  cooed  over  brighdy 
colored  and  intricately  patterned  Afghani 
rugs.  Five  rugs  were  sold  that  night,  1 5  by 
the  time  the  fair  ended,  for  a  total  of 
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It's  never  too  early  to  learn  about  energy  efficiency. 

We  started  100  years  ago.  For  nearly  a  century,  we've  focused  on  using  energy  with  care. 

We  helped  pioneer  the  use  of  cogeneration  —  recovering  waste  heat  to  make  power  and  steam  —  to 
produce  products  more  efficiently.  We've  continually  set  and  achieved  aggressive  voluntary  goals  to  reduce 
our  energy  use.  And  many  Dow  products  help  make  homes,  buildings,  and  vehicles  more  efficient.  Now 
we're  helping  commercial  and  residential  consumers  save  energy  by  supporting  national  conservation 
campaigns.  There  isn't  one  quick  answer  to  the  world's  need  for  energy,  but  we're  doing  everything  in  our 
power  to  be  part  of  the  solution.  Meanwhile,  everyone,  even  a  three-year-old,  can  turn  off  the  lights. 

Health       Lifestyle       Communication       Transportation  Building 


Living. 
Improved  daily™ 


Dow  is  proud  to  sponsor  the  Alliance  to  Save  Energy's  "The  Power  is  in  Your  Hands"  conservation  campaign. 
For  details  and  energy  saving  tips  visit:  www.powerisinyourhands.org. 

WWW.dOW.COm    »,M Trademark  ofThe  Dow  Che  mical  Company  ("Dow")  or  an  affiliated  company  of  Dow. 
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$32,000.  It  didn't  hurt  the  sales  pitch  that 
the  booth  was  lined  with  pictures  of  thej 
impoverished  Afghan  women  who  hadj 
spent  months  weaving  the  rugs. 

The  go-between  in  this  merchandising! 
effort,  which  benefits  Afghan  women  and) 
their  families,  is  a  51 -year-old  former 
Goldman  Sachs  managing  director,  Con- 
nie K.  Duckworth.  A  few  years  ago  Duck- 
worth traveled  to  Afghanistan  as  a  mem- 
ber of  the  U.S. -Afghan  Women's  Council] 
a  government-sponsored  board  that  aimsj 
to  get  private  businesses  and  charities 
involved  in  Afghanistan.  Duckworth  was 
taken  aback  by  the  women's  plight:  98%) 
lack  formal  papers  or  citizenship  and  79%| 
are  illiterate.  Nine  out  of  ten  babies  are 
delivered  at  home  without  medical  atten-l 
tion,  leading  to  the  world's  second-highest! 
maternal  mortality  rate  (after  Sierras 
Leone).  Duckworth  was  inspired  to  open] 
her  Rolodex  and  start  an  organization! 
called  Arzu,  which  means  "hope"  in  Dari, 
one  of  the  main  Afghan  languages. 

The  nonprofit  acts  as  a  conduit) 
between  Afghan  weavers  in  remote  vil-j 
lages  and  U.S.  rug  buyers.  A  family  signs 
up  to  weave  rugs  for  Arzu  and  gets  paid 
an  average  of  $400  per  5-by-7-foot  rug.  Inj 
addition,  the  family  gets  a  50%  cash| 
bonus,  provided  that  the  members  partic-j 
ipate  in  educational  and  health  programs! 
offered  by  Arzu.  Literacy  classes  are  one 
hour  a  day  in  the  homes  of  Afghani 
women.  An  Arzu  monitor  checks  every 
month  whether  children  are  attending 
school.  A  driver  takes  women  who  would 
deliver  babies  at  home  to  clinics. 

Duckworth  tells  of  Kimat,  36,  a  widow 
with  five  children  to  feed  in  the  remote 
northern  Afghanistan  border  town  ofl 
Sakiz  Khana.  Thirteen  hundred  dollars  ini 
debt  for  daily  expenses  and  her  husband's 
funeral  last  year,  she  turned  to  Arzu  and 
now  weaves  rugs.  She  gets  extra  money 
from  the  organization  because  she  has 
agreed  to  enroll  her  youngest  son  in 
school  and  takes  literacy  classes  with  her 
daughter.  "Now  we  can  write  and  read," 
Kimat  is  quoted  as  saying.  "We  feel  a  big 
change  in  our  lives." 

It  takes  between  3  and  12  months  to 
handcraft  a  rug.  So  far  Arzu  has  received 
247  and  sold  206  of  them  in  the  U.S.,  at) 
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srices  from  $1,000  to 
:<  10,000.  Duckworth's 
myers  get  rugs  for  a  third 
l:ss  than  they  would  pay 
I  a  big  department  store. 
We  want  to  be  the  Dell 
pr  Afghan  rugs,"  she  says. 

Duckworth,  a  charis- 
aatic  woman  who  has  no 
ime  for  bureaucracy, 
i  ecided  not  to  enroll  in 
few  school  in  Texas  in 
avor  of  attending  the 
Jniversity  of  Pennsylva- 
nia's Wharton  School  of 
business  in  1977.  In  1981 
he  landed  at  Goldman 
achs  in  sales  and  trad- 
ng.  After  Sept.  11  she 
lecided  to  further  scale  back  her  role  at 
joldman,  spend  more  time  with  her  fam- 
ly  and,  in  her  words,  "save  the  world."  In 
■Jovember  2001  Duckworth  officially 
etired  and  started  on  several  ventures: 
>he  coauthored  a  book  (The  Old  Girls' 
Network,  a  guide  for  women  starting  busi- 
lesses,  Basic  Books,  2003);  founded  8 
Vings  Enterprises,  an  angel  investor  in 
vomen-owned  businesses  (which  is  now 
binding  down);  and  chaired  the  Commit  - 
ee  of  200  for  women  business  leaders, 
rhen  came  the  trip  to  Afghanistan.  And 
hen  the  inspiration  for  a  sales  pitch:  "Buy 
i  rug  and  send  a  girl  to  school." 

Duckworth  started  Arzu  in  August 
!003  as  a  tax-exempt  charity  with 
>  100,000  of  her  own  money.  In  June  2004 
he  received  $480,000  in  seed  funding 
rom  the  federal  Agency  for  International 


By  hand  and  loom:  Afghan  women 
now  make  50  rugs  a  month. 


Development.  In  the  U.S. 
four  full-time  employees 
and  five  consultants  work 
for  Arzu  from  home  and 
in  pro  bono  office  space. 
Duckworth  works  for 
free.  Revenues  last  year 
were  $770,000. 
,  When  she  needs  a 

mgu  lawyer  or  accountant,  she 

K£  m  looks  up  an  acquaintance, 
and  her  opening  bid  is, 
"Can  you  do  it  pro  bono?" 
A  University  of  Chicago 
business  class,  taught  by  a 
friend,  helped  her  write 
her  business  plan  two 
years  ago.  The  students 
analyzed  where  she  should 
sell  her  natural-dye, 
hand-knotted  rugs,  so 
they  would  not  be  rele- 
gated to  "tribal  tchotchkes." 
Friends  who  own  Minasian 
Rug  Co.  in  Chicago  help 
her  determine  patterns, 
color  schemes  and  sizes. 

In  Afghanistan,  Duck- 
worth has  a  dozen  people 
setting  specifications  (wool 
must  be  from  sheep  in 
Gazni,  Afghanistan)  and 
working  with  the  families 
and  health  care  providers. 
"The  goal  is  to  let  the  private  sector 
process  work,  with  some  monitoring," 
says  Duckworth. 

Lacking  a  retail  arm,  Duckworth  is 
still  testing  the  right  marketing  formula. 
For  now  she  is  a  traveling  saleswoman, 
showing  her  wares  at  various  pit  stops, 
like  the  Goldman  Sachs  cocktail  party 
where  she  sold  28  rugs.  She  has  tried  Tup- 
perware-like  parties  in  private  homes  in 
Chicago  and  Washington,  D.C.  An 
appearance  at  a  trade  show  in  Charlotte, 
N.C.  flopped  for  lack  of  well-heeled  buy- 
ers. "We're  experimenting,"  says  Duck- 
worth. 

Success  in  salesmanship  will  be  crucial 
to  the  success  of  this  sort  of  fusion  of  char- 
ity with  commercialism.  Says  Duckworth: 
"It's  a  lot  easier  to  save  the  world  when  you 
can  write  a  check."  F 
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Retiring  early. 


Caring  for  two  fJT 
generations.  *3 


i    Saving  for 
twins'  college. 


Enjoying  >> 
investment  income,  fti 


You  and  your  financial  needs  are 
unique.  Raymond  James  financial 
advisors  understand  that.  In  addition 
to  one  of  the  most  comprehensive 
ranges  of  financial  services  anywhere, 
they  have  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you. 
That's  a  promise  from  one  of  the  first 
firms  to  focus  on  individual  financial 
planning.  And  it's  why  some  of  the  best 
advisors  have  chosen  to  work  with  us. 
There's  a  culture  of  independence  here. 
One  that's  focused  on  the  individual. 
One  that  works. 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors'" 


raymondjames.com 


m 

ri 

ith  over  100  years  of  financial  expertise,  we  know  the 
issues  that  really  matter.  Yours. 


At  UBS,  it's  our  business  to  know  what  matters  to  you.  When  it  comes  to  wealth 
management,  that  means  more  than  just  building  wealth  today.  It  also  means 
making  plans  for  the  future,  for  your  children  and  for  your  family.  So  you  can 
feel  confident  your  wealth  is  going  to  benefit  the  people  and  causes  that  matter 
most  to  you. 

Your  financial  advisor  is  committed  to  helping  you  plan  things  the  way  you  want 
them  to  be.  To  achieve  that,  he'll  use  two  techniques  we've  honed  at  UBS  over 
more  than  a  century  of  experience.  He'll  listen.  And  he'll  understand. 

Only  then  will  your  financial  advisor  discuss  estate  planning  strategies*  He'll 
review  family  gifting  or  charitable  giving  programs  that  may  help  you  reduce  your 
taxable  estate.  He'll  be  able  to  work  alongside  your  tax  and  legal  advisors.  And 
backed  by  the  resources  of  an  award-winning  investment  bank  and  a  global  leader 
in  asset  management,  he'll  offer  you  access  to  an  array  of  investment  vehicles. 

Our  goal?  To  help  ensure  that  the  wealth  you  build  stays,  or  goes,  according  to 
your  plans.  Knowing  how  much  that  matters  to  you  is  just  part  of  a  relationship 
called  'You  &  Us.' 


Wealth 
Management 


You  &  Us 


Global  Asset 
Management 


Investment 
Bank 


UBS 


*Neither  UBS  Fin,      I  Services  Inc.  nor  its  employees  provide  tax  or  legal  advice.  You  must  consult  with  tax  or  legal  advisors  regarding  your  person 
circumstances.  ©  UBS  006.  All  rights  reserved.  Wealth  Management  services  in  the  US  are  provided  by  UBS  Financial  Services  Inc.,  a  registered  broh 
or  offering  securities,  trading,  advisory,  brokerage  and  related  products  and  services.  UBS  Financial  Services  Inc.,  Member  SIF 


These  global  giants,  ranked  on  a  composite  score  for 
sales,  profits,  assets  and  market  value,  had  a  good 
year.  Combined,  they  show  a  10%  gain  in  sales,  32% 
in  profits,  10%  in  assets  and  17%  in  market 
capitalization  over  last  year.  This  despite  a  strong 
dollar  that  depresses  numbers  for  the  half  of  the 
members  that  are  foreign. 
The  list  has  173  new 
companies,  the  biggest 
being  Electricite  de  France. 


The  World's 

Biggest 

Public  Companies 
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Top 100 

U.S.  retailer  Home  Depot  has  assets  of  only  $44  billion,  but  it  ranks 
high  enough  in  sales  ($82  billion),  profits  ($6  billion)  and  market 
value  ($90  billion)  to  make  number  71  on  the  Forbes  Global  2000. 

Market 

Sales  Profits  Assets  value  ^ 

Rank     Company  Industry  ($mil)  (Smil)  (Smil)  (Smil)  w 

~~ t     Citigroup  banking  120,318  24,638  1,494,037  230,933  US 

~2    General  Electric  conglomerates  149,702  16,353  673,300  348,449  US 

3  Bank  of  America  banking  85,390  16,465  1,291,795  184,166  US 

4  American  Intl  Group  insurance  106,976  11,899  843,397  172.245  US 

5  HSBC  Group  banking  76,377  12,357  1,274,219  193,319  UK 

6  ExxonMobil   oil  &  gas  operations  328,213  36,130  208,335  362,533  US 

7  Royal  Dutch/Shell  Group  oil  &  gas  operations  306,731  25,311  216,953  203,517  NE 

8  BP  oil  &  gas  operations  249,465  22,632  206,914  225,934  UK 

9  JPMorgan  Chase  banking  79,902  8,483  1,198,942  144,130  US 

10  UBS  diversified  financial  78,247  10,652  1,519,399  105,693  SZ 

11  ING  Group  diversified  financial  137,106  8^522  1,369,546  81,429  NE 

12  Toyota  Motor  consumer  durables  173,086  10,928  227,046  175,541  JA 

13  Wal-Mart  Stores  retailing  312,427  11,231  138,169  188,856  US 

14  Royal  Bank  of  Scotland  banking  55,050  8,660  1,119,901  106,411  UK 

15  Total  oil  &  gas  operations  144,938  14,507  125,465  154,738  FR 

16  Chevron  oil  &  gas  operations  184,922  14,099  124,809  126,797  US 

17  BNPParibas  banking  60,900  6334  1,227,951  77,728  FR 

18  Berkshire  Hathaway  diversified  financials  76,325  6,737  196,710  133,672  US 

19  Banco  Santander  banking  44.813E  8,544  956,389  91,342  SP 

20  Barclays  banking  47,869  5,923  1,587,061  75,987  UK 

See  page  1 93  for  country  codes  and  footnotes. 
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LEADING  COMPANIES  IN  THE  WORLD 


Danlf 
KdnK 

Industry 

Sales 
(Smil)  . 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

71 

Home  Depot 

rotailinn 
1  L  la  1 1 11  ly 

81,51 1 

5,838 

44,482 

89  527 

US 

72 

RWE  Group 

1   |  *"  ,  I  1  1  |Lj'* 

UUNUC3 

JJ,Ut  J 

2  900 

177  78Q 

48  181 

*rO,  I  O  1 

VJC 

73 

Prudential  Financial 

HlSUidllLc 

31  708 

3  540 

417  776 

3Q  703 

J3,  /  OJ 

IK 

U  J 

7  A 

Intel 

comirr»nHi  ii*tnrc 
btrl  1  IILUl  IUUIIAJI  -J 

38,826 

8,664 

48  314 

121  190 

IK 

f  c 
/3) 

Lenman  otOs  noiuings 

/HiworcifioH  finanrialc 
Ulvtrl  b\ I  leU  uiiaNLiaij 

32,420 

3,260 

410  063 

39,616 

IIS 

7o 

Telefonica 

41,142 

3  904 

73  553 

7R  Q70 

/  J,  JZU 

3r 

/  / 

(.nma  rex  tv  cnem  pinopec; 

nil  SL  nac  nnoratinnc 
Uii  a  yab  UfJciauuiii 

70  321 

4,351 

56  780 

S7  04^, 

V_  1  >i 

70 
10 

Aviva 

II  oui  ai  ILc 

75  61 1 

2  029 

431  295 

33  107 

JJ,  1  uz 

Ilk 

7fl 

/O 

EMC1 

i  rh  1 1 tifjc 

46  579 

3,672 

92,438 

^1  107 

IT 
1 1 

oV 

Munich  Re 

lllbUidllLc 

77fi  1  7(1 

Z  /  U,  1  zu 

30  QQ1 

Ou 

01 

Telecom  Italia 

tolomm  connroc 
LclcLUin  icIVH-cb 

37  177 

100  Q31 

•i?  084 
JZ, UOH 

IT 
1 1 

07 

oz 

uidXOjrniinKiine 

rln  inc  A  hintofh 
uiuyb  a  UfUUrUl 

j  I  ,C  \  \J 

o,u  J  / 

47  Q7S 
tz,  JZO 

147  471 

I  H/  ,HZ  1 

Ilk 

03 

Novartis  uroup 

rln  inc  &  Kintorh 
UlUyb  0(  UlUlcLll 

R  81Q 

^4  331 

1  7^  733 
I  Z  J,  /  33 

C7 
jC 

03 
03 

D     i  -i  I  D-.nl/  /it  (~  nr»^r»^i 

KOydl  DdnK  0T  LdndOd 

UdflMfiy 

~)A  Qfifl 

?  87Q 

3Q7  m  7 

^3  K7fi 
33,0/0 

V-M 

0  J 

UniCredit 

UdflMMy 

71  074 

7  8Q1 

3^0  787 
j  j  j,zoz 

7^  8Q1 

IT 
1 1 

00 

rJdll  MUStrdlld  tJailK 

Ksnlf  inn 
UdllKlliy 

7fi  ^^7 

ZD,  J  J  / 

J,  1  JL 

318  88ft 
J  I  0,OOD 

47  Q^8 
HZ,  yjo 

All 

0  / 

Unilever 

lU'JU,  UIINK  u  lUUdLLU 

43,  J  J  Z 

44  ^31 

fi7  437' 
o/,£+3Z 

IMC 

00 
00 

American  express 

JlVfir.lllfU  III IdMUdo 

74  7^7 

1  771 

1 14  000 

fifi  7^,7 
00,  /  3  / 

IK 

fin 

00 

ueuiscne  rusi 

L(dilbpU)  LdLIUIl 

^7^ 

JO,  3/  J 

z,  I  J  J 

707  301 

7Q  180 

VJC 

on 

Ci  in?  fZmtm 
jUcZ  UlUUp 

i  ifi  |  iflOC 

UUIIUcb 

777 

7  MS 

81;  4^3 

4fi  810 

PR 

01 
J  1 

DivivV  Ddyenscne  ivioior 

consumer  uurduies 

fin  mfi 

0U,  I  DO 

J,U  1  J 

Q1  070 

37  400 
3Z, HUU 

VJC 

Q7 

vvdsniriyion  iviuiudi 

udiiKiny 

71  7^n 

Z  I,ZjU 

5  4^7 

343  1 1Q 

47  440 

1 K 

Q3 

DUcllly 

dciUSpdLc  a  UcicllSc 

Z,  jjD 

fiO  0^8 

c;7Q 

j",  j  /  y 

1 K 
Uj 

Q3 

IVIdllUlllc  rlMdllLldl 

inSUldilLc 

zo,oyo 

7  83^ 
Z,0  j  J 

ICC  3TQ 

i  do,  jzy 

■;n  ^71 

DU, Dz  I 

TA 
V-M 

jj 

Ponoil  t  fnrmir\ 

nclldUIL  uiuup 

consumer  uurduies 

7/1/1 

4  818 

81  387 
0  I,jc5/ 

7fi  430 
Z0,H3U 

CD 

rrv 

Qfi 

JldlUII  VJlUUp 

on  a  yds  operations 

^7 

47  1Q7 

70fi 

jj,ZU0 

IMU 

97 

Roche  Group 

drugs  &  biotech 

26,964 

4,394 

51,360 

127,513 

sz 

98 

Aegon 

insurance 

46,380 

2,256 

341,427 

26,403 

NE 

98 

Tokyo  Electric  Power 

utilities 

47,090 

2,110 

124,980 

36,586 

JA 

100 

Sprint  Nextel 

telecom  services 

34,680 

1,801 

102,580 

70,996 

us 

See  page  1 93  for  country  codes  and  footnoti 
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n  vogue  on  Wall  Street.  On  a 
tnies  like  General  Motors 
ik  bankers  rule  the  world. 
3  slots  on  our  asset  ranking.  The 
:  finance  company  in  industrial 
>t  is  its  finance  subsidiary,  for 
3rder  to  raise  cash. 


Top  50  in  Profits  Higher  oil  and 

gas  prices  helped  energy  companies  grab  6  of  the  top  10  spots  here. 
ExxonMobil's  record  profits  last  year:  $36  billion. 


Rank 

Company 

Profits 
(Smil) 

Rank 

Company 

Profits 
(Smil) 

@ 

1 

ExxonMobil 

36,130 

US 

26 

ING  Group 

8,522 

NE 

2 

Royal  Dutch/Shell  Group 

25,311 

NE 

27 

JPMorgan  Chase 

8,483 

US 

3 

Citigroup 

24,638 

US 

28 

Pfizer 

8,110 

US 

4 

BP 

22,632 

UK 

29 

GlaxoSmithKline 

8,057 

UK 

5 

Bank  of  America 

16,465 

US 

30 

IBM 

7,970 

US 

6 

General  Electric 

16,353 

us 

31 

Procter  &  Gamble 

7,792 

US 

7 

Total 

14,507 

FR 

32 

Fannie  Mae 

7,688 

US 

8 

Chevron 

14,099 

us 

33 

Wells  Fargo 

7,671 

US 

9 

ConocoPhillips 

13,617 

US 

34 

Sanofi-aventis 

7,488 

FR 

10 

Microsoft 

13,057 

US 

35 

Verizon  Commun 

7,397 

US 

11 

PetroChina 

12,434 

CN 

36 

Gazprom 

7,241 

RU 

12 

HSBC  Group 

12,357 

UK 

37 

France  Telecom 

6,748 

FR 

13 

American  Intl  Group 

11,899 

US 

38 

Berkshire  Hathaway 

6,737 

US 

14 

Wal-Mart  Stores 

11,231 

US 

39 

Wachovia 

6,643 

US 

15 

Toyota  Motor 

10,928 

JA 

40 

Nippon  Tel  &  Tel 

6,626 

JA 

16 

UBS 

10,652 

SZ 

41 

BNP  Paribas 

6,334 

FR 

17 

Altria  Group 

10,435 

US 

42 

Deutsche  Telekom 

6,288 

GE 

18 

Samsung  Electronics 

10,423 

KO 

43 

BHP  Billiton 

6,047 

AU 

19 

Johnson  &  Johnson 

10,411 

US 

44 

China  Construction  Bk 

5,924 

CN 

20 

Petrobras-Petroleo  Brasileiro 

10,148 

BR 

45 

Barclays 

5,923 

UK 

21 

ENI 

9,870 

IT 

46 

Nestle 

5,892 

SZ 

22 

E.ON 

8,747 

GE 

47 

HBOS 

5,868 

UK 

23 

Intel 

8,664 

US 

48 

Mizuho  Financial 

5,853 

JA 

24 

Royal  Bank  of  Scotland 

8,660 

UK 

49 

Home  Depot 

5,838 

US 

25 

Banco  Santander 

8,544 

SP 

50 

Novartis  Group 

5,819 

SZ 

ction.  Turn  to  BearingPoint.  www.bearingpoint.com 


 » 


Top  50  in  As 

U.K.  unseats  perennial  asset  lea 


Rank  Company 


Assets 
(Smil) 


1  Barclays 


1,587,061  UK 


2  UBS 


1,519,399  SZ 


3  Citigroup 


1,494,037  US 


4  ING  Group 


1,369,546  NE 


5  Mizuho  Financial 


1,325,227  JA^sS* 


6  Allianz  Worldwide 


1,300,648  GE 


7  Bank  of  America 


1,291,795 


8  HSBC  Group 


1,274,219 


9  BNPParibas 


1,227,951  FR 


10  JPMorgan  Chase 


1,198,942  US 


11  Deutsche  Bank  Group  1,134,826 

12  Royal  Bank  of  Scotland  1,119,901 


13  Credit  Agricole 


1,105,363 


14  ABN-Amro  Holding  1,041,137 


15  Mitsubishi  UFJ  Finl 


,024,438 


16  Fannie  Mae 


989,341 


1 7  Banco  Santander 


956,389 


rop  50  in  Market  Valu 

rom  last  year  ExxonMobil,  capitalized  at $363  billi 


lank 

Company 

($mil) 

Rank 

Company 

1 

ExxonMobil 

362,533 

US 

18 

Total 

2 

General  Electric 

348,449 

US 

19 

Altria  Group 

3 

Microsoft 

279,018 

us 

20 

GlaxoSmithKline 

4 

Citigroup 

230,933 

us 

21 

JPMorgan  Chase 

5 

BP 

225,934 

UK 

22 

Mitsubishi  UFJ  Finl 

6 

Royal  Dutch/Shell  Group 

203,517 

NE 

23 

Berkshire  Hathaway 

7 

Procter  &  Gamble 

197,116 

US 

24 

Roche  Group 

I  8 

HSBC  Group 

193,319 

UK 

25 

Chevron 

9 

Pfizer 

192,051 

US 

26 

IBM 

10 

Wal-Mart  Stores 

188,856 

US 

27 

Novartis  Group 

11 

Saudi  Basic  Inds 

184,732 

SU 

28 

Cisco  Systems 

12 

Gazprom 

184,369 

RU 

29 

Intel 

13 

Bank  of  America 

184,166 

US 

30 

Sanofi-aventis 

14 

Toyota  Motor 

175,541 

JA 

31 

Vodafone 

15 

American  Intl  Group 

172,245 

US 

32 

ENI 

16 

PetroChina 

172,229 

CN 

33 

Nestle 

17 

Johnson  &  Johnson 

171,510 

US 

34 

BHP  Billiton 

All  figures  are  in  U.S.  dollars  and  are  the 
Ltd.  and  BHP  Billiton  Pic.  (a  dual-listed  c 
Data,  Reuters  Fundamentals  and  World: 


Bec&nts 


Is  your  success  sustainable? 


We  understand  that  success  is  not  a  single  event,  but  a  series  of  successful 
outcomes.  From  strategy  through  execution  we  have  helped  clients  in  the 
public  and  private  sectors  make  decisions  that  make  success  sustainable. 
When  you  are  ready  to  achieve  this  different  kind  of  success,  turn  in  a  new 
direction.  Turn  to  the  management  &  technology  consultants  of  BearingPoint. 


i 


For  detailed  case  studies  and  perspectives  on  success,  visit 


BearingPoint 

Management  &  Technology  Consultants 


■  . 
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LEADING  COMPAN 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

101 

BHP  Billiton 

29,837 

6,047 

41,392 

109.1352 

— 
AU 

102 

US  Bancorp 

16,596 

4,489 

209,465 

56,187 

US 

103 

UnitedHealth  Group 

45,365 

3,300 

41,374 

79,076 

US 

104 

KBC  Group 

24,476 

2,385 

338,173 

37,339 

BE 

105 

Tyco  International 

39,368 

2,872 

62,261 

51,953 

BU 

106 

Dow  Chemical 

46,307 

4,535 

45,934 

41,617 

US 

107 

Sony 

66,799 

1,529 

86,384 

47,746 

JA 

108 

United  Technologies 

42,725 

3,164 

45,925 

59,310 

US 

109 

United  Parcel  Service 

42,581 

3,870 

35,079 

82,853 

us 

110 

Banca  Intesa 

19,806 

2,556 

370,666 

40,896 

IT 

111 

Allstate 

35,383 

1,765 

156,072 

35,388 

US 

112 

China  Mobile  (HK) 

23,296 

5,086 

44,054 

96.892 

HK 

113 

Commonwealth  Bank 

17,960 

3,037 

249,914 

42,937 

AU 

114 

Volkswagen  Group 

112,610 

1,324 

169,492 

26,930 

GE 

114 

WellPoint 

45,136 

2,464 

51,405 

50,714 

US 

116 

Anglo  American 

27,890 

3,336 

51,553 

55,665 

UK 

117 

Cisco  Systems 

25,946 

5,581 

33,652 

124,516 

US 

117 

Walt  Disney 

32,132 

2,698 

53,667 

54,821 

US 

119 

Carrefour 

98,600 

1,882 

51,431 

35,022 

FR 

120 

BASF  Group 

50,526 

3,554 

40,680 

38,846 

GE 

121 

Dexia 

22,137 

2,404 

527,163 

27,516 

BE 

122 

Tesco 

65,335 

2,627 

39,250 

46,457 

UK 

123 

Merck  &  Co 

22,012 

4,631 

43,831 

76,624 

US 

124 

Motorola 

36,843 

4,578 

35,649 

52,839 

US 

125 

Mitsubishi 

38,747 

1,702 

85,251 

39,525 

JA 

125 

Hartford  Finl  Service 

27,083 

2,274 

285,557 

24,891 

US 

127 

Caterpillar 

36,339 

2,854 

47,069 

49,027 

US 

128 

PepsiCo 

32,562 

4,078 

31,727 

97,886 

US 

129 

Repsol-YPF 

47,644 

2,646 

51,410 

34,118 

SP 

130 

News  Corp 

24,498 

2,772 

55,441 

54,891 

US 

131 

BellSouth 

20,547 

3,294 

56,553 

57,823 

US 

132 

Valero  Energy 

82,162 

3,590 

32,774 

33,170 

US 

133 

Ford  Motor 

178,101 

2,249 

275,957 

15,206 

US 

134 

Bank  of  Nova  Scotia 

15,562 

2,724 

265,477 

41,506 

CA 

135 

Philips  Group 

35,928 

3,390 

40,025 

42,945 

NE 

136 

BT  Group 

35,204 

3,442 

50,945 

30,158 

UK 

137 

Swiss  Re  Group 

31,676 

2,171 

156,162 

22,947 

SZ 

138 

Target 

52,620 

2,408 

34,995 

47,828 

US 

139 

Lukoil  Holding 

35,080 

4,403 

29,623 

65,121 

RU 

140 

Canon 

31,798 

3,253 

34,249 

56,095 

JA 

141 

Endesa  Group 

20,695 

3,761 

61,353 

35,495 

SP 

142 

Nokia 

40,415 

4,274 

25,539 

78,098 

Fl 

143 

Toronto-Dominion  Bank 

1 5,845 

1,892 

309,585 

41,075 

CA 

144 

Coca-Cola 

23,104 

4,872 

29,427 

99,782 

US 

145 

Moller-Maersk 

30,268 

4,441 

35,370 

37,738 

DE 

146 

ANZ  Banking 

1 5,867 

2,302 

222,616 

34,961 

AU 

147 

Dell 

55,908 

3,572 

23,109 

69,049 

US 

148 

Saudi  Basic  Inds 

18,273 

3,789 

33,310 

184,732 

SU 

149 

Danske  Bank 

21,041 

2,030 

385,156 

22,355 

DE 

150 

St  Paul  Travelers 

24,36b 

1,622 

113,187 

29,802 

US 

151 

Korea  Electric  Power 

23,141 

2,785 

69,886 

27,718 

KO 

See  page  1 93  for  country  codes  and  footnotes. 
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hank 

Company 

Sales 
(smil) 

Profits 
(smil) 

Assets 
ismiij 

Market 
value 
pmiij 



152 

EADS 

43,095 

1,398 

76,773 

29,140 

NE 

152 

Sanpaolo  IMI 

15,981 

1,890 

284,432 

32,930 

IT 

154 

Wyeth 

18,756 

3,656 

35,841 

66,899 

US 

155 

Arcelor 

39,007 

4,492 

40,621 

22,546 

LU 

156 

Hutchison  Whampoa 

17,322 

2,076 

81,807 

40,663 

HK 

157 

Nordea  Bank 

13,696 

2,643 

384,393 

29,318 

SW 

158 

Commerzbank 

22,608 

1,377 

569,435 

23,915 

GE 

159 

Rio  Tinto 

18,344 

5,026 

29,748 

74,4973 

UK 

160 

Abbott  Laboratories 

22,338 

3,372 

29,141 

68,003 

US 

161 

Westpac  Banking  Group 

14,232 

2,150 

197,414 

32,774 

AU 

162 

China  Telecom 

19,474 

3,385 

48,533 

29,729 

CN 

163 

Lowe's  Cos 

43,242 

2,772 

24,797 

53,180 

US 

163 

Countrywide  Financial 

18,537 

2,528 

175,085 

20,448 

us 

165 

Sun  Life  Financial 

18,740 

1,605 

147,192 

25,435 

CA 

166 

Prudential 

49, 1 54 

822 

333,056 

25,361 

UK 

167 

AstraZeneca 

22,694 

4,459 

23,723 

72,742 

UK 

168 

Comcast 

22,255 

928 

103,146 

57,379 

US 

169 

Bank  of  Montreal 

12,780 

2,037 

252,575 

30,318 

CA 

170 

Hyundai  Motor 

51,295 

1,629 

54, 1 74 

19,679 

KO 

171 

El  du  Pont  de  Nemours 

28,491 

2,053 

33,250 

36,996 

US 

172 

Resona  Holdings 

9,394 

3,411 

368,701 

40,753 

JA 

173 

Nippon  Steel 

31,623 

2,058 

35,653 

27,230 

JA 

174 

British  Amer  Tobacco 

20,660 

2,107 

33,829 

49,887 

UK 

175 

Marathon  Oil 

44,458 

3,051 

25,985 

25,873 

US 

176 

Banco  do  Brasil 

19,380 

1,777 

108,203 

20,584 

BR 

177 

Gaz  de  France 

24,598 

1,419 

45,426 

34,052 

FR 

178 

Norsk  Hydro 

25,785 

2,315 

33,629 

29,225 

NO 

179 

McDonald's 

20,460 

2,602 

29,989 

44,098 

US 

180 

Vivendi  Universal 

29,075 

1,023 

58,723 

34,999 

FR 

181 

Saint-Gobain 

43,453 

1,469 

41,909 

23,052 

FR 

182 

Lockheed  Martin 

37,213 

1,825 

27,744 

31,775 

US 

183 

Honeywell 

27,653 

1,676 

32,294 

34,511 

US 

183 

Aetna 

22,492 

1,635 

43,258 

29,173 

US 

185 

Old  Mutual 

24,969 

1,490 

136,874 

16,802 

UK 

186 

Mittal  Steel 

26,860 

3,213 

30,295 

24,126 

NE 

187 

Banco  Bradesco 

17,382 

1,152 

69,627 

40,219 

BR 

188 

Mitsui  &  Co 

32,895 

1,117 

70,570 

21,859 

JA 

189 

EnCana 

14,812 

3,557 

34,148 

35,309 

CA 

190 

Duke  Energy 

16,746 

1,828 

54,586 

26,298 

US 

191 

LM  Ericsson 

19,081 

3,056 

24,072 

54,095 

SW 

192 

Bristol-Myers  Squibb 

19,207 

3,000 

25,609 

45,207 

US 

193 

Amgen 

12,430 

3,674 

29,297 

93,142 

us 

194 

East  Japan  Railway 

23,675 

1,041 

60,798 

28,568 

JA 

195 

Telstra 

16,865 

3,384 

27,632 

36,730 

AU 

196 

SunTrust  Banks 

10,879 

1,983 

179,713 

26,144 

US 

197 

Legal  &  General  Group 

52,528 

891 

285,333 

14,840 

UK 

198 

3M 

21,167 

3,234 

20,513 

55,526 

US 

199 

National  Grid 

16,108 

1,716 

46,713 

28,521 

UK 

200 

Freddie  Mac 

31,016 

522 

752,249 

46,540 

US 

201 

Matsushita  Elec  Indl 

81,298 

546 

71,955 

47,316 

JA 

202 

Bayer  Group 

40,377 

818 

49,619 

31,410 

GE 
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Rank 

Company 

Sales 

SmiE 

riOIlIb 

(Smil) 

ASS6IS 

(Smil) 

Market 
vdlue 
(Smil) 

®  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
vdlue 
(Smil) 

® 

203 

Capital  One  Financial 

12,085 

1,809 

88,701 

26,377 

US 

255 

HCA. 

24,455 

1,424 

22,225 

21,649 

US 

204 

Peugeot  Groupe 

66,509 

1,216 

81,247 

13,687 

FR 

256 

Oil  &  Natural  Gas 

13,268 

3,282 

18,556 

36,518 

IN 

205 

UES  of  Russia 

24,522 

1,153 

40,448 

27,996 

RU 

257 

Centrica 

23,106 

1,739 

22,326 

18,402 

UK 

206 

Occidental  Petroleum 

15,019 

4,868 

25,097 

36,799 

US 

258 

Halliburton 

20,994 

2,358 

15,010 

34,884 

US 

207 

Millea  Holdings 

26,608 

631 

108,206 

35,059 

JA 

259 

BAE  Systems 

18,933 

950 

32,481 

23,675 

UK 

208 

Cardinal  Health 

77,853 

1,156 

23,230 

30,630 

US 

260 

Vinci  Group 

26,486 

992 

31,561 

18,260 

FR 

209 

L'Oreal  Group 

17,178 

2,331 

22,870 

55,735 

FR 

261 

Surgutneftegas  Oil 

10,001 

2,287 

23,270 

53,589 

RU 

210 

Northrop  Grumman 

30,721 

1,400 

34,214 

22,266 

US 

262 

PPR 

32,853 

1,276 

30,672 

13,872 

FR 

211 

National  City 

11,036 

1,985 

142,397 

21,404 

US 

263 

Svenska  Handelsbanken 

9,013 

1,408 

203,025 

17,421 

SW 

212 

Alcoa 

26,159 

1,235 

33,696 

25,516 

US 

264 

Costco  Wholesale 

54,285 

1,086 

17,382 

24,358 

US 

213 

Metro  AG 

76,539 

1,122 

36,045 

17,380 

GE 

265 

SEB-Skand  Enskilda 

12,139 

1,056 

237,502 

14,736 

SW 

214 

JFE  Holdings 

26,159 

1,493 

33,629 

21,847 

JA 

266 

BB&T 

7,831 

1,654 

109,170 

21,664 

US 

215 

Eli  Lilly  &  Co 

14,645 

2,002 

24,581 

62,850 

US 

267 

General  Dynamics 

21,244 

1,461 

18,750 

24,812 

us 

216 

Posco 

23,158 

3,685 

23,257 

20,652 

KO 

267 

Allied  Irish  Banks 

7,580 

1,587 

157,164 

20,754 

IR 

217 

Volvo  Group 

30,233 

1,640 

32,317 

17,650 

sw 

269 

Royal  KPN 

13,812 

1,699 

25,241 

22,263 

NE 

218 

Aflac 

14,362 

1,483 

56,361 

23,138 

us 

270 

Sumitomo 

19,120 

794 

51,529 

17,083 

JA 

219 

Dominion  Resources 

18,041 

1,039 

52,576 

25,593 

us 

271 

Union  Pacific 

13,578 

1,026 

35,620 

23,611 

US 

220 

FedEx 

30,851 

1,575 

21,211 

32,601 

us 

272 

Medtronic 

11,003 

2,001 

18,339 

65,258 

US 

221 

Loews 

16,018 

1,201 

74,636 

20,863" 

us 

273 

Emerson  Electric 

17,883 

1,524 

16,626 

33,639 

US 

222 

Denso 

26,124 

1,237 

25,769 

30,526 

JA 

274 

International  Paper 

24,097 

1,100 

28,559 

16,070 

US 

223 

CNP  Assurances 

38,129 

854 

241,223 

13,289 

FR 

275 

Danone 

15,395 

1,730 

17,912 

28,292 

FR 

224 

BCE 

16,427 

1,686 

34,936 

22,507 

CA 

276 

Mitsui  Sumitomo  Ins 

18,764 

613 

69,061 

19,015 

JA 

225 

Iberdrola 

13,875 

1,634 

34,424 

28,451 

SP 

277 

Archer  Daniels 

35,834 

1,019 

20,099 

20,739 

US 

226 

Nomura  Holdings 

10,019 

884 

320,717 

36,914 

JA 

278 

Fifth  Third  Bancorp 

7,495 

1,549 

105,225 

21,475 

US 

227 

Seven  &  I  Holdings 

31,355E 

972E 

21,743 

55,564 

JA 

278 

Central  Japan  Railway 

13,151 

896 

48,173 

22,027 

JA 

228 

Exelon 

15,357 

965 

42,389 

38,058 

us 

280 

Genworth  Financial 

10,504 

1,221 

105,292 

14,987 

US 

229 

KDDI 

27,244 

1,872 

22,846 

21,632 

JA 

281 

Anheuser-Busch  Cos 

15,036 

1,839 

16,555 

32,249 

US 

230 

Federated  Dept  Stores 

22,390 

1,406 

33,168 

19,338 

US 

282 

ACE 

13,092 

1,029 

62,519 

16,088 

BU 

231 

Southern  Co 

13,552 

1,591 

39,877 

25,237 

US 

283 

Apple  Computer 

16,190 

1,605 

14,181 

57,916 

US 

232 

Standard  Chartered 

8,051 

1,544 

141,412 

33,909 

UK 

284 

Texas  Instruments 

13,392 

2,325 

15,063 

48,448 

US 

233 

Chubb 

13,930 

1,826 

46,744 

19,141 

US 

285 

Standard  Bank  Group 

9,345 

1,366 

108,547 

15,394 

SA 

234 

Walgreen 

43,213 

1,577 

15,402 

45,391 

US 

286 

Kookmin  Bank 

13,211 

532 

176,119 

25,843 

KO 

235 

Bouygues 

31,753 

1,164 

33,186 

17,730 

FR 

287 

CVS 

37,006 

1,225 

15,283 

23,062 

US 

236 

Hitachi 

84,222 

480 

86,541 

23,610 

JA 

288 

TXU 

10,437 

1,780 

24,908 

25,170 

US 

237 

ThyssenKrupp  Group 

50,558 

1,225 

42,080 

13,034 

GE 

288 

Sears  Holdings 

38,948 

609 

30,740 

19,392 

US 

237 

Carnival 

11,087 

2,257 

28,432 

41,682s 

PA 

290 

Bridgestone 

22,796 

1,531 

21,784 

15,381 

JA 

239 

Bear  Stearns  Cos 

11,552 

1,462 

292,635 

15,308 

US 

291 

PNC  Financial  Service 

7,896 

1,325 

91,969 

19,909 

US 

240 

Oracle 

12,888 

2,879 

19,346 

64,013 

US 

292 

Golden  West  Finl 

6,662 

1,486 

124,615 

21,848 

US 

241 

Deere  &  Co 

22,006 

1,460 

33,057 

17,891 

US 

292 

Nippon  Oil 

35,538 

1,227 

32,584 

11,108 

JA 

242 

Cendant 

18,236 

1,682 

34,100 

17,390 

US 

294 

Power  Corp  of  Canada 

20,269 

791 

87,805 

12,393 

CA 

243 

Cemex 

15,334 

2,113 

26,440 

23,817 

MX 

295 

Bank  of  Ireland 

7,312 

1,400 

163,814 

18,271 

IR 

244 

Schlumberger 

14,717 

2,207 

18,077 

67,712 

NE 

296 

Woori  Finance  Holding 

8,676 

1,249 

131,172 

16,062 

KO 

245 

Diageo 

12,059 

2,464 

23,767 

43,789 

UK 

297 

China  Life  Insurance 

9,413 

866 

52,387 

30,530 

CN 

246 

Devon  Energy 

10,741 

2,930 

30,273 

26,049 

US 

298 

Reliance  Industries 

'  15,084 

1,746 

18,612 

22,259 

IN 

247 

Bank  of  New  York 

8,312 

1,571 

102,074 

26,372 

US 

299 

McKesson 

85,877 

790 

20,760 

16,564 

US 

248 

First  Data 

10,490 

1,586 

34,249 

34,425 

US 

300 

America  Telecom 

17,166 

1,112 

22,850 

20,134 

MX 

249 

Burlington  Northern 

12,987 

1,531 

30,304 

29,220 

US 

301 

BG  Group 

9,320 

2,625 

19,323 

41,261 

UK 

250 

Cigna 

16,684 

1,625 

44,863 

14,876 

US 

302 

SLM 

6,518 

1,382 

99,339 

24,212 

US 

251 

Chubu  Flsctric  Power 

19,903 

852 

51,691 

19,553 

JA 

303 

Kimberly-Clark 

1 5,903 

1,581 

16,303 

27,312 

US 

252 

Takeda  Pharmn 

10,477 

2,589 

23,632 

49,677 

JA 

304 

SK  Corp 

41,706 

1,631 

41,639 

7,950 

KO 

253 

Kansai  Electric  Powe> 

24,384 

651 

61,047 

21,640 

JA 

305 

Vale  do  Rio  Doce 

10,371 

2,432 

15,969 

53,219 

BR 

Lafarge 



18,876 

1,296 

32,594 

18,368 

FR 

306 

Raytheon 

21,894 

871 

24,381 

19,338 

US 
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We 
want 
you  to 
know 


Aetna's  Information 


"By  far  the  richest 
online  selection 
of  the  Big  Three." 

-BusinessWeek 

In  BusinessWeek  magazine's  recent 
comparison  of  Web  sites  and  information 
tools  offered  by  the  top  three  national 
health  insurers,  Aetna  received  the 
highest  marks.  According  to  their  article, 
they  "found  the  richest  set  of  offerings 
at  Aetna's  site."  And  Aetna's  online  survey 
to  help  members  evaluate  and  manage 
their  health  was  said  to  be  "the  most 
comprehensive."  To  learn  more  about  how 
our  information  can  help  your  employees 
make  better  health  care  decisions, 
call  your  broker,  Aetna  representative, 
or  visit  us  online  at  aetna.com. 

We  want  you  to  know™ 


KAetna' 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.     Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  From  BusinessWeek  article,  February  20,  2006, 
copyright  by  The  McGraw-Hill  Companies,  Inc.,  comparing  Aetna,  UnitedHealth,  and  Wellpoint 
member  Web  sites.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200615 


LEADING  COMPANIES  IN  THE  WORLD 


Rank 

Company 

Sales 
(Smi!) 

Profits 
(Smil) 

Assets 
($mil) 

Market 
value 
(Smil) 

®  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

@ 

307 

Erste  Bank 

9.093E 

841 

189,131 

18,225 

AC 

359 

KeyCorp 

6,695 

1,129 

93,126 

15,215 

US 

303 

TeliaSonera  Group 

11,017 

1,470 

24,064 

23,932 

cuu 
Jvv 

360 

KT 

16,488 

1,239 

25,214 

11,309 

KO 

309 

Petro-Canada 

15,120 

1,540 

17,760 

23,565 

V_M 

361 

FirstRand 

6,298 

1,218 

69,475 

17,032 

SA 

310 

State  Bank  of  India 

12,470 

1,251 

143,689 

10,405 

IM 

362 

American  Electric 

11,900 

814 

36,172 

14,361 

US 

311 

Indian  Oil 

30,133 

1,252 

19,339 

14,621 

IN 

363 

CRH 

16,662 

1,034 

16,103 

17,519 

IR 

312 

Japan  Tobacco 

18,753 

584 

26,406 

33,085 

IA 

JM 

364 

Apache 

7,584 

2,624 

19,272 

22,036 

US 

313 

Fuji  Photo  Film 

23,580 

788 

27,390 

16,489 

IA 

JM 

365 

EMC 

9,664 

1,133 

16,790 

33,518 

US 

314 

LG  Electronics 

43,980 

833E 

32,424 

11,585 

ten 

366 

Xerox 

15,701 

986 

21,953 

13,875 

US 

315 

Mitsubishi  Electric 

31,822 

664 

26,589 

17,326 

IA 

JM 

367 

General  Mills 

11,426 

1,312 

18,460 

17,533 

US 

316 

Alcatel 

15,528 

1,084 

22,521 

19,240 

FR 

368 

Sompo  Japan  Insurance 

17,749 

483 

54,800 

14,436 

JA 

317 

InBev 

11,625 

976 

24,224 

28,071 

RF 

DC 

369 

PG&E 

11,703 

917 

34,074 

13,021 

US 

318 

Weyerhaeuser 

22,629 

733 

28,229 

16,604 

IK 
UJ 

370 

Pub  Svc  Enterprise 

12,430 

678 

29,815 

17,428 

US 

319 

Tiirkiye  Is  Bankasi 

14,289 

771 

34,575 

18,922 

Tl  1 

370 

SABMiller 

10,606 

1,141 

15,228 

29,717 

UK 

320 

Cathay  Financial 

9,397 

938 

83,342 

16,444 

TA 

372 

PTT  Public  Company 

16,581 

1,612 

12,489 

17,859 

TH 

321 

ABB  Group 

21,304 

702 

21,648 

24,643 

ji. 

373 

Capitalia 

9,706 

458 

177,968 

19,556 

IT 

321 

Aeon 

40,154 

594 

26,090 

17,461 

IA 

JM 

374 

Sumitomo  Metal  Inds 

11,540 

1,034 

17,863 

21,601 

JA 

323 

Progressive 

14,303 

1,394 

18,899 

21,178 

1 |C 

375 

Itausa 

10,172 

739 

50,540 

13,840 

BR 

324 

Best  Buy 

29,382 

1,068 

13,242 

26,387 

1  K 

376 

Entergy 

10,106 

924 

29,967 

15,040 

US 

325 

ForeningsSparbanken 

7,986 

1,293 

153,569 

13,667 

cuu 

JVV 

377 

CIC  Group 

16,495 

722 

232,013 

7,472 

FR 

326 

Toshiba 

54,451 

430 

39,398 

18,485 

IA 

JM 

378 

Saudi  Telecom 

8,131 

2,483 

11,229 

88,313 

SU 

327 

Automatic  Data 

8,830 

1,077 

29,643 

26,652 

1 K 

379 

Regions  Financial 

6,124 

1,001 

84,786 

15,872 

US 

328 

Sharp 

23,697 

717 

21,897 

19,497 

IA 

JM 

380 

Kyushu  Electric  Power 

13,143 

833 

36,708 

11,445 

JA 

329 

Edison  International 

11,203 

1,244 

35,508 

14,453 

1 IC 

Uj 

JO  1 

SAP 

10,063 

1,768 

10,435 

63,096 

GE 

330 

Alltel 

9,487 

1,339 

24,013 

24,181 

1  K 

Uj 

Holcim 

11,592 

802 

22,592 

17,591 

SZ 

331 

Christian  Dior 

17,912 

630 

33,864 

16,856 

FR 

JO  J 

Thomson  Corp 

9,036 

970 

19,436 

24,942 

CA 

332 

Schneider  Electric 

13,805 

1,175 

18,699 

22,343 

FR 
rr\ 

J  OH 

Natexis  Banques 

13,585 

552 

188,590 

10,368 

FR 

333 

Sberbank 

7,837 

696 

69,287 

30,517 

Rl  1 

r\U 

JOJ 

OMV  Group 

13,406 

869 

17,551 

18,535 

AS 

334 

Itochu 

18,542 

726 

40,709 

13,346 

1 A 

joO 

Sempra  Energy 

1  1,737 

920 

29,213 

12,295 

US 

335 

Henkel  Group 

14,372 

2,354 

17,383 

15,369 

r;F 

JO/ 

Illinois  Tool  Works 

12,922 

1,495 

11,446 

24,105 

US 

335 

Burlington  Resources 

7,587 

2,683 

19,225 

34,091 

1  IC 

Uj 

JOO 

Unibanco  Group 

9,862 

786 

39,278 

13,240 

BR 

335 

NEC 

45,298 

625 

33,041 

12,406 

1 A 

3RQ 

JOJ 

Husky  Energy 

8,809 

1,722 

13,583 

25,925 

CA 

338 

Shinhan  Financial 

9,356 

1,015 

141,624 

12,579 

jjU 

Sasol 

10,420 

1,441 

13,180 

23,277 

SA 

339 

Taiwan  Semiconductor 

8,166 

2,851 

15,829 

46,415 

TA 
IM 

J  jU 

Eurohypo 

12,768 

512 

307,356 

10,556 

GE 

340 

Areva  Group 

15,073 

581 

33,459 

22,628 

CD 

rr\ 

j  jZ 

Qualcomm 

6,024 

2,250 

13,429 

77,814 

US 

341 

Principal  Financial 

9,008 

919 

127,000 

13,637 

1  IC 

Uj 

Jjj 

Akzo  Nobel  Group 

15,366 

1,136 

14,687 

14,514 

NE 

342 

DnB  NOR 

6,534 

1,218 

117,341 

16,243 

Suncor  Energy 

9,532 

1,071 

13,200 

34,157 

CA 

343 

Johnson  Controls 

27,985 

906 

21,148 

13,839 

1  IC 
Uj 

3QC. 
jjj 

Ricoh 

16,926 

776 

17,832 

13,726 

JA 

344 

Waste  Management 

13,074 

1,182 

21,135 

18,368 

1  IC 
Uj 

Fujitsu 

44,437 

298 

33,589 

16,728 

JA 

345 

FirstEnergy 

11,989 

891 

31,841 

16,848 

1  IC 

U  j 

jy  / 

Canadian  Natural  Res 

7,516 

903 

18,789 

29,265 

CA 

346 

Orix 

7,493 

854 

56,444 

23,898 

1 A 

JA 

OOD 

jy<s 

Vodafone 

64,524 

-14,253 

250,218 

1  15,441 

UK 

347 

FPL  Group 

11,846 

885 

33,004 

16,562 

1  IC 

U  j 

3QQ 

jyy 

Canadian  National 

6,225 

1,338 

19,078 

25,096 

CA 

348 

Monte  dei  Paschi 

8,844 

697 

174,574 

15,646 

IT 
1  1 

A(\(\ 

Medco  Health 

35,98! 

558 

13,703 

17,108 

US 

348 

Amerada  Hess 

23,254 

1,242 

19,115 

12,868 

1  IC 
Uj 

JC  Penney 

18,781 

1,088 

12,461 

13,604 

US 

350 

State  Street 

7,496 

780 

97,968 

20,845 

1  IC 

Uj 

Af\~) 

Tohoku  Electric  Power 

•  15,035 

531 

36,882 

11,332 

JA 

351 

Cadbuny  Schweppes 

11,182 

1,440 

18,675 

21,167 

UK 

JftT 

4Uj 

Continental 

17,093 

914 

12,921 

14,925 

GE 

352 

Caremark  Rx 

32,991 

932 

12,851 

22,195 

US 

404 

Hon  Hai  Precision  Ind 

17,039 

936 

9,544 

25,413 

TA 

353 

Viacom 

9,610 

1,257 

18,381 

31,432 

US 

405 

Brookfield  Asset  Mgmt 

5,986 

1,726 

26,058 

14,307 

CA 

354 

Air  Liquide  Group 

12,722 

1,055 

19,573 

21,643 

FR 

406 

Centex 

14,452 

1,267 

22,424 

8,369 

US 

355 

Singapore  Telecom 

7,642 

1,980 

20,660 

26,883 

SI 

407 

Sysco 

31,400 

906 

8,810 

18,611 

US 

356 

T  &  D  Holdings 

19,857 

346 

121,547 

18,282 

JA 

408 

Nike 

14,366 

1,356 

9,144 

22,499 

US 

357 

Anadarko  Petrois 

7.121 

2,471 

22,588 

23,521 

US 

409 

Banco  Popular  Espanol 

4,589 

1,038 

92,009 

16,302 

SP 

358 

Norfolk  Southern 

1,281 

25,861 

20,978 

US 

410 

Investor 

5,874 

5,510 

20,390 

13,225 

SW 

120 
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See  page  1 93  for  country  codes  and  footnotes. 


z 


quality  of  investment  advice 


Time,  like  all  valuable  resources,  is  finite.  And  it's  our  job  to  help  you  make  the  most  of  it.  By  providing  financial  solutions 
that  are  based  on  what  you  need,  instead  of  what  we  have  to  sell.  Adjusting  those  solutions  over  time,  as  your  needs 
change.  Using  our  resources  to  anticipate  the  opportunities,  and  minimize  the  risks.  And  organizing  financial  information 
in  a  way  that's  convenient  for  you.  So  you  can  get  the  most  out  of  all  your  assets.  Including  your  time.  If  you'd  like  to  know 
more  about  how  we  can  help,  call  William  Morrison  at  800-468-2352  or  visit  northerntrust.com. 
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LEADING  COMPANIES  IN  THE  WORLD 


Rank 

Company 

Sales 
($mil) 

Profits 
($mil) 

Assets 
(Smil) 

Market 
value 
($mil) 

®  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

© 

411 

Carso  Global  Telecom 

15,356 

1,047 

23,810 

8,363 

MX  463 

NTPC, 

5,383 

1,334 

15,449 

24,363 

IN 

411 

CSX 

8,618 

1,145 

24,232 

12,084 

US  464 

Charles  Schwab 

4,464 

725 

47,351 

20,922 

US 

413 

Scottish  &  Southern 

14,035 

1,027 

11,921 

17,283 

UK  465 

Reynolds  American 

8,256 

987 

14,519 

15,650 

US 

414 

Sumitomo  Mieui  Finl 

32,211 

-2,185 

915,587 

76,225 

JA  466 

Grupo  Ferrovial 

9,862 

756 

22,580 

10,495 

SP 

415 

Michelin  Group 

18,428 

1,051 

18,504 

8,753 

FR  467 

Hana  Financial 

5,139 

1,294 

81,132 

8,817 

KO 

416 

Sumitomo  Trust  &  Bank 

4,372 

904 

147,676 

17,216 

JA  468 

Albertsons 

41,209 

478 

18,347 

9,387 

US 

416 

Reed  Elsevier 

9,410 

845 

15,709 

21,4996 

UK  469 

Lincoln  National 

5,447 

796 

122,105 

9,834 

US 

418 

Aon 

9,837 

737 

27,800 

12,422 

US  470 

Kellogg 

10,177 

980 

10,575 

18,340 

US 

418 

Accenture 

17,566 

959 

8,123 

27,769 

BU  471 

Chunghwa  Telecom 

5,743 

1,569 

14,697 

17,630 

TA 

420 

Baxter  International 

9,849 

958 

12,727 

23,594 

US  472 

Applied  Materials 

7,069 

1,064 

11,210 

29,435 

US 

421 

Cnooc 

6,687 

1,960 

11,364 

34,659 

HK  473 

Yahoo 

5,258 

1,896 

10,870 

45,485 

US 

422 

Consolidated  Edison 

11,690 

730 

24,850 

11,258 

US  474 

Sunoco 

31,166 

974 

9,931 

10,107 

us 

423 

GUS 

14,720 

800 

13,051 

16,135 

UK  475 

Fortum 

4,583 

1,605 

1 7,884 

21,184 

Fl 

424 

EnBW-Energie  Baden 

13,357 

418 

32,642 

15,387 

GE  475 

Lennar 

13,867 

1,355 

12,541 

9,432 

US 

425 

Colgate-Palmolive 

11,397 

1,351 

8,507 

28,121 

US  477 

United  Overseas  Bank 

3,786 

1,028 

87,235 

14,413 

SI 

426 

Swiss  Life  Holding 

20,105 

547 

143,887 

5,842 

SZ  478 

Hypo  Real  Estate 

11,578 

366 

193,704 

8,823 

GE 

427 

Telenor 

10,012 

883 

14,024 

18,768 

NO  479 

Cepsa 

17,052 

882 

9,373 

14,426 

SP 

428 

Constellation  Energy 

17,132 

630 

21,474 

10,479 

US  480 

Northern  Rock 

7,242 

600 

142,012 

8,313 

UK 

429 

Swisscom 

8,822 

1,398 

12,587 

18,217 

SZ  481 

Suzuki  Motor 

22,071 

565 

15,009 

10,653 

JA 

430 

Norilsk  Nickel 

7,290 

1,899 

13,632 

17,806 

RU  482 

Deutsche  Lufthansa 

23,019 

548 

24,317 

7,567 

GE 

431 

Mitsubishi  Chemical 

20.339E 

627E 

18,297 

10,909 

JA  483 

Ingersoll-Rand 

10,547 

1,054 

11,640 

13,778 

BU 

432 

Formosa  Petrochemical 

10,930 

1,581 

i  1,085 

16,057 

TA  484 

Lucent  Technologies 

9,153 

907 

15,957 

12,485 

US 

433 

Sampo 

5,860 

1,057 

50,172 

11,265 

Fl  485 

Komatsu 

13,387 

551 

13,027 

17,886 

JA 

434 

Paccar 

14,057 

1,133 

13,715 

11,801 

US  486 

Kingfisher 

14,417 

883 

14,829 

9,405 

UK 

435 

EDP-Energias  Portugal 

9,799 

597 

29,851 

12,709 

PO  487 

Tokyo  Gas 

11,110 

784 

15,090 

12,124 

JA 

436 

Omnicom  Group 

10,481 

791 

15,920 

15,855 

US  487 

Mitsui  Trust 

4,275 

877 

123,112 

12,203 

JA 

437 

Shin-Etsu  Chemical 

9,027 

869 

13,635 

23,105 

JA  489 

Marubeni 

28,399 

385 

38,428 

7,500 

JA 

438 

DR  Horton 

14,247 

1,540 

12,813 

10,650 

US  490 

Gas  Natural  SDG 

8,502 

860 

15,382 

13,640 

SP 

439 

Google 

6,139 

1,465 

10,272 

107,172 

US  491 

Marks  &  Spencer 

14,575 

1,110 

8,100 

15,151 

UK 

440 

Safeway 

38,416 

561 

15,757 

10,903 

US  492 

Rolls-Royce 

11,345 

601 

15,258 

13,721 

UK 

440 

Wolseley 

19,785 

811 

11,231 

14,684 

UK  493 

Sumitomo  Chemical 

12,095 

601 

15,203 

12,983 

JA 

442 

WPP 

9,233 

625 

24,500 

14,536 

UK  494 

ConAgra  Foods 

14,348 

782 

13,309 

10,920 

US 

442 

Ameriprise  Financial 

7,484 

574 

92,274 

11,188 

US  495 

BOC  Hong  Kong 

2,758 

1,540 

102,545 

21,326 

HK 

444 

Progress  Energy 

10,108 

696 

27,074 

11,139 

US  495 

Veolia  Environnement 

33,478 

170 

48,830 

20,383 

FR 

445 

ACS  Group 

14,872 

625 

17,063 

13,134 

SP  497 

Daiwa  Securities 

4,845 

491 

115,376 

16,082 

JA 

446 

Finmeccanica 

12,178 

713 

28,002 

9,241 

IT  498 

Kohl's 

13,402 

842 

9,153 

16,578 

US 

446 

Pulte  Homes 

14,695 

1,492 

13,048 

9,928 

US  499 

Computer  Sciences 

14,611 

846 

12,624 

10,119 

US 

448 

TNT 

17,076 

905 

10,701 

14,801 

NE  499 

Staples 

16,079 

834 

7,677 

17,925 

US 

449 

CIT  Group 

5,653 

949 

63,387 

10,768 

US  499 

Mitsubishi  Estate 

7,234 

338 

29,126 

27,912 

JA 

450 

Lagardere  SCA 

15,266 

518 

25,830 

11,000 

FR  502 

Altadis 

15,022 

682 

13,028 

11,176 

SP 

451 

AES 

10,636 

562 

29,648 

11,327 

US  502 

TransCanada 

5,266 

1,040 

20,734 

14,980 

CA 

452 

Gap 

16,023 

1,112 

8,821 

16,172 

US  504 

Eletrobras 

7,497 

487 

44,531 

11,324 

BR 

453 

Gannett 

7,599 

1.245 

1 5,743 

14,797 

US  505 

Kerr-McGee 

5,917 

3,240 

14,260 

11,252 

US 

454 

Sanlam 

16,348 

579 

39,860 

7,200 

SA  506 

Dai  Nippon  Printing 

13,295 

559 

14,757 

12,539 

JA 

455 

George  Weston 

26,967 

600 

15,911 

9,879 

CA  507 

Clear  Channel  Commun 

6,610 

635 

18,703 

16,698 

US 

456 

Sara  Lee                  |  19,131 

546 

IS  143 

13,432 

US  508 

Phelps  Dodge 

8,287 

1,567 

10,358 

14,021 

US 

457 

BCP-Bco  Com  Port 

5,362 

891 

□0,039 

10,652 

PO  509 

Marsh  &  McLennan 

11,652 

404 

17,831 

16,498 

US 

458 

Masco 

12,642 

940 

1 2,604 

13,450 

US  510 

Xstrata 

6,358 

1,099 

12,197 

18,443 

SZ 

459 

TDC  Group 

7,946 

1,594 

15,967 

11,957 

DE  511 

Williams  Cos 

12,584 

315 

33,656 

12,357 

US 

China  Netcom  Group 

7,861 

1,120 

19,684 

11,770 

HK  512 

Portugal  Telecom 

8,173 

679 

16,922 

13,055 

PO 

461 

Asahi  Glass 

12,931 

508 

17,525 

16,708 

JA  513 

Directv  Group 

13,165 

336 

15,630 

21,906 

US 

462 

Coca-Cola  Enterpri  -as 

18,706 

514 

25,357 

9,310 

US  514 

Kyocera 

11,016 

428 

16,286 

16,833 

JA 

122  FORBES 
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See  page  1 93  for  country  codes  and  footnotes. 


How  Much  Does  One  Minute 
Of  Downtime  Cost  Your 
Shareholders? 


When  production  screeches  to  a  halt  it  can  devastate  your  balance  sheet.  In  fact,  in  a  recent 
survey  of  101  manufacturing  executives,  one  minute  of  downtime  averaged  $22,000.*  That's 
why  properly  maintaining  manufacturing  assets  can  have  a  dramatic  effect  on  profitability. 
We're  Advanced  Technology  Services  (ATS)  and  we  make  factories  run  better.  In  fact,  we  help 
some  of  the  world's  most  prestigious  companies  increase  asset  performance  by  as  much  as  30 
percent  or  better.  Why  waste  another  minute?  Call  1 .800.328.7287  for  a  free  assessment  today. 


We  Make  Factories  Run  Better. 


See  how  ATS  can  help  you  increase  your 
asset  performance.  Download  The  Guide 
to  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance. 
;  www.advancedtech.com/theguide 


ATS 


Advanced  Technology  Services,  Inc. 

www.advancedtech.com 


*  Source  Nielsen  Research.  For  the  full  report  go  to  www.advancedtech.com/survey 


Fractional  Jet  Ownership  Designed  Around  You 

Bombardier  Flexjet*  gives  you  more  flexibility  than  any  other  fractional  jet  ownership  program.  Forget  having  to  select  from  limi 
program  options.  Only  Flexjet  lets  you  fly  the  exact  hours  you  need,  with  the  benefits  you  desire  -  all  provided  by  the  indus 
best  people  delivering  the  highest  standards  of  service.  The  Flexjet  experience  can  also  be  enjoyed  25  hours  at  a  time  with  t 
Flexjet  Membership  Card.1"  If  you  want  the  ultimate  level  of  flexibility  in  fractional  ownership,  you  can  have  it.  Fueled  and  waiti 

Call  1 -800-FLEXJET  or  visit  flexjet.c 

BOMBARDIER 

FLEXJET 

.  iorrsVm<  and  conditions   Flights  operated  by  Jet  Solutions  LLC. 
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the  Enlightened 
Business  Traveler 


Written  and  produced  by  Mark  Patiky 


ore  than  ever,  in  this  age  of  instant  messaging,  videoconferencing  and 
the  cell  phone,  business  relies  on  face-to-face  contact.  But  it  can't  seem 
to  rely  on  the  commercial  air  transportation  system,  which  once  made 
rig-distance  personal  contact  relatively  easy. 

In  2005,  on-time  performance  of  U.S.  airlines  continued  to  slide,  and  security 
:reenings  plus  cutbacks  in  scheduled  flights  added  time  and  inconvenience  to  the 
perience.  By  2017,  the  Federal  Aviation  Administration  (FAA)  forecasts  the  volume  of 
rline  passengers  will  grow  by  45%  to  more  than  a  billion  passengers  annually.  The 
ilue  of  productive  hours  lost  will  undoubtedly  increase. 
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Arthur  L.  Allen,  who 
forged  ASG  Software 
Solutions  from  a  small 
entrepreneurship  into 
a  $200  million-a-year 
business,  is  one  of  a  growing  number 
of  business  travelers  turning  to  an 
alternative  air  transportation  system: 
business  aviation.  Allen  personally 
meets  with  at  least  1,000  customers 
across  the  globe  annually.  He  says, 
"The  only  way  to  do  that  is  by  using 
a  corporate  aircraft." 

Today,  tens  of  thousands  of  compa- 
nies and  individuals  are  using  private 
aircraft  to  get  where  they  need  to  be  on 
a  schedule  they  set;  and  according  to  the 
FAA,  the  number  of  private  business  jets 
will  triple  over  the  next  decade. 

While  increasingly  less  effective 
commercial  options  partly  explain  the 
growth  in  this  travel  segment,  there  are 
in  fact  many  other  reasons  behind  the 
migration  to  business  aviation. 

One  reason  is  access.  Ed  Bolen, 
president  and  chief  executive  officer 
of  the  National  Business  Aviation 
Association  (NBAA),  which  represents 
more  than  7,000  companies  that  rely 
on  business  jets,  turboprops  and 
smaller  aircraft  daily,  emphasizes  that 
business  aircraft  have  access  to  more 
than  6,500  airports  across  the  U.S.  — 
facilities  that  are  not  crowded  and 
usually  much  closer  to  a  traveler's 
actual  destination.  Airlines  serve  only 
about  500  or  fewer  airports  in  the  U.S 
and  concentrate  75%  of  all  traffic 
through  only  30  major  hubs. 

Business  aircraft  also  create  oppor- 
tunities, says  Bolen;  they  enable  a  team 
to  hit  three  cities  in  a  day,  or  a  company 
to  bring  an  important  client  to  their 
headquarters.  And  they  generate  per- 
haps the  most  precious  commodity  in 
the  business  world  today:  time. 

"I  couldn't  have  created  the  busi- 
ness relationships  I  was  able  to 
without  it,"  says  Stephen  Cloobeck, 
president  and  chief  executive  officer 
of  Las  Vegas-based  Diamond 
Resorts  LLC,  who  relies  on  his  com- 
pany jet.  "And  I  wouldn't  have  as 
much  time  v/itb  my  family.  That's 
very  imports 


The  benefits  cited  by  business  avi- 
ation users  are  backed  up  by  research. 
An  independent  study  of  workplace 
efficiency  by  a  major  accounting  firm 
found  that  time  onboard  a  business 
aircraft  is  actually  more  productive 
than  time  spent  in  an  office,  thanks  to 
the  lack  of  distractions  and  full  com- 


plement of  business  tools,  from 
phones  to  Internet  access.  In  addition, 
financial  analysis  of  S&P  500  peer 
companies  over  a  10-year  period 
found  those  that  use  business  aircraft 
earned  141%  more  in  cumulative 
returns  than  companies  that  did  not. 

These  facts  about  business  aviation 
are  undisputed.  What  has  changed  is 
that  a  host  of  new  access  options,  new 
aircraft  and  new  technologies  are 
making  business  aircraft  benefits 


more  accessible  and  more  afforda 
to  a  growing  number  of  potent 
users.  You  and  your  company  co< 
be  one  of  them. 

The  Enlightened  Business  Trave 
is  your  guide  to  these  opportunities 
explains  the  realities  and  explores 
the  access  options,  from  outri^ 


ownership  to  fractional  programs, 
cards,  charter  and  even  owner-flo1 
business  aircraft.  It  profiles  busines 
and  people  who  are  using  the  trem< 
dous  power  of  private  aviation 
build  their  businesses,  reduce  th 
operating  costs,  gain  a  competiti 
advantage  and  help  maximize  th 
organization's  efficiency  and  effecti 
ness.  And  it  details  how  these  trer 
are  transforming  the  way  Amen 
does  business. 


"To  be  competitive,  you  have  to  be  there, 

face-to-face.  A  corporate  aircraft  makes 

you  so  much  more  competitive.  In  the  air 

it's  a  place  where  you  can  really  capture  a 

client's  attention.  It's  very  productive  time. 

GARY  LEFF 

President 

LT  Development 


VITH  NETJETS,  GETTING  THERE  IS 

3ART  OF  THE  VACATION. 


Having  a  plane  where  you  want  when  you  want,  free  of 
crowds  and  endless  lines,  is  just  the  beginning.  Your 
Netjets  Owner  Services  Team  sees  to  every  detail,  ensuring 
you're  as  comfortable  onboard  as  you  are  at  home. 
Knowing  the  industry's  most  experienced  pilots  are  flying 
the  largest,  most  proven  fleet  in  the  fractional  sky  will 
surely  contribute  to  a  parent's  peace  of  mind.  As  will  never 
hearing,  "Are  we  there  yet?"  To  make  Netjets  part  of  your 
life,  call  1-877-356-0754  or  visit  www.netjets.com. 


 :  - 


NETJETS9 

Make  every  moment  count' 



2006  Netjets  Inc.  |  Netjets  is  a  Berkshire  Hathaway  company. 
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Owning  Your  Own  Jet 

All  Yours  All  the  Time 


Today,  more  than  15,000 
companies  worldwide 
operate  more  than  25,000 
business  aircraft,  points 
out  NBAA's  Bolen,  Record 
aircraft  sales  in  2005,  representing  a 
21%  increase,  and  order  backlogs 
through  2007  underscore  growth  is 
continuing  at  a  rapid  pace.  Honey- 
well Inc.,  well  known  for  highly 
accurate  business  jet  sales  forecasts, 
predicts  this  trend  will  continue 
through  the  end  of  the  decade. 

Experts  agree  that  if  you  fly  300 
to  400  or  more  hours  a  year,  you're 
a  candidate  for  whole  ownership. 


reason  to  own  outright.  In  cases  of 
low  utilization,  many  companies  turn 
to  firms  that  can  charter  the  aircraft 
when  it's  otherwise  not  in  use.  Last 
year,  for  example,  TAG  booked  more 
than  43,000  hours  in  global  charter 
largely  on  aircraft  independently 
owned  by  corporations. 

The  Managed  Option 

Some  of  the  biggest  obstacles  for 
many  new  buyers  are  the  aircraft  oper- 
ational demands.  One  doesn't  have  to 
go  it  alone,  however.  Many  buyers 
choose  to  outsource  these  functions  to 
experts.  TAG,  for  example,  operates  a 


However,  J.W.P.  (Jake)  Cartwright, 
chief  executive  officer  of  TAG  Avia- 
tion, one  of  the  world's  foremost 
charter  and  aircraft  management 
organizations,  points  out  that 
although  a  company  might  not  reach 
that  level,  it  still  may  have  good 


global  fleet  of  more  than  180  aircraft 
and  offers  management  services  at  over 
50  locations  in  the  U.S. 

Large  management  firms  not  only 
take  care  of  every  aspect  of  the  oper- 
ation; they  can  also  reduce  the  oper- 
ring    expenses    through  volume 


buying  power  and  leverage  in  t 
marketplace.  These  savings  are  pas< 
on  to  the  owner. 


FLIGHT  LOG 


Harrah's  Entertainment,  ln< 

In  what  appeared  to  be  an  unus) 
career  move,  Gary  Loveman  lef 
promising  teaching  position  at  H 
vard  and  headed  to  Las  Vegas  to  ta 
the  helm  at  Harrah's  Entertainme: 
Inc.  With  his  motivating,  hands- 
management  style,  Loveman,  ni 
Harrah's  chairman,  president  a 
chief  executive  officer,  transform 
the  relatively  small  gaming  firm  irj 
an  industry  giant  with  43  propert 
and  100,000  employees  on  thi| 
continents.  His  Dassault  Falcon  J 
are  helping  him  maintain  th 
winning  hand. 

Harrah's  relies  heavily  on  six  coi 
pany  jets  —  soon  to  be  an  all-Falc 
fleet  including  five  Falcon  2000Ei 
plus,  by  2008,  the  new  long-range  hi§ 
tech  Falcon  7X.  "With  the  use  of  t 
corporate  planes,  I  am  able  to  do 
awful  lot  more  and  do  it  a  lot  mc 
productively,"  says  Loveman.  He  oft 
visits  two  or  three  properties  in  a  di 
and  he  keeps  his  senior  executives  on 
similarly  frenetic  schedule.  "Many 
these  locations  are  off  the  beaten  trai 
—  places  that,  if  you  were  to  try  a 
travel  to  extensively  [by  airlines],  woii 
be  awfully  tough  [to  reach],"  he  sa; 


HE  WORLD  STANDARD  IS  AN 


EXCEPTIONAL  OWNERSHIP  EXPERIENCE 

For  more  than  40  years,  Gulfstream  has  been  setting  The  World  Standard™  in  business  aviation 

designing,  building  and  supporting  a  distinguished  family  of  business  jets.  Every  Gulfstream  is  backed 
with  an  excellent  warranty  and  our  award-winning  product  support  including  our  newest  location  at 
Luton,  England.  To  learn  more,  call  Raynor  Reavis  at  912-965-3233  or  visit  www.gulfstream.com. 


Gulfstream 


A  GENERAL  DYNAMICS  COMPANY 
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reeling  off  destinations  like  Cherokee, 
N.C.,  Tunica,  Miss,  and  Council  Bluffs, 
Iowa.  "Having  the  planes  available  to 
our  very  top  people  and  the  ability  to 
travel  in  and  out  of  these  locations  is 
enormously  helpful." 

Harrah's  Vice  President  of  Aviation 
Jim  Sites  oversees  the  flight  operation 
and  calls  the  jets  "indispensable  tools." 
With  new  properties  developing  in 
China  and  the  Pacific  Rim,  he  expects 
the  new  long-range  Falcon  7X  to  top  a 
whopping  1,000  hours  annually.  "[The 
jet]  is  a  force  multiplier  allowing  our 
senior  executives  to  be  in  more  places 
in  less  time,"  says  Sites.  For  Loveman, 
that's  an  excellent  bet  for  success. 


FLIGHT  LOG 


ASG  Software  Solutions 

Despite  being  a  high-tech  global 
leader  in  cutting-edge  enterprise  soft- 
ware, Arthur  Allen,  president  and 
chief  executive  officer  of  Naples,  Fla.- 
headquartered  ASG  Software  Solu- 
tions, still  believes  in  doing  business 
the  "old-fashioned  way"  —  face-to- 
face.  Today,  one  of  his  most  powerful 
tools  for  creating  business  opportunities 
his  new  Gulfstream  G550  business  jet. 
"It  has  totally  changed  the  way  we  do 
business,"  he  says. 


Six  years  ago,  the  relatively  small 
ASG  embarked  on  an  acquisition 
campaign.  Allen  started  chartering, 
and  quickly  determined  his  own  plane 
was  essential.  "We  were  a  $25  million 
company  then.  We  closed  2005  at 
$168  million.  Without  the  jet,  we 
would  probably  be  a  $35  million 
company,"  he  says. 

This  year,  his  new  17-seat  Gulf- 
stream  will  top  700  hours  aloft  and 
cover  one-third  of  a  million  miles  or 
more  on  globe-spanning  business  trips 
lasting  four  to  six  weeks.  He  selected 
the  long-legged  Gulfstream  primarily 
for  its  range  and  safety  features. 

With  a  cabin  outfitted  with  wire- 
less high-speed  Internet  and  satellite 
communications,  Allen  and  his  man- 
agers can  run  the  company  easily  at 
40,000  feet  and  500  mph.  "While 
we're  in  the  air,  we'll  use  [the  airplane] 
as  our  corporate  office  to  develop 
new-technology  strategies  and  new 
presentations  designed  specifically  for 
the  company  we  are  about  to  visit," 
says  Allen.  Flying  day  or  night,  his 
new  Gulfstream  also  doubles  as  an 
airborne  hotel,  restaurant  and  confer- 
ence room,  "because  you  can  make 
better  use  of  time,"  he  says.  "That's 
where  I  live  250  days  a  year." 

On  the  ground,  the  Gulfstream  is 
equally  useful.  Equipped  with  every 
conceivable  office  presentation  tool, 
the  cabin  becomes  ASG's  mobile 
headquarters  and  has  proven  the  ideal 
location  for  client  meetings. 

"You  can't  replace  the  personal 
one-to-one  relationship  when  you  are 
doing  business,"  says  Allen,  who,  with 
his  management  team,  schedules  four 
to  six  appointments  a  day.  His  deal- 


4kWe  look  at  our  aircraft  as  a  tool  and  that's 
how  we  use  it.  It  lias  totally  changed  the  way 
we  do  business.  It  is  an  incredible  tool." 

ARTHUR  ALLEN 

President  and  Chief  Executive  Officer 

ASG  Software  Solutions 


making  success  astounds  m 
"Without  the  investment  in  corpo 
aircraft,  [these  meetings]  just  woul 
happen,"  says  Allen. 


Diamond  Resorts,  LLC 

Stephen  Cloobeck,  president  i 
chief  executive  officer  of  Diamc 
Resorts,  LLC,  travels  a  lot.  His  1 
Vegas-based  company  has  wi< 
ranging  real  estate  developm* 
interests,  which  take  him  through 
the  Southwest,  across  the  nation  a 
to  Europe. 

Disillusioned  with  the  time  pen£ 
and  inconvenience  of  commerc 
airline  service,  Cloobeck  began  ch 
tering  and  then  purchased 
Embraer  Legacy.  "We  needed  i 
increased  productivity,  and  if  y 
look  at  what  [traveling  commercia 
costs  you  in  terms  of  wasted  ti 
and  peace  of  mind,  it's  not  a  diffic 
decision  to  make,"  he  says. 

Cloobeck  is  delighted  with  t 
Legacy's  low  operating  costs  a 
maintenance  requirements.  He  p 
ticularly  likes  the  spaciousness  of  1 
large  cabin,  which  seats  13  in  thi 
separate  compartments.  It  is  oft 
filled  with  architects,  contractc 
and  interior  designers,  who  he  tat 
with  him  to  projects.  "We're  able 
get  a  lot  of  work  done  —  there's 
difference  in  being  on  this  plane 
being  in  the  office.  Actually,  il 
better.  The  Legacy  really  got  I 
back  in  business,"  says  Cloobec 
referring  to  his  ability  to  expa 
well  beyond  Las  Vegas.  "This  was  t 
best  decision,"  he  adds.  "There 
nothing  that  compares.  It's  a  treme 
dous  tool." 


HYBRID  OF  THE  SKIES 


Avantair,  the  fractional  aircraft  solution  to  high 
fuel  surcharge.  As  the  exclusive  provider  of  the 
Avanti  P.180,  we  offer  the  lowest  fuel  surcharge 
in  the  industry.  But  we'll  let  the  numbers  speak 
for  themselves: 


73  less       69°  less      50°°  less 


fuel  surcharge  fuel  surcharge  fuel  surcharge 
than  mid-size  than  light         than  other  twin 

business  jets*         business  jets*  turboprops* 

Averages  based  on  January  2006  industry  fuel  surcharge  rates 

The  cabin  of  a  mid-size  aircraft,  with  a  fuel  sur- 
charge beyond  compare.  Call  1.877.BUY.P180 

today  to  experience  Avantair  fractional  ownership 
in  a  category  all  its  own. 


avantair.com 
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Charter 

Ultimate  Convenience  and  Flexibility 


The  easiest  and 
most  economi- 
cal first  step 
toward  gaining 
all  the  advan- 
tages of  a  business  aircraft  is 
typically  through  charter, 
notes  TAG's  Cartwright. 
You  pay  for  it  when  you 
need  it,  without  any  addi- 
tional commitment.  And, 
you  can  charter  once  a  week 
or  once  in  a  while  and  still 
have  the  flexibility  to  select 
the  best  aircraft  for  the  job, 
whether  you're  traveling 
across  the  state,  across  the 
nation  or  beyond. 

Cartwright  is  quick  to 
point  out,  however,  that  all 
charter  is  not  equal.  Federal 
regulations  are  bare  mini- 
mums,  he  cautions.  He  advises  con- 
sulting with  reputable  independent 
experts  that  conduct  stringent  safety 
audits  and  scrutinize  every  aspect  of  a 
charter  operation,  such  as  Wyvern 
Ltd.  or  ARG/US. 

When  it  comes  to  seeking  quality 
charter,  Cartwright  also  advises  not 
allowing  the  lowest  price  to  be  the 
deciding  factor.  Top  charter  compa- 


nies operate  according  to  rigorous 
airline  criteria,  train  crews  intensively 
and  use  only  factory-approved  main- 
tenance practices.  Yes,  it  costs  more, 
Cartwright  points  out,  but  your  safety 
and  peace  of  mind  are  worth  it. 

Alexandre  Monnier,  managing 
director  of  Bombardier  Skyjet, 
agrees.  Skyjet  offers  charter  and 
charter-based  jet  card  programs, 


"We  had  four  highly  paid  executives  spending 

(wo  hours  of  travel  time  instead  of  18.  and 

if  you  look  at  their  fringe  benefits  and  what 

their  time  is  valued  at,  [the  company  plane] 

really  becomes  cost-effective." 

CHARLES  SI  IE  PEL 

Presii1  at  axi    Chief  Executive  Officer 

Stiefel  Laboi 


working  exclusively  with  the  nation 
most  respected  providers.  He  poir 
out  that  Skyjet  does  its  own  extei 
sive  research  and  on-site  inspectio 
in  addition  to  utilizing  third-par 
safety  evaluations.  This  assures  t 
customer  that  the  industry's  mc 
demanding  service  and  quality  sta 
dards  are  met. 

Charter  demand  is  up  by  30 
over  the  previous  year,  repot 
Monnier,  who  explains  that  chart 
is  the  perfect  gateway  to  samplii 
business  aircraft  benefits.  F 
round-trip  customers,  it  represer 
the  most  cost-effective  way  to  enj< 
the  benefits  of  private  jet  travel.  H 
if  you're  traveling  one  way  ai 
remaining  for  some  time,  be  pc 
pared  for  the  additional  expense 
empty-leg  flights  necessary  to  retui 
the  aircraft  to  its  point  of  origin, 
those  situations,  there  are  still  othj 
solutions  like  jet  cards  or  fractior 
ownership,  says  Monnier. 


ngineered  to  a  higher  standard,  nothing  flies  like  a  Legacy. 

ith  near-ioo  percent  dispatch  reliability,  the  Legacy™  600  is  forever  ready  whenever  you  need  to  fly. 
id  you'll  want  to  fly  often  in  Legacy's  spacious  cabin,  the  largest  in  its  class  by  far.  With  room  for 
i  passengers  in  three  distinct  privacy  zones,  an  optional  second  lavatory  and  optional  wireless 
ternet  service,  the  Legacy  600  offers  large-jet  comfort  at  a  fraction  of  large-jet  purchase  and  operat- 
g  costs.  Range  is  3,250  nautical  miles,  maximum  cruise  speed  MACH  .80,  and  ceiling  41,000  feet. 
)r  information,  call  954-359-JETS  (U.S.)  or  visit  www.embraerexecutivejets.com. 

AZ\l  (+55  12)  3927  3399     EUROPE  (+33  1)  49  38  44  44     ASIA  PACIFIC  (+65)  6734  4321     CHINA  (+86  10)  6505  5045 


LEGACY"  600 


BY  EM 


R  A  E  R 


If  it  had  its  way, 
it  would  never  land. 


THE  EMBRAER  FAMILY  OF  EXECUTIVE  JETS        THE  PHENOM  100 


THE  PHENOM  300 


THE  LEGACY  600 


Advertisement  10 

The  Enlightened  Business  Traveler 


Jet  Cards 

Increasing  Business  Jet  Affordablllty 


/et  cards  are  hot.  Currently, 
they  are  the  most  popular 
innovation  in  gaining  busi- 
ness aircraft  advantages.  Jet 
cards  combine  the  safety, 
consistency  and  guaranteed 
availability  of  fractional 
ownership  with  the  simplicity  and 
flexibility  of  charter.  Bombardier 
Skyjet  alone  saw  a  37%  increase 
in  jet  card  demand  last  year,  and 
others  are  reporting  similar  growth. 
With  the  ability  to  buy  them  in  as 
little  as  five-hour  increments,  says 
Monnier,  "they  are  the  perfect  way 
to  'test  fly'  all  the  benefits  that  pri- 
vate jet  travel  offers." 

Typically  sold  in  fixed  dollar 
amounts  or  hour  denominations 
for  access  to  a  specific  aircraft  type 
or  category,  the  card  works  like  a 
prepaid  debit  card.  You  pay  only 
while  aboard,  the  rate  is  fixed 
for  the  card's  duration  and  avail- 
ability is  guaranteed.  There  are  no 
repositioning  fees  or  empty  return 
flight  costs. 


"(A  business  jet]  is  just  incredibly  effective, 
productive  and  convenient  all  at  once.  You 
think  about  the  cost,  but  it 's  not  the  over- 
riding factor.  I  want  value,  choice,  flexibility 
and  efficiency.  That's  what  I'm  getting." 
JACK  KEMP 

Former  Congressman  and  Founding  Partner 
Kemp  Partners 


Bombardier  Skyjet:  Skyjet, 
Learjet  and  Challenger  Cards 

In  addition  to  on-demand  charter, 
Skyjet  offers  a  variety  of  prepaid  jet 
cards,  from  its  unique  five-hour 
"sampler"  to  cards  in  25-,  50-  and 
100-hour  increments,  available  in  a 
wide  range  of  small,  midsize  and 
large  jets.  Monnier  points  out  that 
Skyjet  works  only  with  an  exclusive 
network  of  the  nation's  top  charter 
operators  to  assure  safety,  quality  and 
service.  Skyjet  also 
offers  Learjet  31, 
Learjet  60  and  Chal- 
lenger Cards,  guar- 
anteeing that  specif- 
ic model  will  be 
there  to  pick  you  up. 
A  unique  Skyjet 
50/50  combo  pro- 
gram, priced  about 
20%  less  than  the 
standard  one-way 
jet  card,  allows  for 
half  the  flight  hours 
on  a  one-way  basis 
and  the  other  half 
round-trip. 

Skyjet  expanded 
its  service  area  so 
cardholders  can  fly 


to  or  from  the  Caribbean,  Bermud 
Hawaii  and  Europe  without  any  su 
charges.  Cardholders  can  also  use  t 
Skyjet  International  network,  offerii 
the  same  consistent,  quality  servi 
within  Europe,  the  Middle  East  ai 
the  Asia-Pacific  region. 

As  part  of  the  Bombardier  fami 
Skyjet  customers  can  easily  choo 
from  an  array  of  services  under  t 
Bombardier  umbrella,  from  a  on 
time  on-demand  charter  flight  to 
Skyjet  Card  to  fractional  ownersh 
with  Bombardier  Flexjet  to  whole  a 
craft  ownership  through  Bombardi 
Aerospace,  or  any  combination 
these.  "The  one-size-fits-all  approa 
is  less  and  less  the  case,"  says  Mo 
nier.  "Mixing  the  various  solutio 
and  matching  the  best  ones  to  the  sr 
cific  requirements  is  something  we  a 
seeing  increasingly." 

CitationShares:  Vector  Jet 
Card 

The  Vector  JetCard  offers  exclusi 
access  to  CitationShares'  fractior 
ownership  fleet  of  small  and  midsi 
Cessna  jets,  and  is  available  for  a  mi 
mum  of  20  hours,  fewer  than  ma 
cards,  and  uniquely  in  additional  or 
hour  increments.  The  single-fee  cai 


fAKE  CONTROL 


sist  on  the  highest  residual  value. 
?mand  exceptional  service.  Expect 


e  youngest  fleet.  It's  all  possible  with 


actional  ownership  at  CitationShares. 


lue,  service  and  quality  are  ingrained 


our  company  culture.  We're  not  the 


ggest.  But  we  are  the  best. 


ationShares.com        800.340.7767  x  121 


A 


tionShares 


ABOVE  AND  BEYOND 


©2006  CitationShares 
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with  no  add-on  charges,  can  be  pur- 
chased in  any  of  three  aircraft  types  in 
the  CitationShares  fleet.  A  combo  plan 
is  also  available,  which  splits  hours 
between  two  different  aircraft.  The 
Vector  JetCard  service  area  includes  the 
entire  U.S.,  Canada,  Mexico,  Bermuda, 
the  Bahamas  and  the  Caribbean. 

TAG  Aviation:  TAG  JetCard 

TAG  Aviation  is  the  most  recent 
entrant  into  the  jet  card  arena.  The 
TAG  JetCard  is  available  in  prepaid 
increments  of  $100,000,  $250,000  or 
$500,000,  and  fixed-rate,  one-way, 
occupied-hour  pricing  applies  in  six 
different  aircraft  categories.  For 
round-trip  flights,  a  40%  rate  dis- 
count applies.  Flight-hour  charges  are 
deducted  from  the  JetCard  balance. 


There  is  no  expiration  date  and  the 
unused  balance  is  fully  refundable. 

The  TAG  JetCard,  which  can  be 
used  nationwide,  offers  access  to 
hundreds  of  business  jets  operated 
by  TAG,  as  well  as  an  exclusive 
group  of  the  world's  top  charter 
providers.  All  must  meet  TAG's 
stringent  standards  for  experience, 
certification,  training  and  insur- 
ance, as  well  as  the  independent 
audit  standards  of  Wyvern  and 
ARG/US. 

Flight  Options:  JetPASS 
Card 

The  25-hour  JetPASS  Card  pro- 
vides exclusive  access  to  the  Flight 
Options  Hawker  400,  800  and 
Embraer  Legacy  fractional  ownership 
fleet.  The  card  has  no  expiration  date 
and  unused  hours  are  fully  refund- 
able. Flights  earn  credit  toward  the 
purchase  of  a  Flight  Options  fraction- 
al share  or  another  JetPASS  Card. 
Flight  Options  Chief  Executive  Offi- 
cer Michael  Scheeringa  points  out 
that  JetPASS  is  the  perfect  "try-before- 
you-buy"  introduction  to  Flight 
Options  fractional  ownership,  and 
notes  that  a  significant  percentage  of 
cardholders  convert  to  fractional 
shares  annually. 

Marquis  Jet  Card 

Marquis  Jet  Cards  provide  exclu- 
sive access  to  the  Netjets  fleet  and 
Netjets  service  in  the  U.S.  and 


"The  biggest  benefit  of  using  a  corporate  jet 
is  the  productivity  gain  and  the  fact  that 
you  can  really  buy  time.  Our  single  most 

precious  commodity  is  time." 

VIN  GUPTA 

Chain ;;i  and  Chief  Executive  Officer 
infoUSA 


Europe.  The  single-payment,  25-ho 
Marquis  Jet  Card  is  available  on  aj 
of  nine  different  Netjets  aircraft  typ< 
A  combo  card  for  use  on  two  diffc 
ent  aircraft  is  also  available. 

FLIGHT  LOG 


Oncology  Design  Inc. 

While  oncologist  Dr.  Eric  Ro 
chairman  of  Tallahassee,  Fla.-bas 
Oncology  Design  Inc.,  wrestles  w 
new  solutions  for  cancer  care, 
knows  his  biggest  battle  is  tin 
Oncology  Design  builds  comprehe 
sive  cancer  treatment  centers  a 
develops  treatment  protocols  f 
individual  patients.  But  with  opei 
tions  in  Tallahassee,  it's  difficult 
go  anywhere  fast,  he  says. 

"We  don't  have  a  lot  of  perse 
nel,  so  we  suffer  if  our  key  peor 
are  not  available,"  Rost  says, 
end  up  losing  so  much  time  traveli 
commercially  and  not  doing  wl 
we  are  supposed  to  be  doing." 

Rost  tried  jet  charter  for  a  criti 
day  trip  to  Ohio.  "I  immediate 
realized  this  is  a  great  tool,"  he  sa 
But,  with  several  time-sensitive  pr 
ects,  Rost  was  convinced  he  need 
more  consistency  and  reliability, 
he  turned  to  Bombardier  Skyjet  a 
purchased  a  25-hour  Learjet 
Card.  "The  efficiency  has  be 
remarkable,"  Rost  stresses, 
allows  us  to  do  deals  and  he 
people  that  we  wouldn't  have  be 
able  to  help  before,"  he  says. 

The  business  jet  was  Roe 
epiphany.  "If  you  are  going  to  acco 
plish  the  things  you  have  to,  you  ne 
to  have  the  right  tools  to  do  it," 
says.  The  Skyjet  Card  is  now  as  ess< 
tial  as  his  medical  bag. 


EAVE  YOUR  COMPETITION 


AT  THE  FUEL  TRUCK 


y  J  Idle  they're  still  filling  up,  you're 
{/  up  and  away  in  a  Falcon  900EX. 
V  The  most  versatile,  fuel-efficient 
e  in  its  class  —  by  design, 
ts  three  engines  handle  small  air- 
s  and  big  oceans  with  ease, 
t  hops  from  city  to  city,  picking  up 
iengers,  then  leaps  across  a  conti- 
;  —  without  having  to  refuel. 


900  EX     Jet  D 


Fuel  used  on  the  most  typical  business  trip:  1,000  nm* 
The  900EX/DX  Green  Machines— think  what  you'll  save. 


And  it  sips  fuel  like  a  smaller  jet. 
Nearly  a  ton  less  than  others  in  its 
class  on  a  1,000  nm  trip  —  nearly  three 
tons  on  long  trips  —  yet  you  give  up 
nothing  in  comfort  and  elegance. 


Maybe  that's  why  today's  tough- 
minded,  tech-sawy  CEOs  are  calling 
our  Falcon  900EX  and  our  new  —  even 
more  efficient  —  900DX: 
"The  Green  Machines." 


4 


DASSAULT 
FALCON 


ENGINEERED  WITH  PASSION 


Visitourwebsiteatfalconjet.com.  Orcall:  U.S.  201.541.4600  France  +33.1.47.1 1.82.32 
*Source:  Business  &  Commercial  Aviation,  May  2005 
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Fractional  Ownership 

Buy  Time  When  You  Need  It 


Twenty  years  ago,  Richard 
Santulli  launched  a  revolu- 
tion with  his  Netjets  frac- 
tional ownership  program. 
The  idea:  Why  buy  a 
whole  aircraft  (and  all  the  associated 
ownership  responsibility)  when  you  can 
buy  only  as  much  of  the  benefits  as  you 
need?  This  novel  concept,  which  intro- 
duced thousands  to  the  flexibility,  secu- 
rity, safety  and  convenience  of  private  jet 
travel,  has  been  far  more  successful  than 
even  Santulli  ever  imagined. 

Thousands  of  businesses  and  individ- 
uals own  fractional  shares  purchased 
through  four  major  providers,  plus  one 
upstart  that  has  skyrocketed  to  success 
with  the  relatively  low-cost  Piaggio 
Avanti  turboprop.  Each  company  offers 
unique  benefits. 

How  does  it  work?  The  buyer  makes 
a  five-year  investment  at  a  fraction  of  the 
cost  of  a  whole  aircraft  in  exchange  for 
guaranteed  availability  of  a  specific 
number  of  annual  flight  hours.  Most 
fractional  programs  begin  at  a  1/1 6th 
share,  equivalent  to  50  annual  hours.  In 
addition,  there's  a  monthly  management 
fee  plus  a  per-flight-hour  charge,  but 
only  for  time  spent  onboard.  Whenever 
or  wherever  you  need  it,  your  jet  is  but 
a  phone  call  away. 

Netlets 

Now  owned  by  Berkshire  Hathaway, 
Netjets,  the  company  that  "invented"  frac- 
tional ownership,  remains  the  largest  and 
most  diverse  fractional  program.  Netjets 
operates  more  than  600  aircraft  in  the  U.S., 
comprised  of  14  different  types  from  the 
small-cabin  Cessna  (  itation  Bravo  to  the 
ultralong-range  18-si  mucss  Jet 

(BBJ).  It  is  also  the  or  ro  offer 

fractional  ownership  in  '  md  the 

Middle  East.  That  means  d 
or  abroad,  can  call  for  the:  ireraft 
on  either  side  of  the  Atlai 


Netjets  is  also  the  exclusive  service 
provider  for  the  highly  popular  Marquis 
Jet  Card,  which  provides  25  Netjets 
flight  hours  for  an  all-inclusive  single  pay- 
ment. All  fractional  owners  and  Marquis 
Jet  Card  members  also  receive  compre- 
hensive Netjets  benefits,  including  global 
medical  coverage  aloft  or  on  the  ground 
worldwide  through  Mayo  Clinic. 


FLIGHT  LOG 


infoUSA 


InfoUSA,  founded  by  Vin  Gupta  in 
1972,  is  a  leading  compiler  of  proprietary 
databases  and  detailed  infonnation  on  busi- 
nesses and  households  in  the  U.S.  and 
Canada.  Headquartered  in  Omaha,  Nebr., 
Gupta  says  he  saves  millions  in  operating 
costs.  "But,  if  you  have  to  go  somewhere, 
then  you've  got  a  problem,"  he  says.  Few 
trips  from  Omaha  are  nonstop,  and  fre- 
quendy  there's  a  delay  or  cancellation.  "Our 
single  most  precious  commodity  is  time," 
he  says.  Traveling  can  waste  a  lot  of  it. 

As  his  business  grew  to  more  than 
4  million  global  customers  and  his 
offices  spread  to  a  score  of  locations, 
Gupta  needed  increased  mobility.  He 
turned  to  Netjets  when  fractional  own- 
ership was  still  in  its  infancy.  "I  said,  'We 
can't  afford  a  full  plane,  but  we  can 
afford  one-eighth  of  a  plane.'  It's  a  neat 
service.  It  allows  us  to  buy  time,"  he  says. 
A  six-hour  commercial  trip  can  be  just 
an  hour  or  two  with  the  company  jet. 
.i  gain  four  or  five  hours,"  he  says. 


"We  can  be  in  three  cities  in  a  day  a 
then  come  home.  That's  a  big  benefit 
Gupta  expanded  to  three  one-eigl 
shares,  including  a  Gulfstream  GFV 
Cessna  Citation  X  and  a  Citation  Exc 
"We  may  use  two  planes  in  the  sai 
day,  and  once  in  a  while  we'll  use 
three."  When  he  called  senior  managi 
in  from  the  Northeast  and  Midwest  I 
a  meeting,  Netjets  picked  them  up  a 
took  them  home  that  evening.  Th 
worked  on  board  and  not  a  moment 
travel  time  was  wasted.  That  conve 
ience  and  flexibility  opens  new  doors  1 
infoUSA.  "What  we  found  is  that  we  ji 
would  not  have  made  many  trips  1 
take  now.  If  we  had  to  fly  commercia 
we  just  wouldn't  go  there,"  he  says. 

Flexjet 

Bombardier  Flexjet,  a  division 
Bombardier  Aerospace,  is  the  exclusi 
provider  of  fractional  shares  in  Boi 
bardier  aircraft.  The  fleet  includes  t 
small-cabin  Lear  40XR  and  Lear  45X 
the  midsize  Lear  60XR,  the  wide-bo 
Challenger  300  and  the  longer-ran 
Challenger  604,  with  seating  for  12  a: 
a  newly  designed  interior  equipped  w 
global  satellite  communications,  hig 
speed  voice/data  communications  a: 
DirecTV®. 

With  increasing  demand  f 
transoceanic  flights,  Flexjet  eliminat 
ferry  fees  to  and  from  Europe  a: 
Hawaii.  Innovative  programs  such  as  V 
satility  Plus  allow  owners  to  sell  unus 
hours  or  buy  additional  hours  in  th« 
own  or  another  aircraft  type.  Anotr 
program  called  AnyTime  Options  pr 
vides  guaranteed  access  to  larger  or  smi 
er  aircraft  or  guaranteed  use  of  multif 
aircraft  in  the  same  day.  Flexjet  also  offt 
a  WalkAway  Lease  Program  with  terr 
of  two  to  four  years  and  a  unique  finar 
ing  program  called  Jet  Rich  Quick,  pc 
viding  all  tax  and  ownership  advantag 


No  two  profiles  are  alike. 

With  Flight  Options,  you  will  travel  on  your  terms. 


Customizing  a  private  jet  program  that  works  for  you,  your  business  and  your  family. That's  what  Flight  Options 
is  all  about.  Call  today  to  schedule  a  consultation.  We  will  evaluate  your  travel  profile  and  provide  options 


and  solutions  that  will  best  meet  your  needs.  We  provide  the  options. .  .you  make  the  choices. 

Consult  operative  agreement  for  complete  details. 


877.703.2348  I  www.flightoptions.com 

Flight  Options,  LLC  is  an  affiliate  of  Raytheon  Company. 


OPTIONS 
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on  a  two-  to  four-year  basis. 

When  traveling  abroad,  Flexjet 
owners  can  also  take  advantage  of  the 
Skyjet  International  jet  card  program  in 
Europe  or  Asia. 

FLIGHT  LOG 


Kemp  Partners 

As  the  founder  of  Kemp  Partners,  a 
strategic  consulting  firm,  the  former  con- 
gressman, vice  presidential  candidate, 
Cabinet  secretary,  corporate  board 
member  and  frequent  keynote  speaker 
Jack  Kemp  keeps  one  step  ahead  of  his 
busy  professional  and  personal  schedule 
with  a  fractional  share  in  a  Bombardier 
Flexjet  Learjet  60.  "You  can't  help  but 
love  the  benefits,"  says  Kemp.  "You  can 
become  addicted  to  the  convenience." 

Although  Kemp,  based  in  Washington, 
D.C.,  has  access  to  frequent  airline  service, 
for  schedule  conflicts  or  commitments  in 
out-of-the-way  places,  he  turns  to  Flexjet 
to  gain  time.  Booked  for  a  speech  in  Las 
Vegas  the  same  day  as  an  important 
engagement  in  Topeka,  Kans.,  Kemp  was 
able  to  attend  both  events  using  his 
Learjet  60  and  still  get  back  to  Washing- 
ton. "It  gives  me  a  lot  of  flexibility,"  he  says. 

"If  I  can  fly  commercially,  I  will.  But 
the  value  of  an  innovative  program  like 
Flexjet  has  become  an  important  part  of 
my  business  and  my  family  life,"  he  says. 
"This  is  just  incredibly  efficient,  effective, 
productive  and  convenient  all  at  once. 
You  think  about  the  cost,  but  it's  not  the 
overriding  factor.  I  want  value,  choice, 
flexibility  and  efficiency.  With  Flexjet, 
that's  what  I'm  getting." 

Flight  Options 

Flight  Options,  owned  by  Raytheon 
Aircraft  Company,  offers  fractional 
shares  in  the  Hawker  400XP  and 


800XP  jets,  the  super-fast  Cessna  Cita- 
tion X  and  the  Embraer  Legacy.  A 
unique  extended  contract  plan  offers 
new  buyers  two  additional  years  beyond 
the  standard  five-year  term.  Flight 
Options  also  introduced  its  own  leasing 
program,  which  is  available  for  as  little 
as  24  months. 

A  popular  75/25  combo-share  plan 
means  buyers  with  varied  travel  needs 
can  purchase  75%  of  their  share  in  one 
aircraft  and  25%  in  a  larger  one. 

With  the  extended  service  area 
option,  owners  fly  surcharge-free  to 
Mexico,  Bermuda  or  the  Caribbean.  The 
Tiered  Pricing  plan  offers  a  flight-hour 
discount  for  flights  exceeding  three  hours 
in  midsize  or  large  jets,  and  Options 
Pricing  provides  owners  with  flight-hour 
discounts  based  on  longer  call-out  times 
and  off-peak  travel  periods.  The  programs 
are  varied,  unique  and  attractive. 

Flight  Options  is  also  the  exclusive 
provider  of  fractional  shares  in  the 
Embraer  Legacy.  Enormously  popular 
with  owners,  the  Legacy  offers  the  acqui- 
sition cost  and  operating  efficiencies  of  a 
midsize  jet,  but  provides  a  tremendously 
spacious  cabin  with  seating  for  13,  plus  an 
enormous  baggage  compartment,  which 
rivals  that  of  the  largest  business  aircraft. 

According  to  Flight  Options'  Michael 
Scheeringa,  the  company  is  poised  to 
announce  an  entirely  new  twist  on  frac- 
tional ownership  later  this  year. 

FLIGHT  LOG 


Weather  Central,  Inc. 

Weather  Central  Founder  Terry  Kelly 
flew  intensively  via  airlines  for  30  years. 
But  when  he  experienced  his  first  trip  on 
a  friend's  fractionally  owned  jet,  his  travel 
life  was  changed  forever.  "I  realized  what 
a  tremendous  time-saver  it  would  be." 


Kelly's  Madison,  Wis. -based  comj: 
ny  supplies  nearly  one-third  of  all  1 
stations  and  two-thirds  of  the  top  nev 
papers  in  the  nation  with  compui 
weather  graphics,  forecasts  and  erm 
gency  weather  warnings.  It's  a  1 
responsibility,  and  Kelly  and  his  tes 
must  be  able  to  react  24  hours  a  d; 
Getting  nearly  anywhere  from  Madisc 
however,  takes  the  better  part  of  a  d 
commercially.  The  time  penalty  was  a 
siderable  and  the  trip  expenses  cost 
Critical  client  meetings  are  frequen 
called  on  short  notice.  "And  instead 
just  one  or  two  of  us,  there  is  ofter 
requirement  for  five  or  six  or  seven." 

Kelly  turned  to  Flight  Options  1 
help  and  invested  in  a  Beechjet  400] 
fractional  share.  Now  he  is  moving  I 
people  around  the  nation  quickly  a 
efficiently  and  avoiding  overnig 
expenses.  On  a  recent  East  Coast  tr 
he  recalls,  "We  flew  the  team  there 
economically  as  if  we  had  bought  co 
mercial  tickets  plus  hotels." 

That's  not  the  only  advantage.  "Wh 
you  get  several  executives  together  on 
aircraft  and  you  consider  their  hou 
rate,  and  you  look  at  the  fact  that  then 
an  important  strategic  meeting  during  1 
flight,  that's  another  big  benefit  to  fr; 
tional  ownership,"  he  says.  "It's  a  mat 
of  time  and  convenience."  And  with  ma 
stations  in  rural  areas,  Kelly  points  o 
"We  can  go  into  airports  that  are  rig 
near  our  business  opportunities." 

CitationShares 

CitationShares,  jointly  owned 
Cessna  Aircraft  Company  and  TAG  A 
ation,  sells  shares  exclusively  in  a  range 
Cessna  light-  to  super-midsize  jets,  nam 
the  small-cabin  Citation  CJ3,  the  mids 
XLS  and  the  nine-passenger  Sovereign 
perfect  choices  when  you  typically 
one-  to  three-hour  trips  and  occasiona 
coast-to-coast. 

Patrick  Dunlavy,  senior  vice  preside 
of  sales,  marketing  and  contracts  for  Ci 
tionShares,  says  the  company  is  focus 
on  offering  a  variety  of  unique  prograr 
along  with  unsurpassed  attention  to  a 
tomer  needs.  For  example,  the  Preferr 
Positioning  Program™  lets  owners  w 
flexible  travel  plans  take  advantage 


CIRRUS  is  the  only  airplane  in  the  world  where  an  airframe  parachute  recovery 
system  comes  standard.  Take  a  demo  flight  and  find  out  about  all  of  our  innovative 
safety  features  that  have  made  CIRRUS  the  best  selling  airplane  in  the  world. 
CIRRUS  -  we've  got  you  covered. 

i 

take  a  demo  flight  |  866.733.0149  |  visitcirrusdesign.com 
THE  MIND  OF  AN  ENGINEER.  THE  HEART  OF  A  PILOT. 


CIRRUS 
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normally  empty  repositioning  flights  at 
a  reduced  cost  and  without  any  impact 
on  their  program  hours.  Value  Plus™  is 
another  plan  that  allows  owners  to  pur- 
chase incremental  hours  at  special  rates, 
while  Carihhean  Express'1'  eliminates 
any  positioning  fees  for  flying  to  or  from 
the  Caribhean  on  Saturdays. 


FLIGHT  LOG 


Stiefel  Laboratories 

Founded  more  than  150  years  ago, 
family-owned  Stiefel  Laboratories, 
which  specializes  in  innovations  in  the 
skincare  field,  is  based  in  Coral  Gables, 
Fla.,  and  posts  annual  sales  of  $200 
million.  Today,  Chairman  and  Chief 
Executive  Officer  Charles  Stiefel  is 
building  on  his  family's  legacy  with 
another  innovative  business  tool:  a 
fractional  share  in  a  CitationShares' 
Citation  Excel  business  jet. 

"When  I  first  started  looking  into 
fractional  ownership,  I  thought  it  was 
primarily  a  quality-of-life  issue,"  Stiefel 
says.  Now,  he  adds,  "I  think  it's  positively 
a  positive  return  on  investment." 

The  company's  sales  office  is  in 
Duluth,  Ga.,  northeast  of  Atlanta;  and 
on  the  quick  trip  from  Miami,  the  Excel 
lands  at  a  regional  airport  minutes  away. 
"That  saves  an  enormous  amount  of 
time,"  Stiefel  says.  The  drive  alone  from 
Atlanta's  Hartsfield  commercial  airport 
takes  longer  than  the  commercial  flight. 

When  four  of  his  Duluth-based 
executives  met  with  a  vendor  from  a 
remote  area  of  North  Carolina,  Stiefel 
sent  them  by  jet  —  an  hour  each  way  — 
instead  of  the  full-day  commercial  trip 
that  demands  a  plane  change,  a  long 
drive  and  an  overnight  stay.  "We  had 
four  highly  paid  executives  spending  two 
hours  of  travel  time  instead  of  18,  and  if 


you  look  at  their  fringe  benefits  and 
what  their  time  is  valued  at,  it  really 
becomes  cost-effective,"  Stiefel  stresses. 

As  he  uses  the  jet  more,  Stiefel  is  real- 
izing an  even  greater  benefit:  "It  creates 
a  lot  of  flexibility  that  we  didn't  have 
before."  It  could  be  important  to  have  a 
third  or  fourth  person  on  the  trip,  he 
says,  but  because  of  the  commercial 
travel  time  penalty  and  expense,  they 
might  not  ordinarily  go.  Now  they  do. 
And,  there  is  no  additional  cost. 

Not  only  is  a  business  jet  good  for 
taking  people  where  they  need  to  go,  it 
also  helps  keep  them  where  they  are. 
"People  feel  a  little  bit  special  that 
they're  flying  in  the  corporate  jet.  I  think 
it  will  definitely  be  a  retention  tool," 
Stiefel  says.  And  just  how  much  is  it 
worth  to  retain  your  top  people?  "I  think 
it  can  be  worth  quite  a  bit,"  he  says. 

Avantair 

With  a  cabin  that  is  as  big,  comfort- 
able and  quiet  as  a  midsize  jet  and 
speeds  that  put  it  ahead  of  many  light 
jets,  the  Piaggio  Avanti  turboprop  with 
its  avante-garde  Pininfarina  design  is 
proving  to  be  a  big  hit.  According  to 
Steve  Santo,  Avantair's  chief  executive 
officer,  nearly  three-quarters  of  all  cus- 
tomers that  buy  a  50-hour  share  upgrade 
to  100  hours  within  the  first  year. 

It  is  not  only  the  airplane  but  also  the 
program  features  that  are  capturing 
attention.  Avantair  is  the  only  fractional 
program  offering  "one  price"  monthly 
billing,  which  eliminates  separate  hourly 
flight  charges  and  simplifies  budgeting. 

Santo  remains  focused  on  perfecting 
the  entire  customer  experience,  adding 
enhancements  that  include  high-end 
hospitality,  customer  service  training,  a 
customer-friendly  online  reservation 
system  and  a  uniquely  tailored  ground 
transportation  service. 

Alfred  Rapetti,  a  onetime  customer, 
liked  the  Avantair  experience  so  much, 
he  bought  the  company.  He  believes  the 
Avanti's  midsize  jet  cabin,  combined 
with  450  mph  jet  speeds,  half  of  a  small- 
jet's  operating  cost  and  the  ability  to  land 
on  shorter  runways,  makes  this  the  plane 
for  all  reasons.  "It  really  is  like  a  Swiss 
Army  knife,"  he  says. 


The  cost-effective  Avanti  continue 
to  draw  attention  from  not  only  tradition 
al  business  users,  but  also  numerous  first 
timers  to  private  aviation  and  an  increas 
ing  number  of  personal  travelers  wh< 
recognize  the  value  and  affordability.  Fo 
family  or  small  group  travel,  the  cost  on  it 
own  makes  Avantair  a  viable  alternative  t< 
flying  commercially,  and  that's  withou 
even  considering  the  comfort,  efficienc 
and  time-savings,  Rapetti  points  out. 
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LT  Development 

Based  in  Carlsbad,  Calif.,  real  estat 
developer  Gary  Leff,  president  of  L 
Development,  understands  the  benefit 
of  using  the  right  tools.  He  travels  fre 
quently  throughout  the  western  U.S.  t 
his  varied  construction  projects,  typica 
ly  located  in  communities  poorly  serve 
by  commercial  airlines. 

Years  ago,  Leff's  company  bought  a 
IAI  Astra  Jet  (now  the  Gulfstream  100 
And  while  the  fast  Astra  is  well  suited  fc 
longer  flights,  Leff  found  that  a  majorit 
of  his  trips  were  under  two  hours. 

He  also  purchased  a  fractional  shai 
of  an  Avantair  Avanti  after  discoverin 
that  a  trip  to  Salt  Lake  City  in  the  Avan 
takes  virtually  the  same  amount  of  tirr 
and  costs  half  of  what  it  would  in  h 
own  plane.  He  still  uses  his  Astra  o 
long-range  trips  and  flies  commerciall 
to  New  York  when  that  makes  the  mo 
sense.  Then  he  calls  for  the  Avanti  to  f 
between  East  Coast  projects.  "That 
where  it's  really  efficient,"  he  says.  And 
you're  taking  four  or  five  people  in  tr 
Avanti,  he  adds,  you  can  favorably  con 
pare  the  cost  to  buying  airline  tickets.  "Il 
very  comfortable,  it's  as  quiet  as  a  jet  ar 
it's  more  economical,"  he  says.  "Avanta 
did  this  right.  You  can't  beat  it." 


Who's  Behind  Our  Jet  Card  Program? 
Oh,  just  the  people  who  make  Learjets. 

As  the  world  leader  in  business  aviation,  Bombardier  Aerospace  holds  our 
jet  card  program  to  the  same  high  standards  to  which  we  manufacture 
and  maintain  our  private  jets.  Simply  put,  our  many  years  of  aviation  experience, 

coupled  with  dedicated  personal  service,  provide  travelers  with  the  most 
comprehensive  and  innovative  jet  card  program  in  the  history  of  private  jet  travel. 
To  learn  more,  please  call  866.255.4556  or  visit  us  at  www.skyjet.com.* 


BOMBARDIER 

BOMBARDIER  SKYJET 

www.skyjet.com  866.255.4556 

©  2006  Bombardier  Inc.  All  rights  reserved.  Bombardier  Skyjet  and  Learjet  arc  registered  trademarks  of  Bombardier  Inc.  and/or  its  subsidiaries. 
*  Selected  Part  135  Operators,  a  part  of  the  Skyjet  Network,  shall  perform  all  flights. 
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Buy 


It  and  Fly  It 


"What  is  the  value  of  an  hour  of  your  time? 

When  you  look  at  what  it  costs  to  fly  in  a 

private  plane,  it  doesn't  take  long  to  figure 

out  that  it's  a  very  cost-effective  investment. 

BOB  RICHEY 

Chief  Executive  Officer 

RCR  ( lompanies 


A growing  number  of  busi- 
ness and  personal  flyers 
are  taking  the  do-it-your- 
self route  to  the  skies.  A 
new  generation  of  air- 
craft, avionics  and  safety  systems  has 
sparked  sales  in  the  "owner- flown" 
market  of  piston-powered  aircraft, 
which  are  increasingly  being  used  for 
business  travel.  Sales  of  piston  aircraft 
rose  more  than  20%,  hitting  record 
highs  last  year.  And  for  trips  under 
about  750  miles,  the  new-generation 
single-engine  piston  airplanes  will 
easily  beat  an  airline  trip  in  door-to- 
door  time.  Not  only  is  it  a  practical 
way  to  travel,  it's  also  fun. 

New-generation  aircraft  like  the 
Cirrus,  with  its  luxury  car  interior, 
composite  construction  and  airline- 
quality  digital  instrumentation,  make 
single-engine  flying  safe,  fast  and  effi- 
cient. In  addition,  the  Cirrus  offers  a 
unique  ballistic  recovery  parachute 
system  (BRS)  that  safely  lowers  the 
aircraft  to  the  ground  in  an  emergency. 

This  industry-transforming  aircraft 
is  the  result  of  an  effort  by  Cirrus 
Design  Corporation  co-founders  Alan 
and  Dale  Klapmeier  to  create  an  air- 
plane that  was  simple  and  intuitive 
and  would  present  real  value  to  both 
pilots  and  non-pilots  alike.  "The  cus- 
tomer is  buying  an  ability  to  change 
their  lifestyle,"  says  Cirrus  Chief  Exec- 
utive Officer  Alan  Klapmeier.  To  effect 
that  change,  the  Klapmeiers  were 
determined  to  build  more  than  an  air- 
plane. First,  they  had  to  take  the  mys- 
tery out  of  learning  to  fly.  Then,  they 
had  to  make  the  plane  safe,  afford- 
able, comfortable,  easy  to  handle  yet 
sophisticated  and  with  enviable  per- 
formance. Finally,  they  had  to  build  a 
partnership  with  their  customers  by 
helping  them  with  everything  they 
needed  to  achieve  complete  satisfac- 
tion from  their  purchase. 

Cirrus  has  achieved  all  of  these 
goals,  and  in  doing  so  opened  the 


floodgates  to  thousands  who,  until 
now,  could  only  dream  about  owning 
and  flying  their  own  airplane. 
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McGee  Brothers 


Take  McGee  Brothers  Co.,  head- 
quartered in  Monroe,  N.C.  "We're  just 
a  bunch  of  old  country  boys  that  lay 
brick  and  built  a  business  around  it," 
says  Mike  McGee,  who  started  the 
firm  in  1971.  Thanks  to  small  piston- 


powered  aircraft,  the  modest  masor 
construction  company  quickly  gre 
Now,  1,300  employees  strong  and  sc 
tered  throughout  the  Carolin; 
McGee  flies  direct  to  his  many  siti 
He  owns  two  Cirrus  aircraft,  witr 
third  on  order,  and  they  are  playing 
vital  role  in  the  continued  growth 
his  company.  "We  depend  on  the 
every  day.  We  can  go  right  to  the  sm£ 
er  airports,  do  what  we  need  to  a 
come  back,"  McGee  says.  "It's  stric 
for  time.  That's  why  we  have  them.' 

His  sons  manage  the  compa 
operation  in  Greenville,  136  mi. 
away  and  more  than  two-and-a-h 
hours  by  road.  "They  use  the  Cirr 
like  a  truck,"  he  says.  The  commi 
by  air  is  under  40  minutes. 

"The  airplane  is  the  only  w 
I  could  keep  my  schedule,"  he  says. " 
tell  you  the  truth,  we  could  not  open 
the  way  we  do  without  them." 


Personal  Air  Travel 


Together,  we  make  it  happen. 

World-class  service  for  the  personal  air  travel  needs  of  the  most  experienced 
travelers  is  easier  than  ever  with  the  winning  combination  of  TAG  Aviation  and 
American  Express.  You  select  the  aircraft,  the  schedule,  and  your  companions  for 
each  flight.  TAG  ensures  the  safety,  security,  and  convenience  critical  for  today's 
travel.  American  Express  makes  payment  easy. 

It's  simple;  utilize  TAG'S  expertise  and  the  convenience  of  using  your  American 
Express  card.  One  call  does  it  all. 


AMERICAN 
EXPRESS 


1-800-332-2145  ■  www.tagaviation.com 
Personal  Air  Travel  Solutions 

Aircraft  Charter  Sales,  Management,  Acquisition  and  Sales 

TAG  Aviation  USA,  Inc.  arranges  charter  travel  on  FAA-certificated  and  DOT-registered  air  carriers.  CST  2078988-50. 


Aviation 


New  York 
Los  Angeles 
Minneapolis 


1-800-331-1930 
1-800-627-8465 
1-800-726-1673 


jets@tagaviation.com 
flybyjet@tagaviation.com 
tagaviation.com 


San  Francisco 

Houston 

Chicago 


1-800-332-2145 
1-877-959-8200 
1-800-314-2131 


charter@tagaviation.com 

travel@tagaviation.com 

flyjets@tagaviation.com 
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The  Enlightened  Business  Traveler 


New  Small  Jets 
Gain  Wide  Appeal 


The  new-technology  small 
jets  will  soon  be  landing 
at  an  airfield  near  you, 
and  they  could  be  one  of 
the  biggest  things  to 
change  business  travel.  These  Very 
Light  Jets  (VLJs),  which  will  whisk  a 
pilot  and  five  passengers  (or  more) 
at  speeds  close  to  450  mph  on 
1,500-mile  trips,  are  an  entirely  new 
class  of  small-cabin  jet  aircraft  that 
blend  advanced  technology  avionics, 
composite  materials  and  lighter, 
more  powerful  jet  engines  together 
to  offer  speed,  reliability,  comfort 
and  safety.  With  price  tags  at  about 
half  those  of  current  entry-level  jets, 
VLJs  will  make  jet  transportation 
more  affordable,  accessible  and 
available  than  ever  before. 

Industry  giants,  including  Brazil- 
ian manufacturer  Embraer,  are  well 
on  their  way  to  offering  a  VLJ  with 
spacious  comfort  and  amazing  oper- 
ating efficiency.  In  fact,  the  Embraer 


Phenom  100,  which 
will  debut  in  2008, 
will  have  the  largest 
cabin  of  any  of  the 
small  jets  in  devel- 
opment —  a  cabin 
which  Luis  Carlos 
Affonso,  Embraer 
senior  vice  presi- 
dent, executive  avi- 
ation, underscores 
was  designed  by 
BMW  with  clean 
lines,  spacious  win- 
dows and  the  high- 
est quality  finish. 

The  race  is  on. 
Eclipse  will  be  the  first  to  market 
this  year  with  its  $1.5  million 
Eclipse  500.  Cessna,  Adam  Aircraft 
and  Diamond  Aircraft  also  have 
their  own  VLJs  in  development,  and 
even  small-aircraft  innovator  Alan 
Klapmeier  at  Cirrus  Design  is  dis- 
cussing "a  new  kind  of  personal  jet." 


Flag  That  Cab 

While  businesses  and  individual 
will  undoubtedly  account  for  a  larg 
number  of  VLJ  sales,  according  t 
Embraer's  Affonso,  these  small  jet 
will  create  an  entirely  new  paradigi 
in  air  transportation  called  the  "ai 
taxi."  So,  when  you  hop  off  you 
commercial  flight,  you'll  be  able  t 
climb  aboard  and  head  to  thousanc 
of  places  the  airlines  just  don't  serv< 
According  to  Affonso,  the  low-opei 
ating-cost  air  taxis  will  charge  by  th 
seat  and  bring  a  new  level  of  dest 
nation  accessibility  to  the  wear 
traveler. 

While  the  jury  is  still  out  o 
whether  or  not  the  jet  taxis  will  sta 
turning  up  on  every  corner,  on 
recent  start-up,  SATSair,  based  i 
Greenville,  S.C.,  using  a  fleet  c 
Cirrus  SR22  single-engine  piston  ai: 
craft,  has  already  proven  that  thei 
is  a  strong  demand  for  air  taxi  sen 
ice.  At  the  cost  of  a  first-  or  busines 
class  airline  ticket,  SATSair  servic 
buys  time  for  those  who  otherwis 
would  be  making  long,  demandin 
road  trips  to  destinations  that  ail 
lines  can't  serve. 
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The  Future 

The  Revolution  Continues 


r'mf  p  ahead,  expect  new 
I    aircraft,  cockpit  instru- 
I     mentation   and  cabin 
M     amenities  to  drive  busi- 
ness   aircraft   to  new 
ghts.  More  access  options  will  also 
introduced. 

In  one  portent  of  things  to  come, 
i  mandates  of  doing  business  in  a 
»bal  economy  are  putting  new 
phasis  on  long-range  aircraft.  Cur- 
ltly,  Gulfstream's  G550  leads  the 
y  with  its  ability  to  fly  anywhere 
the  planet  with  at  most  one  fuel 
p.  Dassault's  Falcon  7X  trijet,  cur- 


itly  undergoing  certification,  is  also 
led  at  this  global  market.  It  will  be 
:  first  "fly-by-wire  business  jet"  and 
11  incorporate  the  latest  technolog- 
1  advances  for  enhanced  safety, 
nfort  and  utility. 

Yet  another  business  aircraft  revolu- 
ri  is  already  taking  shape  on  drawing 
ards:  supersonic  flight.  Dassault  is 
estigating  the  possibility  of  building 
?ersonic  business  jets,  and  Aerion 
irporation  is  developing  design 
ments  for  such  an  aircraft. 
Inside  today's  advanced  business 
craft,  passengers  will  be  able  to 
oy  DirecTV  and  broadband  wire- 
s  Internet  (Wi-Fi)  access,  points  out 
ib  Wilson,  president  of  Honeywell 


Aerospace.  Business  presentations  can 
be  shared  throughout  the  cabin  via 
Honeywell's  new  wireless  cabin  infor- 
mation management  system,  for  exam- 
ple. "All  the  information  on  the  plane's 
cabin  communications  network  can  be 
moved  to  any  device,  so  you  are  getting 
a  much  higher  level  of  utility,"  explains 
Wilson.  Already,  many  of  today's  busi- 
ness aircraft  are  as  well  equipped  as 
any  office  on  the  ground. 

On  the  flight  deck,  new  avionics 
make  it  possible  for  aircraft  to  fly 
safely  in  conditions  that  previously 
would  have  been  impossible.  Wilson 
points  out  that  syn- 
thetic vision  systems  in 
the  latest  business  air- 
craft will  feature  virtu- 
al images  that  enable 
flight  crews  to  clearly 
see  the  airport  and 
surrounding  terrain 
while  in  total  darkness 
and  highly  restricted 
visibility. 

Honeywell's  annual 
Business  Aviation  Out- 
look, one  of  the  indus- 
try's most  closely  followed  forecasts, 
expects  more  than  800  business  jets  to 
be  sold  this  year  —  the  most  in  histo- 
ry. And  it  expects  this  upward  trend 
to  continue  through  the  decade. 

All  these  developments  herald  a 
new  era  in  business  aviation.  For 
tomorrow's  business  flyer,  there  will 
be  no  middle  ground.  The  only  ques- 
tion is,  which  choice  will  it  be  for  you 
and  your  business? 

Written  and  produced  by: 
Mark  Patiky 
mpatiky@bellsouth.net 
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Dale  Smith  and  James  Wynbrandt 
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515 

Mellon  Financial 

4,296 

782 

38,678 

15,090 

US 

567 

Aisin  Seiki 

17,065 

436 

13,820 

10,279 

JA 

516 

Nail  Bank  of  Greece 

4,475 

524 

71,746 

16,595 

GR 

568 

Depfa  Bank 

5,243 

733 

258,362 

5,863 

IR 

517 

MAN 

17,677 

558 

15,433 

9,270 

GE 

569 

Mazda  Motor 

25,150 

427 

15,806 

7,777 

JA 

518 

Kobe  Steel 

13,470 

479 

17,430 

11,429 

JA 

570 

QBE  Insurance  Group 

5,793 

642 

19,591 

12,214 

AU 

519 

Alliance  &  Leicester 

5,576 

669 

101,343 

8,399 

UK 

571 

Mitsui  OSK  Lines 

10,947 

917 

11,475 

8,841 

JA 

520 

Toyota  Industries 

11,584 

405 

21,642 

12,902 

JA 

572 

Corus  Group 

17,912 

856 

13,664 

5,606 

UK 

521 

Air  France-KLM  Group 

24,713 

455 

27,707 

6,237 

FR 

573 

Marriott  Intl 

11,550 

669 

8,530 

14,084 

US 

521 

Kubota 

9,174 

1,100 

10,947 

12,983 

JA 

574 

Friends  Provident 

9,205 

344 

70,739 

7,601 

UK 

523 

Sabanci  Group 

8,551 

536 

31,819 

9,494 

TU 

575 

Air  Prods  &  Chems 

8,251 

726 

10,625 

14,266 

US 

524 

Ebay 

4,552 

1,082 

1 1,789 

56,252 

US 

576 

HJ  Heinz 

8,692 

684 

11,325 

12,908 

US 

525 

China  Shenhua  Energy 

4,743 

1,079 

13,183 

27,512 

CN 

576 

Telus 

7,002 

602 

13,949 

13,932 

CA 

526 

General  Motors 

192,604 

-10,600 

475,284 

11,485 

US 

578 

Singapore  Airlines 

7,276 

841 

13,228 

11,148 

SI 

526 

Porsche 

7,968 

948 

11,546 

14,739 

GE 

579 

TUI  Group 

24,486 

663 

16,399 

4,941 

GE 

528 

DBS  Group 

4,354 

505 

108,330 

15,160 

SI 

580 

Jardine  Matheson 

8,992 

949 

10,560 

10,707 

HK 

529 

Canadian  Imperial 

1 5,845 

-27 

237,156 

23,467 

CA 

581 

Baker  Hughes 

7,186 

879 

7,807 

23,021 

US 

530 

Nucor 

12,701 

1,310 

7,139 

13,391 

US 

582 

Eaton 

11,115 

805 

10,218 

10,311 

US 

531 

Akbank 

4,104 

758 

26,212 

18,349 

TU 

583 

Ladbrokes 

19,768 

568 

9,252 

10,252 

UK 

532 

St  George  Bank 

4,371 

680 

59,114 

11,621 

AU 

584 

Richemont 

4,782 

1,267 

9,606 

23,974 

sz 

533 

Magna  International 

22,250 

748 

11,414 

8,054 

CA 

585 

Ameren 

6,780 

628 

18,162 

10,327 

us 

534 

Danaher 

7,985 

908 

9,163 

18,755 

US 

585 

EchoStar  Commun 

8,179 

1,452 

7,533 

13,267 

us 

535 

Falconbridge 

8,460 

905 

12,418 

11,987 

CA 

587 

British  Airways 

14,769 

474 

21,429 

6,511 

UK 

535 

Saudi  Electricity 

4,721 

382 

29,149 

48,662 

SU 

588 

DTE  Energy 

9,022 

540 

23,360 

7,700 

us 

537 

Ping  An  Insurance 

7,299 

376 

31,909 

14,452 

CN 

589 

Telkom 

6,899 

1,076 

9,131 

14,095 

SA 

538 

Natl  Bank  of  Canada 

4,516 

726 

91,224 

9,415 

CA 

590 

Southwest  Airlines 

7,583 

548 

14,218 

13,444 

US 

539 

UnumProvident 

10,437 

514 

51,147 

6,176 

US 

591 

Agilent  Technologies 

5,263 

3,040 

8,026 

15,480 

US 

540 

MOL 

11,452 

1,149 

9,349 

10,527 

HU 

592 

Nan  Ya  Plastic 

6,887 

1,368 

10,594 

10,515 

TA 

541 

Mitsui  Fudosan 

10,369 

268 

26,835 

17,347 

JA 

593 

Schering-Plough 

9,508 

270 

15,469 

27,343 

US 

542 

Irish  Life/Permanent 

8,641 

558 

62,834 

5,988 

IR 

594 

AmerisourceBergen 

55,594 

311 

12,576 

9,587 

US 

542 

AMP 

4,484 

594 

62,526 

11,946 

AU 

595 

Unipol 

13,628 

287 

43,691 

7,435 

IT 

544 

West  Japan  Railway 

11,391 

550 

21,378 

8,147 

JA 

596 

Macquarie  Bank 

4,264 

637 

37,983 

11,091 

AU 

544 

Degussa 

15,256 

404 

17,691 

10,505 

GE 

597 

Comerica 

3,668 

861 

53,013 

9,473 

US 

546 

M&T  Bank 

3,738 

782 

55,146 

12,673 

US 

598 

Merck 

6,939 

779 

8,289 

19,123 

GE 

547 

Solvay  Group 

10,121 

933 

12,683 

9,187 

BE 

599 

Cheung  Kong 

1,564 

1,593 

27,259 

24,449 

HK 

548 

North  Fork  Bancorp 

3,484 

949 

57,617 

12,223 

US 

600 

Xcel  Energy 

9,625 

513 

21,648 

7,487 

US 

548 

Fiat  Group 

63,077 

-2,152 

75,718 

13,807 

IT 

601 

Nippon  Mining 

23,349 

472 

14,641 

6,370 

JA 

550 

Linde 

11,230 

592 

15,560 

9,491 

GE 

602 

Chugoku  Electric  Pwr 

9,440 

439 

24,103 

7,902 

JA 

551 

Fondiaria-SAI 

14,131 

372 

42,579 

6,937 

IT 

602 

Assoc  British  Foods 

9,915 

587 

10,252 

12,131 

UK 

552 

Vattenfall  Europe 

14,526 

358 

19,792 

10,632 

GE 

604 

Suncorp-Metway 

4,957 

625 

36,936 

8,414 

AU 

552 

Nippon  Yusen 

14,985 

665 

13,769 

8,030 

JA 

605 

Syngenta 

7,693 

590 

10,641 

14,838 

SZ 

554 

Sun  Hung  Kai  Props 

2,953 

1,335 

24,703 

25,067 

HK 

606 

Franklin  Resources 

4,506 

1,136 

8,892 

26,506 

US 

555 

BAA 

3,998 

1,030 

22,178 

15,114 

UK 

607 

Northern  Trust 

3,615 

585 

53,415 

11,512 

us 

556 

Imperial  Tobacco 

5,554 

1,005 

11,037 

21,142 

UK 

608 

Mitsubishi  Heavy  inds 

24,172 

38 

35,654 

15,933 

JA 

557 

China  Unicom 

9,606 

531 

17,592 

10,857 

HK 

609 

Asahi  Kasei 

12,854 

527 

11,752 

9,343 

JA 

558 

Reckitt  Benckiser 

7,180 

1,149 

7,107 

25,662 

UK 

610 

Korea  Exchange  Bank 

4,631 

509 

60,787 

9,298 

KO 

559 

Hynix  Semiconductor 

6,476 

1,662 

8,546 

15,245 

KO 

611 

CBS 

14,536 

-7,089 

49,554 

18,901 

us 

560 

Union  Fenosa 

7,874 

539 

19,493 

11,434 

SP 

612 

Aiful 

4,833 

707 

23,978 

9,525 

JA 

561 

PPL 

6,219 

688 

1 3  040 

12,088 

US 

613 

BPVN  Group 

4,226 

558 

72,051 

8,922 

IT 

562 

Praxair 

7,656 

732 

10,491 

17,398 

US 

614 

Chesapeake  Energy 

4,665 

948 

16,118 

10,991 

US 

563 

Sumitomo  Electric 

16,236 

341 

1 5,993 

11,527 

JA 

615 

Bank  of  Communication 

4,980 

194 

137,764 

27,747 

CN 

564 

Wm  Morrison  Supermkts 

22,818 

387 

14,373 

9,930 

UK 

616 

UPM-Kymmene 

11,050 

311 

17,954 

11,104 

Fl 

565 

Kirin  Brewery 

10.231E 

434 

16,280 

12,699 

JA 

617 

Coming 
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585 

11,175 

37,494 

US 

566 

Woolworths 

23,861 

602 

6,616 

14,527 

AU 

618 

Orkla 

8,186 

858 

11,044 

9,024 

NO 
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THE  CAPITAL  GOLD  GROUP 
:  RE  AXES  WEALTH  STRATEGIES 


An  interview  with  Jonathan  Rose, 
President,  The  Capital  Gold  Group,  and 
precious  metals  investment  strategist 


TT  "\  v    y     hile  working  as  a  base  metals  trader  in  Europe, 
V%/     Jonathan  Rose,  founder  and  president  of  The 
V      V     Capital  Gold  Group  (TCGG),  became  convinced  that 
Id's  ability  to  create  and  preserve  wealth  is  not  well  understood.  But 
s  changing  that  situation. 

i  What  was  your  objective  in  establishing  The  Capital  Gold  Group 
:  years  ago? 

Traditionally,  people  have  looked  at  gold  as  a  niche  investment,  but  I 
;agree.  It  is  my  firm  belief  that  any  investor  who  wants  to  truly  diversi- 
and  improve  the  performance  of  his  or  her  portfolio  would  do  well  to 
)k  at  owning  gold  coins  or  bullion  bars.  So,  I  wanted  to  establish  a  firm 
it  approached  gold  from  an  investment  strategy  perspective. 

!  Exactly  what  does  The  Capital  Gold  Group  do  for  investors? 
When  people  think  to  buy  gold,  they  often  go  to  a  coin  dealer.  This 
dividual  may  be  knowledgeable,  but  you  will  likely  have  to  choose  from 
imited  inventory.  At  TCGG,  we  have  access  to  millions  of  dollars  worth 
gold  coins  and  bullion  every  day.  Also,  we  have  a  team  of  numismatists 
icking  the  performance  of  coins.  We  don't  have  crystal  balls,  but  we  can 
ike  educated  projections  about  gold  performance,  and  we  can  zero  in  on 
s  exact  gold  product  that  meets  your  portfolio  needs  best. 

:  What  role  do  you  think  gold  plays  in  an  investment  strategy? 

Gold's  ability  to  withstand  the  effects  of  inflation  is  phenomenal, 
adies  based  on  the  U.S.  Consumer  Price  Index  show  that  a  1950s 
'liar  is  worth  12.6  cents  today.  That's  an  87%  decline  in  buying  power, 
le  price  of  gold,  on  the  other  hand,  has  steadily  increased.  So,  from  a 
:alth-preservation  perspective,  gold  is  a  winner.  Gold's  inflation- 
otection  quality  is  important  when  looking  at  retirement  savings,  and 
ere  are  several  ways  that  TCGG  can  help  you  set  up  gold-backed  IRAs. 


Gold  also  is  an  excellent  diversifier  because  its  performance  moves 
independently  from  that  of  other  types  of  assets.  Research  studies  have 
shown  that  adding  even  a  small  amount  of  gold  to  a  portfolio  improves 
its  consistency  of  performance. 

Liquidity  is  another  issue  to  consider.  Alternative  investments  like 
land  and  antiques  cannot  be  easily  sold  when  one  needs  cash.  On  the 
other  hand,  gold  is  money.  At  The  Capital  Gold  Group,  we  pride  our- 
selves on  making  it  easy  for  our  clients  to  sell  back  their  holdings.  We 
usually  can  accomplish  this  in  one  or  two  business  days.  I 


MAKE  YOUR  CAPITAL  AS  SAFE  AS  GOLD 

CALL  1-800-510-9594. 

JUST  FOR  FORBES  READERS: 
Make  a  gold  purchase  and  we  will  add 
a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FB-41706 
when  you  contact  us. 


The  Capital  Gold  Group 
www.safeasgold.com 


LEADING  COMPANIES  IN  THE  WORLD 


earn 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

®  Rank 

Company 

JdlC3 

(Smil) 

Prnfitc 

(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

619 

Adecco 

23,346 

450 

8,455 

10,284 

SZ 

£71 

Coles  Myer 

27,392 

473 

6,794 

9,059 

AU 

620 

Nintendo 

4,808 

816 

10,471 

19,062 

1 A 

JA 

o/z 

BOC  Group 

6,622 

647 

8,168 

13,556 

UK 

621 

Bunge 

24,275 

530 

11,446 

6,323 

Dl  1 

O  /  J 

Scottish  Power 

12,947 

-582 

27,119 

18,895 

UK 

622 

Fortune  Brands 

6,735 

582 

13,202 

11,322 

1  IC 

Ub 

Of  J 

Belgacom 

7,347 

1,251 

6,638 

10,367 

BE 

622 

MGM  Mirage 

6,482 

443 

20,699 

10,633 

1  IC 

Ub 

O/b 

Baoshan  Iron  &  Steel 

7,048 

1,135 

7,752 

9,475 

CN 

624 

Ahold 

70,556 

-592 

27,267 

12,675 

NE 

£7£ 

o/O 

United  Utilities 

4,261 

630 

19,108 

10,434 

UK 

625 

Heineken  Holding 

12,761 

450 

13,644 

8,530 

Mr 

A7C 

Novo  Nordisk 

5,348 

929 

6,507 

21,133 

DE 

626 

US  Steel 

14,039 

910 

9,822 

6,223 

1  IC 

Ub 

C7H 
O/o 

Daiwa  House  Industry 

12,744 

376 

11,974 

8,845 

JA 

627 

Nationwide  Financial 

4,340 

599 

116,160 

6,558 

1  IC 

C7Q 

0/9 

Banca  Antonveneta 

4,096 

384 

60,866 

9,729 

IT 

628 

AmSouth  Bancorp 

3,396 

726 

52,607 

9,673 

1  IC 

Ub 

OoU 

Seagate  Technology 

8,536 

1,068 

5,434 

12,953 

CI 

629 

Accor 

9,596 

324 

15,617 

12,433 

CD 

rK 

CO  1 
OO  ! 

H&M  Hennes  8i  Mauritz 

7,569 

1,142 

4,100 

30,151 

SW 

630 

Boston  Scientific 

6,283 

628 

8,196 

20,012 

1  IC 

Ub 

CQ7 
Do  i. 

Toyota  Tsusho 

31,171 

350 

11,163 

6,518 

JA 

631 

Lyondell  Chemical 

18,606 

531 

14,941 

5,161 

1  IC 

Ub 

CQ3 

Qantas  Airways 

9,625 

581 

13,801 

5,880 

AU 

632 

Hannover  Re 

11,907 

419 

41,540 

4,575 

ut 

CQ^ 
Ooj 

Tokyu 

9,848 

331 

19,260 

7,433 

JA 

632 

BPU  Banca 

4,854 

394 

86,334 

8,641 

IT 
1  1 

COc 

Oo  J 

Yum  Brands 

9,349 

762 

5,698 

13,642 

US 

634 

Fidelity  National 

9,669 

964 

11,105 

6,531 

1  IC 

Ub 

ARC 
OOD 

Oji  Paper 

11,057 

404 

14,894 

6,972 

JA 

635 

Enbridge 

7,268 

484 

14,683 

10,996 

f~  A 

LA 

CQ7 
Oo/ 

Oversea-Chinese  Bank 

2,258 

712 

73,427 

13,067 

SI 

636 

AI  Rajhi  Bank 

1,384 

783 

20,756 

93,641 

CI  1 

bU 

OoO 

Mediobanca 

2,399 

654 

45,602 

16,667 

IT 

637 

Kroger 

59,528 

27 

20,577 

14,529 

1  IC 

Ub 

ABO. 
OOO 

Murphy  Oil 

11,877 

846 

6,369 

8,696 

US 

638 

Nikko  Cordial 

3,204 

438 

61,289 

15,483 

1  A 

JA 

CQft 

oyu 

CLP  Holdings 

3,962 

1,109 

10,399 

13,797 

HK 

639 

Cez 

4,476 

584 

12,541 

20,667 

L£ 

CQ1 

oy  i 

Liberty  Media 

8,007 

51 

41,943 

23,175 

US 

640 

Alcan 

21,098 

134 

25,711 

16,249 

f~  A 

LA 

oy  z 

Starwood  Hotels 

5,977 

422 

12,454 

13,924 

US 

641 

L-3  Communications 

9,445 

509 

11,586 

9,932 

1  IC 

Ub 

£Q? 

oyj 

Anglo  Irish  Bank 

2,832 

600 

57,964 

11,117 

IR 

642 

EFG  Eurobank  Ergasias 

3,557 

500 

43,094 

12,496 

GR 

094 

Indl  Bank  of  Korea 

5,131 

358 

73,339 

6,718 

KO 

643 

Rohm  &  Haas 

7,994 

637 

9,727 

11,021 

US 

09b 

Pepsi  Bottling  Group 

11,885 

466 

11,524 

7,020 

US 

644 

Sovereign  Bancorp 

3,565 

676 

63,679 

7,797 

1  IC 

Ub 

090 

Malayan  Banking 

2,713 

659 

50,259 

11,317 

MA 

644 

PPG  Industries 

10,201 

596 

8,681 

10,021 

1  IC 

Ub 

09/ 

Safeco 

6,351 

691 

14,887 

6,367 

US 

646 

Celesio 

25,987 

456 

8,752 

7,898 

ut 

09o 

United  Microelectron 

4,064 

1,002 

11,719 

11,256 

TA 

647 

Toppan  Printing 

13,189 

379 

13,750 

8,486 

JA 

CQQ 

099 

Tribune 

5,596 

535 

14,546 

9,425 

US 

648 

China  Steel 

6,036 

1,624 

8,154 

9,532 

TA 
IA 

/uu 

Hanson 

6,384 

665 

11,127 

8,767 

UK 

648 

Toray  Industries 

12,116 

321 

12,873 

10,893 

JA 

7A1 
/Ul 

Japan  Airlines 

19,872 

281 

19,761 

5,316 

JA 

650 

Sandvik 

7,964 

757 

7,486 

12,764 

SW 

702 

Scania 

8,401 

586 

9,830 

8,360 

SW 

651 

Autostrade 

3,894 

582 

18,538 

14,600 

IT 

7AD 

Harrah's  Entertain 

7,111 

236 

20,637 

13,194 

US 

652 

Monsanto 

6,627 

354 

11,336 

22,570 

US 

704 

Osaka  Gas 

9,100 

473 

11,224 

8,559 

JA 

653 

Nexen 

4,109 

991 

12,193 

13,661 

CA 

/Ub 

Talisman  Energy 

4,392 

564 

10,340 

19,274 

CA 

654 

Koc  Group 

16,475 

376 

13,983 

6,999 

TU 

/OO 

Schering  Group 

6,274 

732 

6,832 

13,646 

GE 

655 

TJX  Cos 

16,058 

690 

5,496 

11,410 

US 

707 

XTO  Energy 

3,519 

1,152 

9,857 

15,212 

US 

656 

Icici  Bank 

3,895 

424 

40,807 

12,328 

IN 

708 

Inco 

4,691 

868 

12,010 

9,301 

CA 

657 

Inditex 

7,393 

819 

5,488 

22,390 

SP 

709 

OTP  Bank 

3,166 

741 

24,413 

10,067 

HU 

658 

Jefferson-Pilot 

4,219 

580 

36,079 

8,074 

US 

710 

Cinergy 

5,410 

493 

17,197 

8,751 

US 

659 

Simon  Property  Group 

3,167 

613 

21,131 

18,302 

US 

/I  1 

Delhaize  Group 

24,385 

287 

12,729 

6,288 

BE 

659 

lAC/lnterActiveCorp 

5  754 

669 

13,918 

9,339 

US 

71 1 

Parker-Hannifin 

8,623 

603 

7,796 

9,359 

US 

661 

Campbell  Soup 

7,625 

798 

7,146 

12,701 

US 

713 

FCC  Group 

8,380 

498 

10,476 

8,881 

SP 

662 

Assurant 

7,498 

479 

25,365 

6,019 

US 

714 

STMicroelectronics 

'  8,475 

254 

12,384 

1 5,424 

SZ 

663 

McGraw-Hill  Cos 

6,004 

844 

6,396 

19,787 

US 

715 

Electronic  Data  Sys 

19,757 

150 

17,087 

13,840 

US 

664 

Pearson 

7,038 

553 

12,397 

9,987 

UK 

716 

Thales 

13,959 

269 

14,463 

7,835 

FR 

665 

Atlas  Copco 

6,629 

770 

6,800 

15,485 

SW 

717 

Skanska 

18,249 

399 

9,177 

6,740 

SW 

666 

Marshall  &  llsley 

3,015 

728 

46,213 

10,105 

US 

718 

Imperial  Chemical  Ind 

9,986 

670 

8,009 

6,996 

UK 

667 

Kao 

8,741 

673 

6,270 

14,844 

JA 

719 

Mega  Financial 

2,666 

689 

66,724 

8,651 

TA 

668 

IFIL 

70,389 

161 

85,692 

5,441 

IT 

720 

Newmont  Mining 

4,406 

322 

13,992 

23,613 

US 

669 

Acorn 

4,049 

761 

19,372 

9,689 

JA 

721 

PKN  Orlen 

10,148 

796 

6,402 

7,899 

PL 

670 

Femsa 

8,395 

524 

10,716 

10,306 

MX 

722 

Teva  Pharmaceutical 

4,980 

344 

9,632 

33,480 

IS 

150  FORBES 
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This  announcement  appears  as  a  matter  of  record  only. 


April  2006 


$527,000,000 

CASTLE  HARLAN  PARTNERS  TV,  L.R 


in  partnership  with  management  has  acquired  the  business  of 


P0LYf>IPE 


The  undersigned  assisted  in  the  negotiations  and  financing,  and 
acted  as  financial  advisor  to  Castle  Harlan  Partners  TV,  L.P. 


New  York 


CASTLE  HARLAN,  INC. 


Sydney 


April  2006 

This  announcement  appears  as  a  matter  of  record  only. 

$260,000,000 


V  CASTLE  HARLAN  PARTNERS  IV,  L.R 


in  partnership  with  management  has  acquired  the  business  of 


RathGibson 


The  undersigned  assisted  in  the  negotiations  and 
financing,  and  acted  as  financial  advisor  to 
Castle  Harlan  Partners  IV  L.P. 


CASTLE  HARLAN,  INC. 


New  York 


Sydney 


April  2006 

This  announcement  appears  as  a  matter  of  record  only. 

$245,000,000 


y  CASTLE  HARLAN  PARTNERS  IV,  L.P. 


in  partnership  with  management  has  acquired  the  business  of 


tferkrn 

Restaurant 
£f  Bakery 


The  undersigned  assisted  in  the  negotiations  and 
financing,  and  acted  as  financial  advisor  to 
Castle  Harlan  Partners  IV,  L.P. 


CASTLE  HARLAN,  INC. 

New  York  Sydnev 
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LEADING  COMPANIES  IN  THE  WORLD 

Rank 

Company 

(Smil) 

(Smil) 

(Smil) 

Market 
vdluc 
(Smil) 

'■§)■<  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
(Smil) 

© 

723 

DSM 

10,518 

356 

11,636 

7,956 

NE  775 

Whirlpool 

14,317 

421 

8,248 

6,016 

US 

723 

EOG  Resources 

3,620 

1,260 

7,753 

16,316 

US  776 

Softbank 

7,809 

-559 

15,529 

32,777 

JA 

72b 

Bank  Hapoalim 

4,168 

488 

60,551 

5,742 

IS  777 

Grupo  Carso 

7,359 

811 

7,882 

5,987 

MX 

726 

Alpha  Bank 

2,733 

559 

44,663 

11,096 

GR  778 

Promise 

3,451 

703 

16,612 

7,805 

JA 

727 

Banco  de  Sabadell 

2,929 

536 

61,844 

9,230 

SP  779 

Tatneft 

4,729 

485 

8,984 

13,137 

RU 

728 

Inpex 

4,465 

714 

7,250 

18,564 

JA  779 

Insurance  Australia 

5,355 

578 

12,849 

6,386 

AU 

729 

Becton,  Dickinson 

5,540 

745 

6,231 

15,792 

US  781 

Cincinnati  Financial 

3,767 

602 

16,003 

7,763 

US 

730 

J  Sainsbury 

29,129 

115 

21,962 

9,545 

UK  782 

Mitsubishi  Motors 

19,804 

-4,430 

14,765 

11,291 

JA 

731 

Textron 

10,043 

203 

16,499 

11,471 

US  783 

Secom 

5,106 

453 

10,067 

11,267 

JA 

731 

Express  Scripts 

16,266 

400 

5,493 

12,741 

US  784 

Popular 

3,451 

537 

47,120 

5,458 

US 

731 

XL  Capital 

11,285 

-1,252 

58,455 

9,492 

BU  785 

Edison 

7,570 

210 

21,673 

8,666 

IT 

734 

Seiko  Epson 

13,806 

520 

12,052 

4,713 

JA  786 

All  Nippon  Airways 

12,062 

252 

14,552 

6,212 

JA 

735 

Bank  of  Yokohama 

2,254 

538 

99,284 

11,495 

JA  787 

British  Sky  Broadcast 

7,254 

762 

4,056 

16,090 

UK 

736 

Alstom 

17,697 

-1,120 

21,110 

11,766 

FR  788 

Raiffeisen  Intl  Bank 

3,239 

286 

39,162 

11,915 

AS 

737 

AutoNation 

19,253 

497 

8,265 

5,462 

US  789 

Banca  Naz  del  Lavoro 

5,976 

■^16 

105,985 

10,630 

IT 

738 

ASF  Group 

3,242 

546 

17,303 

13,962 

FR  790 

Isuzu  Motors 

13,935 

560 

10,580 

3,986 

JA 

739 

Severstal 

6,890 

1,452 

6,584 

7,152 

RU  791 

Formosa  Chems  &  Fibre 

4,603 

1,298 

6,850 

8,446 

TA 

740 

S-Oil 

10,466 

909 

5,425 

8,093 

KO  792 

Ajinomoto 

10,011 

418 

8,308 

6,937 

JA 
IS 

741 

Sacyr  Vallehermoso 

5,196 

488 

16,911 

7,723 

SP  793 

Bank  Leumi  Group 

3,849 

431 

58,900 

5,116 

742 

Limited  Brands 

9,699 

670 

5,801 

9,627 

US  794 

Mediaset 

4,599 

679 

6,420 

13,914 

IT 

742 

Avon  Products 

8,150 

848 

4,763 

13,225 

US  795 

China  Merchants  Bank 

2,744 

391 

70,641 

9,312 

CN 

744 

Royal  Caribbean 

4,903 

663 

11,256 

9,269 

LI  796 

NiSource 

7,893 

307 

17,959 

5,596 

US 

745 

Yamaha  Motor 

11,648 

542 

8,000 

6,634 

JA  797 

Obayashi 

13,105 

234 

17,146 

5,421 

JA 

745 

Daiichi  Sankyo 

5,484 

450 

8,969 

15,044 

JA  798 

Electrolux  Group 

16,272 

222 

10,376 

8,106 

sw 

747 

American  Standard 

10,264 

556 

6,867 

8,183 

US  799 

Neste  Oil 

11,790 

788 

4,499 

7,853 

Fl 

748 

Pernod  Ricard 

4,447 

575 

8,492 

16,037 

FR  800 

PKO  Bank  Polski 

2,608 

502 

29,463 

10,923 

PL 

749 

AU  Optronics 

6,624 

476 

10,049 

9,541 

TA  801 

Swire  Pacific 

2,358 

842 

14,281 

14,692 

HK 
BU 

750 

Harley-Davidson 

5,674 

960 

5,264 

14,410 

US  801 

Weatherford  Intl 

4,333 

467 

8,642 

14,990 

751 

KeySpan 

7,662 

397 

13,813 

7,106 

US  803 

Onex 

14,238 

830 

12,562 

2,438 

CA 

752 

Synovus  Finl 

3,416 

516 

27,627 

8,832 

US  804 

Hellenic  Telecom 

7,034 

232 

13,864 

10,460 

GR 

753 

Stora  Enso 

15,588 

-154 

21,303 

11,263 

Fl  805 

E-Trade  Financial 

2,537 

429 

44,560 

10,656 

US 

753 

Riyad  Bank 

1,098 

535 

19,794 

25,631 

SU  806 

Grupo  Mexico 

5,476 

673 

9,433 

6,659 

MX 

755 

Tyson  Foods 

26,014 

353 

10,699 

4,803 

US  807 

Scottish  &  Newcastle 

5,601 

426 

11,581 

8,024 

UK 

755 

Teck  Cominco 

3,828 

1,166 

7,638 

12,703 

CA  808 

Sun  Microsystems 

11,664 

-324 

14,308 

14,432 

US 

755 

Shinsei  Bank 

2,065 

629 

79,787 

9,207 

JA  809 

Tokyo  Electron 

5,931 

575 

5,869 

12,045 

JA 

758 

Ashland 

9,949 

1,976 

6,482 

4,651 

US  810 

Starbucks 

6,714 

524 

3,712 

27,861 

US 

759 

Pitney  Bowes 

5,492 

527 

10,621 

9,741 

US  811 

Stryker 

4,872 

675 

4,944 

18,668 

US 
UK 

760 

KB  Home 

9,442 

842 

7,747 

5,489 

US  812 

Boots  Group 

10,339 

572 

6,520 

6,035 

761 

Transocean 

2,892 

716 

10,457 

24,369 

CI  813 

Humana 

14,418 

308 

6,870 

8,410 

US 

761 

Qwest  Communications 

13,903 

-757 

21,497 

11,795 

US  814 

DSG  International  Pic 

13,326 

464 

7,486 

5,508 

UK 

763 

Sekisui  House 

13,242 

228 

10,931 

10,210 

JA  815 

Formosa  Plastics 

4,341 

1,144 

6,952 

8,814 

TA 

764 

Steel  Auth  of  India 

6,835 

1,578 

6,610 

5,925 

IN  815 

MTN  Group 

4,639 

1,025 

4,573 

16,184 

SA 

765 

Takefuji 

3,360 

641 

17,764 

9,087 

JA  817 

MBIA 

2,301 

711 

34,083 

7,875 

US 

766 

Nippon  Express 

16,358 

300 

12,011 

5,593 

JA  818 

Sistema  JSFC 

5,920 

426 

8,775 

9,315 

RU 

767 

WR  Berkley 

4,997 

545 

13,896 

7,377 

US  819 

Equity  Residential 

1,955 

862 

14,099 

13,002 

US 

768 

Showa  Shell  Sekiyu 

19,214 

494 

9,700 

4,287 

JA  820 

Gallaher  Group 

4,889 

557 

7,835 

10,156 

UK 

769 

Royal  &  Sun  Alliance 

17,165 

-286 

38,538 

6,682 

UK  821 

Bankgesell  Berlin 

8,777 

76 

178,540 

5,790 

GE 

770 

Novolipetsk  Steei 

4,704 

1,837 

5,166 

12,046 

RU  822 

Kintetsu 

10,322 

193 

18,333 

6,592 

JA 

771 

Fubon  Financial 

472 

47,595 

6,877 

TA  823 

Office  Depot 

14,279 

274 

6,099 

10,598 

US 

772 

Tenaga  Nasional 

339' 

16,833 

9,272 

MA  824 

Henderson  Land 

751 

1,397 

13,634 

9,718 

HK 

773 

Corporation  Mapfre 

8,288 

31,542 

4,606 

SP  825 

Bradford  &  Bingiey 

3,862 

324 

70,124 

5,200 

UK 

773 

Tenaris 

4,492 

5,501 

18,480 

LU  825 

Fanuc 

3,082 

707 

7,460 

18,305 

JA 

152      FORBES      APRIL  1 
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See  page  1 93  fc 

r  country  co 

Jes  and  foot 

note? 

- —  Work  for  world  peace.  Feed  starving  children.  — 

Do  what  beauty  pageant 
contestants  talk  about 

but  never  get  around  to. 


?tirement  is  your  chance  to  contribute  in  a  whole  new  way.  At  Lincoln 
nancial  Group,  we  provide  the  guidance  to  help  get  even  your  loftiest 
nbitions  off  the  ground,  and  the  tools  to  combine  protection  with  flexibility, 
ability  with  growth  potential.  In  short,  powerful  resources  to  help  you 
volutionize  your  retirement.  For  more  retirement  income  solutions,  see 
>ur  financial  advisor,  visit  LFG.com/retire  or  call  1-877-ASK-LINCOLN. 

stirement     Investments     Financial  Strategies     Life  Insurance 


□  Lincoln 


Financial  Group® 

Hello  future: 


jrities  distributed  by  Lincoln  Financial  Distributors,  Inc.,  member  NASD,  SIPC.  Insurance  offered  through  Lincoln  affiliates.  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  ©2006  Lincoln  National  Corp. 
(0503-0319 


LEADING  COMPANIES  IN  THE  WORLD 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

©  Rank 

Company 

Dales 

(Smil) 

Prnf  itc 
riOTlIS 

(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

827 

Dover 

6,099 

510 

6,574 

9,776 

1 IC 
Uj 

O  /  y 

Eastmdn  Kodak 

14,268 

-1,314 

14,823 

8,056 

US 

828 

Legg  Mason 

2,284 

1,112 

9,436 

16,174 

1  IC 

nan 

ooU 

Freeport  Copper 

4,179 

995 

5,550 

9,318 

US 

828 

Brambles  Group 

6,025 

402 

6,537 

12,6967 

Al  1 
MU 

fifil 

Nippon  Paper  Group 

11,007 

227 

14,166 

4,944 

JA 

830 

Pirelli  &  C 

9,653 

295 

14,085 

5,025 

IT 
1  1 

OO  1 

Toll  Brothers 

6,204 

860 

6,559 

5,009 

US 

831 

Compass  Group 

22,406 

2 

14,584 

8,201 

1  Ik' 
UK 

ftft3 
OOJ 

Hilton  Hotels 

4,437 

460 

8,668 

9,231 

US 

832 

SCA-Svenska  Cellulosa 

12,114 

54 

16,994 

9,788 

cuw 

D  VW 

First  Horizon  Natl 

3,240 

441 

36,560 

4,928 

US 

833 

Siam  Cement 

4,948 

938 

6,633 

7,416 

TU 

I  n 

oqi: 
OO  J 

Quest  Diagnostics 

5,504 

546 

5,306 

10,669 

US 

834 

ITT  Industries 

7,427 

366 

7,063 

9,698 

U  J 

OOO 

Wesfarmers 

6,108 

471 

5,522 

10,278 

AU 

834 

Acciona 

5,489 

306 

12,838 

8,827 

CD 
3r 

R«7 

OO  / 

Sanyo  Electric 

24,133 

-1,601 

23,961 

4,531 

JA 

836 

Astellas  Pharma 

4,171 

315 

8,316 

21,691 

IA 
JM 

fififi 
OOO 

Pepco  Holdings 

7,725 

317 

14,223 

4,505 

US 

837 

Abertis 

2,020 

634 

13,487 

15,008 

CD 

Verbund 

4,176 

319 

8,463 

14,330 

AS 

838 

Asahi  Breweries 

8.037E 

338 

10,158 

6,493 

1 A 
JM 

MTR 

1,075 

579 

13,727 

12,412 

HK 

839 

Aioi  Insurance 

9,721 

184 

25,213 

5,464 

IA 

QQ  1 

Nabors  Industries 

3,551 

660 

7,217 

10,402 

BU 

840 

Zions  Bancorp 

2,349 

480 

42,771 

8,677 

1  IC 

Guidant 

3,551 

414 

6,279 

25,625 

US 

841 

Nipponkoa  Insurance 

9,628 

126 

31,929 

7,400 

1 A 
JA 

fiQ3 

Grupo  Modelo 

4,025 

555 

6,598 

11,196 

MX 

842 

Fresenius 

9,866 

228 

10,950 

7,890 

VJ  t 

Ternium 

4,448 

1,073 

8,660 

4,727 

LU 

843 

Nordstrom 

7,723 

551 

4,921 

10,248 

1  IC 

one 

O  J  J 

Antarchile 

5,739 

510 

8,572 

5,602 

CH 

844 

Usiminas 

4,605 

1,137 

6,064 

7,828 

Dp 

Publicis  Groupe 

5,190 

285 

12,790 

7,526 

FR 

845 

Telekom  Austria 

5,504 

308 

9,801 

11,088 

AC 

fiQ7 
07/ 

Kajima 

15,743 

123 

16,589 

6,230 

JA 

846 

Eisai 

4,973 

518 

5,991 

13,351 

IA 
JM 

fiQfi 
oyo 

InterContl  Hotels 

4,230 

574 

9,163 

6,651 

UK 

847 

Electric  Power  Devel 

5,546 

332 

18,431 

5,350 

1 A 
JM 

fiQfi 

Sodexho  Alliance 

14,393 

196 

9,692 

6,628 

FR 

848 

Adidas-Salomon 

8,790 

426 

5,790 

9,000 

ut 

Qnn 

yUU 

Chiba  Bank 

1,925 

340 

80,734 

7,572 

JA 

849 

Mitsui  Chemicals 

11,453 

244 

10,974 

6,313 

1 A 
JM 

Qm 
yu  i 

JS  Group 

9,201 

286 

9,348 

5,776 

JA 

850 

Telekom  Malaysia 

3,488 

688 

9,857 

9,035 

f\  A  A 
IVIM 

yuz 

AMR 

20,712 

-861 

29,495 

4,093 

US 

851 

Cathay  Pacific 

5,028 

568 

9,689 

6,277 

nK 

Coventry  Health  Care 

6,611 

502 

4,895 

9,686 

US 

851 

Nortel  Networks 

10,588 

-55 

13,248 

12,533 

l_A 

Qn/i 

H&R  Block 

4,732 

544 

7,674 

7,255 

us 

853 

Shimizu 

13,849 

191 

15,278 

5,579 

1 A 
JM 

TDK 

6,138 

311 

7,458 

9,317 

JA 

854 

Public  Power 

5,556 

398 

15,100 

5,189 

rn 
uK 

one 

yuo 

Amazon.com 

8,490 

333 

3,696 

15,575 

US 

855 

Hongkong  Land  Hold 

369 

2,066 

11,815 

8,217 

Ul/ 

nK. 

yu/ 

Samsung  SDI 

9,005 

717 

6,494 

4,054 

KO 

855 

Hanwha 

17,047 

232 

41,575 

2,343 

KU 

QAQ 

yuo 

Genuine  Parts 

9,783 

437 

4,772 

7,725 

US 

857 

CSN-Cia  Siderurgica 

3,690 

746 

9,122 

7,917 

D  D 

yuo 

Sumitomo  Realty 

5,748 

145 

19,904 

11,198 

JA 

858 

Taisei 

15,935 

178 

16,555 

5,202 

1 A 

JA 

Qin 
yiu 

Credit  Saison 

3,989 

297 

14,067 

8,506 

JA 

859 

Alliance  UniChem 

17,080 

321 

6,751 

5,549 

UK 

01  1 

yi  i 

Asustek  Computer 

7,866 

475 

4,951 

8,121 

TA 

860 

Murata  Manufacturing 

3,960 

435 

7,840 

13,947 

1  A 

JA 

y  i  i 

Oneok 

12,676 

555 

10,013 

3,085 

US 

861 

Arab  Bank 

1,454 

311 

27,318 

15,835 

JU 

yu 

Dassault  Aviation 

4,693 

419 

8,689 

7,781 

FR 

862 

GKN 

6,687 

1,107 

7,157 

4,256 

UK 

914 

Black  &  Decker 

6,524 

544 

5,817 

6,620 

US 

863 

HeidelbergCement 

9,402 

-496 

14,312 

12,425 

f  r 

<jc 

91 5 

Chinatrust  Financial 

2,392 

484 

44,924 

5,965 

TA 

863 

Ambac  Financial  Group 

1,662 

751 

19,769 

8,071 

US 

916 

White  Mountains  Ins 

4,599 

269 

19,418 

5,947 

BU 

863 

Cummins 

9,918 

550 

6,885 

4,743 

1  IC 

yi  / 

Flextronics  Intl 

15,582 

172 

10,931 

6,231 

SI 

866 

Huaneng  Power  Intl 

3,638 

643 

8,959 

8,868 

CN 

918 

Rockwell  Automation 

5,119 

553 

4,620 

12,080 

US 

867 

Kinder  Morgan 

1,586 

555 

17,376 

11,337 

US 

919 

Dean  Foods 

10,506 

329 

7,082 

5,341 

US 

868 

Vornado  Realty 

2,352 

657 

13,637 

12,507 

Ud 

920 

Cable  &  Wireless 

5,715 

571 

9,418 

4,357 

UK 

869 

Fisher  Scientific 

5,579 

389 

8,430 

8,411 

US 

920 

Shizuoka  Bank 

1,600 

331 

78,454 

7,002 

JA 

870 

Samsung  Fire  &  Marine 

6,424 

273 

14,239 

6,267 

KO 

922 

Daiei 

'  17,550 

^4,892 

15,508 

5,539 

JA 

871 

Yamato  Transport 

10,001 

316 

6,245 

8,662 

JA 

923 

Unibail 

867 

1,637 

10,257 

7,466 

FR 

872 

GFNorte 

3,910 

539 

17,885 

4,942 

MX 

924 

Man  Group 

2,561 

620 

9,821 

12,108 

UK 

873 

Peabody  Energy 

4,645 

423 

6,852 

12,687 

US 

925 

MISC 

2,804 

1,254 

6,692 

9,562 

MA 

874 

Zimmer  Holdings 

3,286 

733 

5,722 

17,143 

US 

926 

Daikin  Industries 

6,800 

362 

5,748 

8,816 

JA 

875 

Telekom  Indonesia 

3,666 

662 

6,077 

13,612 

ID 

927 

Siidzucker 

6,393 

394 

9,512 

4,937 

GE 

876 

Tele  Norte  Leste 

5,965 

283 

10,628 

8,574 

BR 

928 

Banca  Pop  Italiana 

3,683 

228 

58,046 

5,325 

IT 

876 

Aluminum  of  China 

3,903 

752 

5,880 

11,322 

CN 

929 

Mohawk  Industries 

6,620 

358 

7,992 

5,787 

US 

878 

Hyundai  Mobis 

7,056 



660 

5,210 

7,213 

KO 

930 

Foster's  Group 

3,023 

712 

8,661 

8,143 

AU 

m_m  See  page  1 93  for  country  codes  and  footnotes. 
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\>^^Veri  OHwireless 

IT'S  THE  NETWORK  ™ 
THAT'S  BUILT  IN  TO  THE  LATEST  NOTEBOOKS. 


BroadbandAccess  built  in.  Only  from  Verizon  Wireless. 

For  the  first  time  ever,  access  to  Verizon  Wireless'  BroadbandAccess  service  is  built  in  to  the  most 
innovative  notebooks  from  HP  and  Lenovo.  So  you  can  work  wirelessly  without  a  PC  card  or  the 
hassle  of  Wi-Fi  hotspots. 

With  BroadbandAccess  built  in,  there's  never  been  an  easier  or  more  convenient  way  to  work  on 
the  nation's  largest  high-speed  wireless  broadband  network. 

Already  have  a  notebook  but  are  still  interested  in  the  power  of  BroadbandAccess?  You  can  get  a 
BroadbandAccess-capable  PC  card  that  slides  directly  into  most  notebooks. 

1  There's  only  one  carrier  that  gives  you  BroadbandAccess  built  in.  Verizon  Wireless.  It's  the  Network.™ 


verizonwireless.com/notebooks 


BroadbandAccess  is  available  in  181  major  metro  areas  covering  over  148  million  people.  Wireless  service  not  included  with  notebook.  Access  limited  to  coverage  area  of 
Verizon  Wireless.  Check  with  Verizon  Wireless  for  availability  and  coverage  in  your  area. 


LEADING   COMPANIES   IN  THE  WORLD 


Rank 

Company 

Sales 
(Smil) 

rrOTttS 

(Smil) 

Assets 

So 

Market 

VdlllG 

(Smil) 

©  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

931 

Luxottica  Group 

4,417 

389 

6,182 

12,679 

IT 
II 

Q77 
y  /  / 

UCBV 

4,163 

490 

7,187 

6,812 

BE 

931 

Freescale  Semi 

5,843 

563 

7,170 

11,046 

1  IC 

y  /o 

Turkcell 

3,695 

458 

5,220 

13,406 

TU 

933 

Canadian  Pacific 

3,668 

467 

9,365 

8,091 

/"A 
LA 

Q7Q 
y /y 

Advanced  Micro 

5,848 

165 

7,288 

16,842 

US 

933 

CenterPoint  Energy 

9,722 

222 

17,116 

4,022 

1  IC 

Shikoku  Electric  Pwr 

5,377 

251 

12,401 

5,622 

JA 

935 

Cosmo  Oil 

20,102 

246 

12,299 

3,425 

1 A 
JA 

QOI 

yo  i 

AutoZone 

5,763 

563 

4,402 

7,418 

US 

936 

Tesoro 

16,581 

507 

5,097 

4,196 

1  IC 

QB7 
yoZ 

National  Oilwell 

4,645 

287 

6,679 

10,605 

US 

937 

Baloise  Group 

8,004 

194 

51,077 

3,480 

C7 
DC. 

JOJ 

Public  Bank 

1,562 

383 

29,371 

6,052 

MA 

938 

NCR 

6,028 

529 

5,287 

7,365 

1  IC 

Ub 

QQ/t 

Chi  Mei  Optoelec 

3,709 

541 

6,403 

7,818 

TA 

939 

Grupo  Televisa 

3,061 

577 

7,068 

11,573 

ft/1  Y 
IV1A 

QfiC 

Huntington  Bancshs 

2,274 

412 

32,765 

5,390 

US 

940 

Rohm 

3,443 

421 

8,024 

11,197 

1 A 
JA 

3oD 

Potash  Saskatchewan 

3,609 

564 

5,358 

9,922 



CA 

941 

TD  Ameritrade  Holding 

1,185 

341 

15,776 

13,110 

1  IC 
Ub 

QQ7 
30/ 

Woodside  Petroleum 

1,925 

813 

5,017 

20,052 

AU 

942 

Bombardier 

16,410 

-88 

19,452 

4,478 

la 

Qftft 
TOO 

Deutsche  Boerse 

2,072 

361 

11,671 

13,176 

GE 

943 

Securitas 

8,297 

341 

5,818 

6,708 

ClAI 
3  VV 

QOQ 

yoy 

Liberty  Global 

4,586 

NA 

20,026 

9,720 

US 

944 

Hokkaido  Electric  Pwr 

4,875 

344 

13,068 

4,949 

1 A 

JA 

QQn 
yyu 

KarstadtQuelle  Group 

18,246 

-2,213 

11,869 

4,882 

GE 

945 

Smiths  Group 

5,302 

388 

6,060 

9,283 

UK 

QQ1 

yy  i 

SKF  Group 

6,194 

443 

5,071 

6,613 

SW 

946 

Bangkok  Bank 

1,724 

453 

36,197 

5,703 

TU 

1  n 

QQ7 

yyz 

Hongkong  Electric 

1,468 

808 

7,589 

9,862 

HK 

946 

Conseco 

4,359 

334 

30,812 

3,758 

1  IC 

Ub 

yyj 

Fiserv 

4,059 

516 

6,040 

7,702 

US 

948 

Supervalu 

19,814 

293 

6,476 

4,305 

1  IC 

QQ3 

yyj 

Mitsubishi  Materials 

9,188 

153 

12,936 

5,974 

J  A 

948 

Symantec 

3,618 

158 

17,677 

17,604 

1  IC 

yy  D 

Rinker  Group 

4,519 

453 

4,397 

12,272 

AU 

950 

Bed  Bath  &  Beyond 

5,592 

556 

3,785 

10,713 

1  IC 
Ub 

QQC 

yyo 

Yamada  Denki 

10,285 

269 

3,496 

9,963 

JA 

951 

Goodyear 

19,723 

239 

15,627 

2,529 

1  IC 

Ub 

QQ7 

yy  / 

Severn  Trent 

3,934 

262 

12,490 

7,029 

UK 

952 

Torchmark 

3,118 

485 

14,769 

5,673 

1  IC 
Ub 

QQQ 

yyo 

Temple-Inland 

4,860 

210 

20,656 

4,789 

US 

952 

Turkiye  Garanti  Bank 

3,449 

200 

22,253 

9,506 

Tl  1 

1  u 

QQQ 

yyy 

Nitto  Denko 

4,804 

390 

4,125 

14,325 

JA 

954 

Archstone-Smith 

947 

616 

11,467 

9,447 

1  IC 

Ub 

1 UUU 

Taylor  Woodrow 

6,446 

508 

6,462 

4,312 

UK 

955 

Eiffage 

10,597 

240 

8,377 

5,077 

CD 

rK 

1UU1 

Sherwin-Williams 

7,191 

463 

4,575 

6,236 

US 

956 

ProLogis 

734 

396 

13,114 

12,788 

1  IC 

Ub 

I UUZ 

Wharf  (Holdings) 

1,538 

485 

12,041 

9,083 

HK 

956 

UAL 

17,379 

-21,176 

20,170 

4,122 

1  IC 

Ub 

1UU3 

Liberty  International 

754 

629 

12,524 

6,560 

UK 

958 

Rogers  Communications 

6,434 

-38 

11,895 

12,552 

LA 

1  nciA 
1 UU4 

Barrick  Gold 

2,440 

416 

6,721 

22,650 

CA 

959 

CA 

3,757 

217 

10,057 

15,726 

1  IC 

Ub 

1004 

Hankyu 

4,447 

243 

14,761 

5,569 

JA 

960 

First  American 

8,062 

485 

7,408 

4,035 

1  IC 

Ub 

1UUO 

Kaupthing  Bank 

1,381 

256 

24,911 

9,487 

IC 

961 

OPAP 

4,311 

686 

1,366 

12,125 

f~D 

un 

1UOY 

Finatis 

32,369 

65 

25,045 

701 

FR 

962 

Wm  Wrigley  Jr 

4,159 

517 

4,460 

14,157 

1  IC 

Ub 

1  AAO 

lUUo 

Reuters  Group 

4,139 

784 

3,672 

9,045 

UK 

963 

Hershey 

4,836 

493 

4,295 

12,519 

US 

1008 

Storebrand 

4,489 

389 

28,445 

2,863 

NO 

964 

VF 

6,429 

519 

5,171 

6,088 

1  IC 

Ub 

1U1U 

Affiliated  Computer 

4,936 

423 

5,311 

7,859 

US 

965 

Compass  Bancshares 

2,204 

402 

30,798 

6,212 

US 

101 1 

Sojitz 

43,626 

-3,848 

22,303 

2,246 

JA 

965 

Hyundai  Heavy  Inds 

11,499 

49 

13,973 

6,050 

KO 

101 1 

ITV 

3,941 

267 

10,599 

7,805 

UK 

967 

El  Paso 

4,540 

-987 

31,702 

8,624 

US 

1013 

Mosaic 

5,491 

264 

8,696 

6,147 

US 

968 

VNU 

5,130 

221 

11,141 

8,222 

NE 

1014 

Manpower 

16,080 

260 

5,568 

4,684 

US 

969 

Genzyme 

2,735 

441 

6,879 

17,905 

US 

1015 

Hudson  City  Bancorp 

1,187 

276 

28,075 

7,715 

US 

970 

Shinsegae 

7,038 

325 

5,046 

8,974 

KO 

1016 

Aramark 

11,159 

309 

5,151 

5,141 

US 

971 

Korean  Air 

7,164 

478 

13,708 

2,386 

KO 

1017 

Hammerson 

421 

953 

10,404 

5,690 

UK 

972 

Old  Republic  Intl 

3,702 

509 

11,543 

4,952 

US 

1018 

LG  Chem 

11,200 

400 

7,400 

3,261 

KO 

973 

Avaya 

5,003 

961 

5,078 

5,222 

US 

1019 

Tele2 

6,277 

295 

8,139 

4,791 

SW 

974 

Voestalpine 

7,486 

419 

6,864 

4,611 

AS 

1020 

Beiersdorf 

5,645 

396 

3,632 

10,277 

GE 

975 

Quanta  Computer 

10,383 

377 

5,457 

4,956 

TA 

1021 

Metalurgica  Gerdau 

7,379 

541 

6,841 

3,506 

BR 

976 

Remgro 

1,595 

1,409 

6,344 

10,120 

SA 

1022 

Eastman  Chemical 

7,059 

557 

5,783 

4,014 

US 

See  page  193  for  country  codes  and  footnote 


Please  turn 
sector  view 


156      FORBES  APR. 


ige  for  a  world  and 
2000  largest  companies.  ► 


They're  your  servers.  And  your  network. 

(It's  time  you  took  back  control  of  them.) 


The  Right  Technology.  Right  Away.'" 

CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


LEADING  COMP 


From  Top  to  Bottom 

Of  the  Forbes  Global  2000  companies,  the  banking  sector  is  the  bit 
force,  with  6  million  people  worldwide.  For  the  second  consecutive 


Banking 
Retailing 
Consumer  durables 
Food  markets 
Transportation 
Materials 
Telecom  services 
Conglomerates 
Oil  &  gas  operations 
Food,  drink  &  tobacco 
Hotels  &  restaurants 
Business  svcs  &  supplies 
Utilities 

IT  hardware  &  equipment 
Capital  goods 
Construction 
Diversified  financials 
Insurance 
Media 

Health  care  equip  &  svcs 
Chemicals 
Drugs  &  biotech 
Household  /  personal  prods 
Aerospace  &  defense 
Software  &  services 
Semiconductors 
Trading  companies 


1.51 
1.36 
1.24 
1.16 
1.12 
1.09 
0.75 
0.50 
0.45 


5.98 
5.94 
5.73 

3.51 
3.31 
3.28 
3.15 
3.09 
3.05 
2.98 
2.86 
2.65 
2.53 
2.41 
2.25 
2.08 
1.84 

172  Employees 

(mil) 


les, 


South  America 


BRAZIL 

19 

CHILE 

 '  mi 

6 

COLOMBIA 

M 

2 

VENEZUELA 

i 

1 

Western  Europe 


AUSTRIA 


BELGIUM 


DENMARK 


FINLAND 


FRANCE 


GERMANY 


GREECE 


ICELAND 


IRELAND 


ITALY 


LUXEMBOURG 


NETHERLANDS 


NORWAY 


PORTUGAL 


SPAIN 


SWEDEN 


SWITZERLAND 


10 


12 


11 


15 


67 


58 


12 


8 


46 


29 


29 


26 


39 


37 


28 


36 


320 


Mid  ™ 


ISRAEL 


JORDAN 


SAUDI  AR  14 


UNITED  KINGDOM  130 


50 


41 


13 


Eastern  Europe 


CZECH  REPUBLIC 

1 

HUNGARY 

2 

POLAND 

3 

RUSSIA 

14 

TURKEY 

14 

Company  Totals 
By  Region 

North  America,  down  27  companies  from  last 
year,  still  dominates  the  Forbes  Global  2000. 
The  Pacific  Rim  picked  up  some  of  the  slack  by 
adding  18  companies. 


Change 

AFRICA 

24 

4 

EASTERN  EUROPE 

34 

4 

MIDDLE  EAST 

15 

6 

NORTH  AMERICA 

794 

-27 

PACIFIC  RIM 

562 

18 

SOUTH  AMERICA 

28 

2 

SOUTH  ASIA 

35 

3 

WESTERN  EUROPE 

516 

-11 

Sources:  Exshare;  FT  Interactive  Data,  LionShares,  Reuters 
Fundamentals  and  Worldscope  via  FactSet  Research 
Systems;  Bloomberg  Financial  Markets;  Forbes. 
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LEADING  COMPANIES   IN  THE  WORLD 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

w 

1073 

Gilead  Sciences 

2,028 

814 

J,  76b 

28,487 

us 

1024 

Sega  Sammy 

4,811 

472 

4,091 

10,397 

JA 

1025 

New  World  Develop 

2,866 

385 

15,700 

5,580 

HK 

1026 

Bank  of  East  Asia 

1,007 

355 

30,793 

'  5,189 

HK 

1027 

Next 

5,383 

567 

2,383 

7,268 

UK 

1028 

Bank  of  Fukuoka 

1,507 

250 

68,440 

5,653 

JA 

1028 

Land  Securities  Group 

3,103 

-68 

19,988 

15,108 

UK 

1030 

Fuji  Heavy  Inds 

13,496 

170 

12,437 

3,898 

JA 

1031 

Infineon  Technologies 

8,124 

-375 

11,699 

6,898 

GE 

1032 

Commerce  Bancorp 

2,108 

283 

38,466 

5,737 

US 

1033 

Kawasaki  Kisen  Kaisha 

7,729 

558 

5,606 

3,728 

JA 

1034 

Yara  International 

7,097 

620 

4,305 

4,695 

NO 

1035 

Rexam 

5,562 

383 

6,558 

4,911 

UK 

1036 

General  Growth  Prop 

3,073 

70 

25,151 

11,996 

US 

1037 

Hoya 

2,875 

598 

3,250 

18,003 

JA 

1038 

Noble  Energy 

2,187 

646 

8,878 

7,332 

US 

1039 

Hokuriku  Electric  Pwr 

4,394 

235 

14,524 

4,943 

JA 

1039 

Scana 

1,777 

327 

9,316 

4,653 

US 

1041 

First  Finl  Holding 

2,124 

324 

46,777 

4,516 

TA 

1042 

Cooper  Industries 

4,730 

391 

5,138 

7,669 

BU 

1043 

Joyo  Bank 

1,366 

244 

68,292 

5,345 

JA 

1044 

Constellation  Brands 

4,593 

315 

7,703 

5,828 

US 

1045 

Hua  Nan  Financial 

1,932 

339 

49,842 

4,232 

TA 

1046 

Kawasaki  Heavy  Inds 

11,584 

107 

10,965 

5,162 

JA 

1046 

1KB 

5,729 

185 

49,562 

3,160 

GE 

1048 

Forest  Labs 

2,859 

669 

3,484 

15,189 

US 

1049 

Konica  Minolta 

9,959 

70 

8,663 

6,692 

JA 

1049 

Tupras-Turkiye  Petrol 

8,500 

488 

3,969 

4,810 

TU 

1051 

Persimmon 

3,927 

592 

4,638 

7,200 

UK 

1052 

RR  Donnelley  &  Sons 

8,430 

137 

9,378 

7,257 

US 

1053 

Wiener  Stadtische 

5,632 

121 

19,099 

5,508 

AS 

1054 

Banca  Pop  di  Milano 

3,248 

173 

46,893 

5,250 

IT 

1055 

Boston  Properties 

1,445 

443 

8,900 

9,525 

US 

1055 

Swatch  Group 

5,492 

449 

5,168 

9,487 

SZ 

1057 

Equity  Office  Prop 

3,001 

43 

22,992 

11,972 

US 

1058 

Coca-Cola  Femsa 

4,176 

485 

5,902 

5,623 

MX 

1059 

Dentsu 

2,966 

257 

11,297 

9,105 

JA 

1060 

W&W-Wiistenrot 

8,310 

56 

74,088 

1,851 

GE 

1061 

Delphi 

27,201 

-6,369 

17,210 

180 

US 

1062 

Nidec 

4,533 

312 

4,449 

11,544 

JA 

1063 

Bank  Mandiri 

2,334 

568 

26,558 

3,579 

ID 

1064 

Navistar  Intl 

11,599 

294 

8,767 

2,057 

US 

1065 

Sumitomo  Metal  Mining 

4,521 

345 

5,351 

7,675 

JA 

1066 

St  Jude  Medical 

2,915 

393 

4,874 

16,669 

US 

1067 

Embraer 

3,852 

473 

5,230 

7,260 

BR 

1068 

Clorox 

4,508 

466 

3,567 

9,149 

US 

1068 

Jabil  Circuit 

8,095 

253 

4,442 

7,774 

US 

1070 

Telecom  of  NZ 

3,353 

637 

5,164 

6,866 

NZ 

1071 

5/L  \ 

9,  /65 

2,436 

KO 

1072 

Banca  Lombarda  Group 

2,709 

206 

45,36? 

5,364 

IT 

1072 

ALFA 

6,534 

734 

5,939 

3,097 

MX 

1072 

SES  Global 

1,461 

452 

9,089 

8,846 

LU 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value  A 
(Smil)  \% 

1075 

Thomson 

10,847 

-863 

11,567 

4,607  11 

1076 

Fluor 

11,938 

210 

4,224 

7,491 

1077 

Arrow  Electronics 

11,164 

254 

6,045 

4,157 

1077 

Adobe  Systems 

1,966 

603 

2,440 

23,123 

1079 

CapitaLand 

2,312 

451 

10,934 

7,131 

; 

1080 

Consol  Energy 

3,810 

581 

5,088 

5,869 

1081 

Samsung 

15,402 

79 

11,233 

4,054 

1082 

Ingram  Micro 

28,808 

217 

7,035 

3,185 

1083 

Shoppers  Drug  Mart 

6,149 

313 

3,762 

8,319 

1084 

Estee  Lauder  Cos 

6,363 

313 

3,701 

7,962 

1085 

Keppel 

3,421 

339 

7,570 

6,784 

1086 

Capgemini  Group 

8,215 

167 

7,153 

6,499 

1087 

Bharat  Petroleum 

14,747 

353 

6,062 

2,941 

1088 

Citic  Pacific 

2,949 

461 

7,663 

6,557 

1089 

Wisconsin  Energy 

3,816 

309 

10,462 

4,782 

1090 

Omnicare 

5,293 

226 

7,111 

6,486 

1091 

Delta  Air  Lines 

1 5,689 

-4,789 

20,215 

96 

1092 

Salzgitter 

8,062 

332 

5,928 

3,934 

1093 

Dollar  General 

8,299 

339 

2,931 

5,516 

1094 

Olympus 

7,590 

-110 

7,914 

7,869 

1094 

China  Minsheng  Bank 

2,171 

242 

53,733 

4,701 

1096 

GlobalSantaFe 

2,264 

423 

6,222 

13,455 

1097 

Mattel 

5,179 

417 

4,372 

6,548 

1 

1097 

Bluescope  Steel 

6,043 

766 

4,872 

3,441 

/ 

1099 

Bankinter 

1,702 

236 

48,198 

4,865 

1100 

NVR 

5,275 

698 

2,270 

4,699 

1101 

Sonae  SGPS 

9,001 

261 

10,021 

3,147 

1102 

BJ  Services 

3,462 

518 

3,581 

10,136 

1103 

Randstad  Holding 

7,847 

296 

2,319 

6,461 

1104 

Omron 

5,678 

282 

5,075 

6,556 

1105 

Juniper  Networks 

2,064 

354 

8,027 

10,386 

1 

1106 

Moody's 

1,732 

561 

1,457 

19,794 

1 

1107 

BPER-Emilia  Romagna 

3,184 

190 

53,406 

4,027 

1108 

Broadcom 

2,671 

412 

3,752 

23,650 

1109 

Leucadia  National 

1,041 

1,636 

5,261 

5,861 

1110 

Mediolanum 

3,406 

192 

15,294 

6,009 

1111 

Nikon 

5.957 

225 

5,819 

6,362 

1112 

SPX 

4,292 

1,090 

5,329 

3,496 

1113 

Huntsman 

12,939 

25 

8,788 

4,499 

1114 

Banco  BPI 

2.400E 

297 

35,633 

4,105 

1114 

Bidvest  Group 

9,453 

309 

3,106 

5,080 

1116 

Ishikawajima-Harima 

10,161 

20 

12,542 

4,013 

1117 

Energy  East 

5,299 

257 

11,452 

3,701 

1118 

Teijin 

8,475 

85 

7,926 

6,319 

1119 

Smith  International 

5,579 

302 

4,060 

8,226 

1120 

Altana 

4,020 

530 

3,599 

7,285 

1121 

GS  Holdings 

9,484 

234 

10,912 

2,507 

1122 

Cattolica  Assicurazio 

6,422 

185 

22,940 

2,706 

1  1  "33 

investec 

1  jU 

33  7Q7 

6,079s 

1124 

Uniqa 

5,752 

112 

25,521 

3,809 

1124 

Cemig 

2,689 

521 

6,089 

7,693 

1126 

Calpine 

9,230 

-242 

27,088 

128  { 

TAKING  UNNECESSARY  RIS 

WITH  YOUFUNVESTJVIENTS 

DOESN'T  MAKE  MUCH  SENSE  EITHER. 


ying  to  make  money  on  exciting,  unpredictable  investments  is  one 
the  surest  ways  to  lose  it.  Which  is  why  Edward  Jones  recommends 
vestment  strategies  that  have  proven  themselves  over  the  long  term, 
find  the  Edward  Jones  office  nearest  you,  call  1-800-ED-JONES  or 
iit  www.edwardjones.com.  Member  SIPC. 


Edwardjones 

MAKING  SENSE  OF  INVESTING 


JM  |  LEADING  COMPANIES  IN  THE  WORLD 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

w 

1127 

Whitbread 

3,679 

340 

7,961 

4,774 

UK 

1128 
1129 

New  York  Community 

1,277 

292 

26,284 

4,488 

US 

Goodrich 

5,397 

264 

6,454 

5,151 

US 

1130 

Health  Net 

11,941 

230 

3,941 

5,501 

US 

1131 

TRW  Automotive 

12,643 

204 

10,230 

2,541 

US 

1132 

WW  Grainger 

5,527 

346 

3,107 

6,597 

us 

1133 

Associated  Banc-Corp 

1,385 

320 

22,100 

4,416 

us 

1134 

Schindler  Holding 

7,215 

270 

4,477 

5,814 

sz 

1135 

Furukawa  Electric 

7,239 

147 

9,148 

5,611 

JA 

1136 
1137 

Bank  Central  Asia 

1,429 

345 

16,078 

4,784 

ID 

Everest  Re  Group 

4,555 

-219 

16,475 

5,556 

BU 

1138 
1138 

Allied  Waste  Inds 

5,735 

205 

13,652 

3,542 

US 

Cablevision  NY  Group 

5,176 

94 

10,204 

7,575 

US 

1140 

Ecolab 

4,535 

319 

3,797 

9,263 

US 

1141 

Hanjin  Shipping 

6,927 

665 

5,087 

1,695 

KO 

1142 

Tata  Steel 

3,662 

825 

4,052 

5,368 

IN 

1143 

Sekisui  Chemical 

7,995 

208 

6,788 

4,303 

JA 

1144 

Canadian  Tire 

6,685 

284 

5,121 

4,760 

CA 

1145 

Impala  Platinum 

1,887 

788 

3,133 

11,414 

SA 

1146 

Hachijuni  Bank 

1,564 

244 

54,839 

4,046 

JA 

1147 

Neptune  Orient  Lines 

6,760 

974 

4,327 

2,263 

SI 

1148 

Micron  Technology 

4,982 

96 

8,010 

9,598 

US 

1149 

Technip 

6,355 

152 

8,519 

5,809 

FR 

1150 

William  Hill 

1 5,907 

285 

1,793 

3,851 

UK 

1151 

Barratt  Developments 

4,503 

521 

4,923 

4,379 

UK 

1152 

Molson  Coors  Brewing 

5,507 

139 

12,217 

5,355 

US 

1153 

Kasikornbank 

1,192 

339 

20,380 

4,074 

TH 

1154 

Australian  Gas  Light 

3,088 

646 

4,416 

6,495 

AU 

1155 

Imperial  Holdings 

6,403 

352 

4,307 

4,671 

SA 

1156 

SMC 

2,614 

460 

4,959 

10,265 

JA 

1157 

Rockwell  Collins 

3,563 

410 

3,105 

9,163 

US 

1158 

British  Land 

1,146 

111 

23,151 

10,999 

UK 

1158 

Rite  Aid 

16,840 

255 

5,836 

1,939 

US 

1160 

Darden  Restaurants 

5,504 

317 

3,056 

6,340 

US 

1161 

Tobu  Railway 

5,947 

115 

14,235 

4,344 

JA 

1162 

Astra  International 

4,789 

584 

4,160 

4,321 

ID 

1163 

Tata  Consultancy 

2,226 

453 

1,211 

18,339 

IN 

1164 

Public  Storage 

1,061 

456 

5,552 

9,985 

US 

1165 

Taiheiyo  Cement 

8,142 

134 

11,496 

4,075 

JA 

1166 

Hochtief 

16,206 

56 

9,546 

3,417 

GE 

1167 

George  Wimpey 

5,160 

434 

5,449 

3,835 

UK 

1168 

Autoliv 

6,205 

293 

5,065 

4,482 

US 

1169 

ACE  Aviation 

8,235 

222 

10,187 

2,998 

CA 

1170 

Publish  &  Broadcast 

2,527 

365 

6,484 

8,519 

AU 

1171 

ITC 

1,843 

514 

2,687 

14,601 

IN 

1172 

Smithfield  foods 

11,839 

284 

5,911 

2,936 

US 

1173 

MGIC  Investment 

1,527 

627 

6,358 

5,815 

US 

1174 

Mediceo  Paltac  Hldgs 

15,542 

81 

7,884 

3,799 

JA 

1174 

Mechel 

3,636 

1,343 

3.678 

a  ni7 

1176 

American  Fini  Group  4,038 

207 

23,146 

3,207 

us 

1177 

Infosys  Technologies  ',632 

433 

1,535 

17,501 

IN 

1178 

Mirant  3,698 

NA 

12,882 

7,380 

us 

i 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

® 

1179 

Marui. 

5,189 

179 

6,621 

6,449 

JA 

1180 

Carlsberg 

6,563 

87 

10,190 

4,765 

DE 

1181 

Lexmark  International 

5,222 

356 

3,330 

5,462 

US 

1182 

Northwest  Airlines 

12,124 

-1,581 

13,961 

33 

US 

1183 

Piraeus  Bank 

1,399 

193 

22,511 

5,941 

GR 

1184 

Kiihne  &  Nagel  Intl 

8,001 

211 

2,446 

6,533 

SZ 

1185 

Analog  Devices 

2,430 

428 

4,374 

13,965 

US 

1186 

Celanese  Corp 

6,070 

277 

7,413 

3,393 

US 

1187 

Coca-Cola  HBC 

5,763 

153 

6,618 

7,101 

GR 

1188 

Interpublic  Group 

6,354 

-96 

11,286 

4,460 

US 

1189 

Hindustan  Petroleum 

14,292 

324 

4,592 

2,475 

IN 

1189 

Pioneer  Natural  Res 

2,373 

535 

7,329 

5,412 

us 

1191 

Newell  Rubbermaid 

6,480 

-116 

6,446 

7,217 

US 

1191 

Bank  of  Kyoto 

945 

205 

49,881 

4,122 

JA 

1191 

Hokuhoku  Finl  Group 

1,788 

105 

86,529 

5,601 

JA 

1194 

KT&G 

2,929 

456 

3,859 

9,797 

KO 

1195 

Tate  &  Lyle  Group 

5,673 

265 

4,871 

5,108 

UK 

1196 

Willis  Group  Holdings 

2,267 

300 

12,278 

5,418 

UK 

1197 

Takashimaya 

9,822 

133 

7,217 

4,524 

JA 

1198 

Italmobiliare 

6,353 

225 

11,141 

2,889 

IT 

1199 

Mercantile  Bkshs 

1,059 

276 

16,422 

4,703 

US 

1200 

Rentokil  Initial 

3,954 

552 

2,550 

4,994 

UK 

1201 

Henderson  Group 

4,787 

73 

56,014 

1,653 

UK 

1202 

Amcor 

8,447 

132 

7,399 

4,864 

AU 

1203 

Paychex 

1,556 

422 

4,120 

15,203 

US 

1204 

Julius  Baer  Holding 

1,425 

111 

21,715 

9,418 

SZ 

1205 

New  Century  Financial 

2,443 

417 

26,147 

2,177 

US 

1206 

Showa  Denko 

6,877 

133 

8,257 

4,961 

JA 

1206 

HDFC-Housing  Devel 

846 

256 

10,287 

7,613 

IN 

1208 

Valeo 

11,741 

167 

9,439 

3,072 

FR 

1208 

Fairfax  Financial 

6,103 

-517 

26,431 

2,566 

CA 

1208 

Rakuten 

1,099 

165 

14,002 

10,323 

JA 

1211 

Siam  Commercial  Bank 

1,243 

476 

19,673 

3,124 

TH 

1212 

Tenet  Healthcare 

9,719 

-2,454 

9,967 

3,704 

US 

1212 

MeadWestvaco 

6,170 

28 

8,878 

5,048 

US 

1212 

Odakyu  Electric  Rail 

5,859 

38 

11,481 

4,432 

JA 

1215 

Brunswick 

5,924 

385 

4,622 

3,807 

US 

1215 

Krung-Thai  Bank 

1,388 

285 

29,550 

3,512 

TH 

1215 

ASML  Holding 

2,989 

368 

4,195 

10,060 

NE 

1215 

Sapporo  Hokuyo 

1,536 

173 

65,069 

4,341 

JA 

1215 

Tata  Motors 

4,413 

317 

3,439 

6,906 

IN 

1220 

OKO  Bank 

1,182 

316 

26,324 

3,388 

Fl 

1221 

Rautaruukki 

4,319 

538 

3,193 

4,597 

Fl 

1222 

Coach 

1,934 

455 

1,759 

13,669 

US 

1223 

Buzzi  Unicem 

3,761 

324 

7,187 

4,080 

IT 

1224 

Enterprise  Inns 

1,622 

374 

9,659 

5,202 

UK 

1225 

Wipro 

1,868 

373 

1,637 

16,659 

IN 

1226 

Wendel  Investissement 

1,180 

381 

7,720 

6,204 

FR 

1227 

Pr~tmin3  fin-inn 

3  001 

359 

8,146 

4,299 

AU 

1228 

Univision  Commun 

1,900 

227 

8,115 

10,335 

US 

1229 

Colruyt 

5,749 

308 

1,981 

4,968 

BE 

1230 

Hyundai  Steel 

5,524 

468 

5,830 

2,711 

KO 

See  page  193  for  country  codes  and  footnotes. 
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*  lo  t  I  * 


ft 


ho  is  helping  to  improve  the  quality  of  patient  care  and  safety 

in  hospitals  throughout  the  nation? 

W  W  t-1  |  £-1      We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses  and  communities 

*  right  herein  the  US.  One  of  our  specialties  is  providing  US  hospitals  with  the  tools  to  improve 
patient  care,  while  helping  to  lower  costs  thanks  to  our  "digital  hospital"  solutions.  We're  working  with 
numerous  healthcare  providers  to  build  health  networks  that  connect  telecommunications,  IT,  medical 
systems  and  building  technologies  in  ways  never  before  accomplished.  This  means  less  waiting,  decreased 
costs  and  enhanced  care  for  patients.  But  unless  you're  one  of  the  70,000  Americans  that  we  currently 
employ,  you  may  not  know  us.  We're  Siemens. 

SIEMENS 

Global  network  of  innovation 
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With  help  from  the  EPA,  a  growing  number  of  companies 
are  voluntarily  reducing  greenhouse  gas  emissions. 


In  an  age  of  increasing  concern  over 
global  warming  due  to  rising  levels 
of  greenhouse  gases,  the  voluntary 
efforts  of  a  group  of  companies  have 


•  General  Motors,  which  reduced  greenhouse  gas 
emissions  (GHG)  by  a  total  of  17.1%  at  its  North 
American  facilities  from  2000  to  2004 

•  Sun  Microsystems,  which  has  pledged  a  GHG  emis- 
sions reduction  in  the  U.S.  of  20%  from  2002  to  2012 

•  Johnson  &  Johnson,  which  also  pledged  to  reduce 
total  GHG  emissions  in  the  U.S.  by  14%  from  2001 
to  2010 

These  are  just  some  of  the  achievements  and  goals 
that  a  group  of  more  than  80  companies  have  made  in  an 
effort  to  reduce  the  risk  of  global  warming.  Working  in 
cooperation  with  the  U.S.  Environmental  Protection 
Agency's  Climate  Leaders  program,  these  companies  are 
taking  inventory  of  the  sources  of  greenhouse  gases 
within  their  operations  and  taking  steps  to  reduce  or 
eliminate  them. 


CLIMATE 
LEADERS 

U.S.  tnvironmental  Protection  Agency 
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All  together,  their  GHG  emissions  reduction  goals  will  prevent 
a  total  of  8  million  metric  tons  of  carbon  equivalent  per  year 
from  entering  the  atmosphere. 

"The  EPA  is  working  hand-in-hand  with  businesses  to 
voluntarily  reduce  their  climate  footprints  in  cost-effective 
ways,"  says  EPA  Administrator  Stephen  L.  Johnson.  "By  set- 
ting and  achieving  their  greenhouse  gas  reduction  goals,  these 
leading  companies  are  proving  that  doing  what  is  good  for  the 
environment  is  also  good  for  business."  Their  efforts  were 
honored  during  the  annual  Climate  Leaders  Partner  Meeting, 
held  in  Marina  del  Rey,  California,  in  January. 


The  Climate  Leaders  Program 

Companies  in  the  U.S.  are  recognizing  that  global  climate 
change  is  a  hot  topic,  not  just  for  the  fate  of  the  planet,  but 
also  as  a  strategic  corporate  issue  that  demands  action.  In 
many  cases,  greenhouse  gas  mandates  are  being  imposed  at 
the  state  and  international  levels,  and  companies  face  a 
barrage  of  concerns  including  litigation  against  emitters, 
shareholder  resolutions  and  the  reality  of  rising  energy  costs. 

Launched  in  2002,  the  Climate  Leaders  program  is  an 
industry-government  partnership  that  works  with  companies 
to  develop  long-term  greenhouse  gas  reduction  strategies. 
Climate  Leaders  partners  represent  virtually  every  sector  of 
the  economy,  from  heavy  manufacturing  to  banking  and 
computer  giants  to  major  retailers.  These  partners  set  the 
standard  for  GHG  management  by  agreeing  to  make  a  corpo- 
rate-wide emissions  inventory  and  devising  an  aggressive 
reduction  goal.  To  help  them,  EPA  has  developed  a  number  of 
tools  and  technical  services  to  assist  in  creating  a  credible 
corporate  inventory,  setting  and  tracking  reduction  goals  and 
promoting  company  success  stories.  For  each  company,  the 
process  includes  the  following. 

Completing  a  Corporate-Wide  GHG  Inventory.  The  first 
step  is  to  create  an  inventory  that  locates  and  quantifies  the 
gases  emitted  annually.  This  allows  companies  to  determine 


"By  setting  and  achieving  their 
greenhouse  gas  reduction  goals, 
these  leading  companies  are 
proving  that  doing  what  is  good 
for  the  environment  is  also 
good  for  business." 

-  Stephen  L.  Johnson,  Administrator, 
U.S.  Environmental  Protection  Agency 


what  is  known  as  their  "carbon  footprint,"  and  then  identif 
the  facilities  and  emission  sources  that  are  the  prim 
targets  for  a  reduction  plan.  Sources  range  from  manufacturin 
facilities  to  corporate  jets  used  for  business  travel  and  eve 
energy-inefficient  desktop  computers.  "Once  a  company  ha 
a  comprehensive  picture  of  its  climate  impact,  it  is  in  a  bette 
position  to  address  its  risk  strategically  and  cost-effectiveh 
helping  to  focus  reduction  efforts  where  the  greatest  result 
can  be  achieved,"  says  EPAs  Jim  Sullivan,  director  of  th 
Climate  Leaders  program. 

Developing  an  Inventory  Management  Plan.  While  crea 
ing  their  GHG  inventory,  Climate  Leaders  work  simultaneous! 
to  develop  a  management  plan  to  chart  their  progress.  This  i 
a  critical  step  toward  credible  inventory  tracking  over  time 
and  can  serve  as  a  tool  for  an  independent  third-party  verif 
cation  of  a  company's  GHG  reduction  efforts  —  which  i 
something  many  shareholders  have  begun  to  expec 
Inventory  Management  Plans  have  been  shown  to  improv 
the  efficiency  of  inventory  development  and  adjustment: 
helping  to  reduce  the  long-term  costs  of  GHG  managemen 
Identifying  areas  for  improvement  and  opportunities  fc 
efficiency  gains  often  lead  to  cost  savings  as  well. 

Setting  a  Corporate-Wide  GHG  Reduction  Goal.  Th 
cornerstone  of  an  effective  corporate  strategy  lies  in  committin 
to  a  realistic  yet  challenging  GHG  reduction  goal.  Once  the  bas 
year  inventory  and  inventory  management  plan  are  in  place 
companies  can  then  formulate  a  strategy  for  reducing  emi: 
sions.  "Climate  Leaders  partners  have  seen  the  critical  impo 
tance  of  setting  a  public  goal  in  engaging  management  an 
stakeholders,"  explains  Sullivan.  "Goal  setting  is  often  wfu 
drives  actions  to  reduce  emissions,  helping  to  ensure  th 
overall  success  of  a  company's  GHG  management  strategy' 

Tracking  Progress  Toward  a  Goal.  Companies  repo 
annual  inventory  data  to  EPA  in  order  to  track  progress  towar 
their  reduction  goal.  In  addition,  many  companies  public 
report  on  their  climate  change  strategy  through  a  sustainabilit 
report,  which  is  a  useful  tool  for  disclosing  information  on 


Dimpany's  combined  economic,  environmental  and  social 
arformance.  Sustainability  reporting  can  enhance  a  company's 
restige  with  shareholders  and  add  to  the  long-term  value  of 
le  company. 

In  January  2006,  EPA  announced  that  11  corporations, 
icluding  General  Electric,  Lockheed  Martin,  Marriott 
iternational,  Mack/Volvo  Trucks  and  Sun  Microsystems, 
mounced  new  GHG  reduction  goals  under  the  Climate 
3aders  program. 


Sun  Microsystems:  Reducing  the 
Net's  Energy  Demands 

At  the  Climate  Leaders  conference,  Sun  Microsystems 
mounced  its  goal  to  cut  energy  consumption  drastically  and 
ius  reduce  its  greenhouse  gas  emissions  by  20%  between 
D02  and  2012.  As  part  of  its  energy  vision,  Sun  wants  to  help 
3  customers  realize  similar  reductions.  "Energy  efficiency  is  a 
)rmpetitive  advantage  in  the  automotive  industry  and  in  the 
larkets  for  everything  from  airplanes  to  refrigerators,"  says  Sun 
hief  Technology  Officer  Greg  Papadopoulos.  "It's  high  time  we 
ing  the  same  focus  and  competitive  zeal,  the  same  level  of 
sponsibility,  to  the  environment  and  to  our  industry." 
With  the  number  of  users  on  the  Internet  expected  to  rise 
/  300  million  per  year  into  the  foreseeable  future,  advances  in 
le  energy  efficiency  of  servers  hold  the  promise  of  massive 
ivings.  "The  time  has  come  to  define  the  equivalent  of  'miles 
?r  gallon'  for  data  centers,"  says  Papadopoulos.  "Sun  has 
5en  working  to  reduce  the  energy  demands  of  computing 
,id  networking  for  many  years,  and  our  current  product  family 
fleets  our  commitment  to  eco-responsible  solutions."  This 
dudes  the  Sun-designed  UltraSPARC  T1  processor,  which 
e  company  considers  to  be  the  "hybrid  engine"  of 
|e  processor  world.  Its  breakthrough  innovations  in  power, 
holing  and  performance  demonstrate  the  company's  commit- 
tant  to  putting  innovation  to  work  for  the  environment. 
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In  addition  to  its  efforts  with  Climate  Leaders,  Sun  has  other 
environmental  initiatives.  One  key  example  is  Sun  iWork.  This 
award-winning  internal  location  independent  work  program 
provides  employees  with  alternatives  to  lengthy  commutes  by 
creating  satellite  offices  closer  to  where  people  live  and  by 
expanding  work-at-home  possibilities.  "This  requires  them  to 
spend  less  time  in  the  car,  and  lessens  the  impact  of  fossil 
fuel  use  on  the  environment,"  says  Papadopoulos. 

Sun's  alternative-commute  offerings  and  the  internal  Sun 
iWork  program  were  recently  named  as  one  of  the  top  five 
programs  of  its  kind  in  EPA's  annual  selection  of  The  Best 
Workplaces  for  Commuters.  The  effort  has  been  so  successful 
that  Sun  has  developed  the  Sun  OpenWork  Practice  to  help  cus- 
tomers develop  flexible  work  options  for  their  own  employees. 

Also  in  January,  EPA  announced  that  Baxter  International, 
General  Motors,  IBM  Corp.,  the  National  Renewable  Energy 
Laboratory  and  SC  Johnson  were  the  first  five  corporations  to 
achieve  their  voluntary  GHG  reduction  goals  set  through  the 
Climate  Leaders  program. 


"Energy  efficiency  is  a  competitive 
advantage  in  the  automotive  industry 
and  in  the  markets  for  everything  from 
airplanes  to  refrigerators.  It's  high  time 
we  bring  the  same  focus  and  competitive 
zeal,  the  same  level  of  responsibility,  to 
the  environment  and  to  our  industry." 

-  Greg  Papadopoulos,  Chief  Technology 
Officer,  Sun  Microsystems 


General  Motors:  Climate  Change  Through 
Effective  GHG  Management  Policies, 
Strategies  and  Performance 

At  the  Climate  Leaders  awards  ceremony,  General  Motors 
—  a  founding  partner  with  the  Climate  Leaders  program  — 
was  honored  for  meeting  its  stated  GHG  emissions  reduction 
goal  of  10%  for  all  North  American  facilities  from  2000  to  2005. 
The  company  exceeded  its  goal,  reducing  C02  emissions  by 
17%  from  2000  to  2004.  In  addition,  GM  used  the  EPA's 
ENERGY  STAR®  principles  to  reduce  energy  consumption  by 
more  than  26.6%  compared  with  1995  levels.  "As  a  company, 
we're  very  supportive  of  voluntary  programs  that  make  good 
business  sense,"  says  Kristin  B.  Zimmerman,  Ph.D.,  manager 
of  Environment  and  Energy  Policy  at  GM's  Public  Policy  Center. 
"As  an  EPA  Climate  Leader,  we're  reducing  C02  emissions, 


In  our  FlexFuel  Vehicles, 
Yellow  means  Go. 


Lilj  ^^at  ^  everY  vehicle  in  America  was  yellow?  What  if  they  could 
run  on  E85  ethanol,  an  alternative  fuel  derived  from  corn,  made  up 
of  85%  ethanol  and  15%  gasoline?  America  could  move  towards 
energy  independence  with  a  homegrown,  renewable  fuel  source  that 
reduces  greenhouse  gas  emissions  while  it  boosts  your  engine's 
performance.  Can  every  vehicle  in  America  run  on  yellow?  Not  yet. 
But  GM  already  has  1.5  million  FlexFuel  Vehicles  on  the  road  that  can 
run  on  gasoline  or  E85  ethanol.  And  it's  just  the  beginning.  Join  the  ride. 
Help  turn  your  world  yellow  at  LiveGreenGoYellow.com.  Learn  more 
about  E85  ethanol,  which  GM  vehicles  can  run  on  it,  where  you  can  get  it 
and  how  you  can  make  a  difference.  One  car  company  can  show  you  how. 
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"We're  very  supportive  of  voluntary  programs 

that  make  good  business  sense.  As  an  EPA 

Climate  Leader,  we're  reducing  C02  emissions, 

saving  energy  and  saving  money  —  a  powerful 

combination  that  produces  measurable  results." 

-  Kristin  B.  Zimmerman,  Ph.D.,  Manager, 
Environment  and  Energy  Policy, 
Public  Policy  Center,  General  Motors 

saving  energy  and  saving  money  —  a  powerful  combination 
that  produces  measurable  results." 

With  326,000  employees  on  six  continents  and  manufacturing 
operations  in  32  countries,  GM  is  the  world's  largest 
vehicle  manufacturer.  For  more  than  four  decades,  the 
company  has  focused  on  incorporating  environmental  consid- 
erations and  principles  into  its  products  and  facilities,  a  legacy 
it  now  continues  with  Climate  Leaders.  "Working  with  the  EPA 
through  Climate  Leaders  is  a  way  for  GM  to  demonstrate  our 
commitment  to  reducing  greenhouse  gas  emissions  and  is  an 
excellent  example  of  a  collaborative  public-private  partnership," 
says  Zimmerman. 

Through  its  partnership  in  another  EPA  program  called 
WasteWise,  GM  North  America  has  reduced  its  generation  of 
targeted  wastes  by  16%  since  2000  and,  on  average,  is  annu- 
ally avoiding  5  million  metric  tons  of  C02-equivalent  emissions 
from  entering  the  atmosphere  through  its  innovative  waste  pre- 
vention, reuse  and  recycling  activities.  GM  is  also  using  landfill 
gas  at  seven  of  its  North  American  assembly  plants  as  a  way  to 
incorporate  more  renewable  energy  into  its  energy  portfolio. 
"GM  is  helping  reduce  coal  and  natural  gas  consumption  and 
emissions  at  its  plants  by  capturing  methane  that  would  other- 
wise have  been  flared  to  the  atmosphere  from  the  landfill,  and 
using  it  as  an  energy  source,"  says  Zimmerman.  GM's  landfill 
gas  projects  have  generated  annual  savings  in  excess  of 
$500,000  at  each  plant.  The  landfill  gas  usage  at  the  seven 
assembly  plants  amounts  to  1.6  trillion  BTUs  per  year,  equiva- 
lent to  the  energy  needed  to  heat  over  25,000  households,  a 


Becoming  a  Climate  Leader 

The  EPA's  Climate  Leaders  program  is  good  for  the 
global  environment,  and  it  is  also  good  for  business. 
By  becoming  a  partner,  a  company  can: 

•  Earn  identification  as  an  environmental  leader 

•  Create  a  credible  record  of  accomplishments 

•  Receive  technical  assistance  to  complete 
a  greenhouse  gas  inventory 

•  Improve  management  of  greenhouse 
gas  emissions 

•  Become  a  well-informed  player  in  the  climate 
change  policy  discussion 

To  learn  how  your  company  can  become  a 
Climate  Leader,  visit  www.epa.gov/climateleaders 
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Sun  Microsystems 

www.sun.com/ecoresponsibility 

General  Motors 

www.gmresponsibility.com/ 
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LEADING  COMPAN 


Rank 

Company 

Sales 
($mil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

H 

1230 

Oil  &  Gas  Development 

1,118 

553 

2,299 

10,551 

PK 

1232 

Gecina 

793 

237 

10,214 

7,774 

FR 

1233 

Reliant  Energy 

9,727 

-354 

13,544 

3,067 

US 

1234 

Shiseido 

5,970 

-83 

6,264 

7,316 

JA 

1235 

Host  Marriott 

3,881 

166 

8,245 

6,859 

US 

1236 

Maxim  Integrated 

1,671 

470 

2,957 

12,532 

US 

1237 

Electronic  Arts 

2,864 

259 

4,331 

15,747 

US 

1238 

YRC  Worldwide 

8,742 

291 

5,797 

2,778 

US 

1239 

Arch  Capital  Group 

3,168 

256 

11,488 

4,148 

BU 

1240 

Bank  Rakyat  Indonesia 

1,834 

392 

11,462 

4,242 

ID 

1241 

Washington  Post 

3,508 

318 

4,445 

7,220 

US 

1242 

Laboratory  Corp  Amer 

3,328 

386 

3,876 

7,764 

us 

1243 

Fuji  Television 

4,448 

213 

6,322 

5,419 

JA 

1243 

Punjab  National  Bank 

2,378 

320 

29,289 

3,136 

IN 

1245 

Marvell  Technology 

1,670 

331 

3,513 

17,403 

BU 

1246 

Tomkins 

5,468 

326 

4,255 

4,507 

UK 

1247 

Taishin  Financial 

1,820 

356 

27,198 

2,965 

TA 

1248 

Keyence 

1,333 

434 

3,158 

12,627 

JA 

1249 

Bumiputra-Commerce 

1,764 

198 

29,389 

4,281 

MA 

1250 

Avnet 

12,611 

163 

6,156 

3,668 

US 

1251 

Allergan 

2,319 

386 

2,838 

14,246 

US 

1252 

Fast  Retailing 

3,467 

306 

2,460 

8,922 

JA 

1252 

Radian  Group 

1,298 

523 

7,231 

4,709 

US 

1254 

Wolters  Kluwer 

4,425 

183 

6,262 

6,537 

NE 

1255 

CH  Robinson  Worldwide 

5,689 

203 

1,395 

7,661 

US 

1256 

Terex 

6,117 

364 

4,179 

3,863 

US 

1257 

Daewoo  Ship  &  Marine 

4,780 

233 

5,352 

5,194 

KO 

1258 

Dogan  Holding 

5,704 

177 

8,554 

3,916 

TU 

1259 

Biogen  Idee 

2,423 

161 

8,367 

15,901 

US 

1260 

Metso 

4,989 

279 

4,422 

5,216 

Fl 

1260 

Great  A&P  Tea 

9,693 

426 

2,508 

1,322 

US 

1262 

Hong  Kong  &  China  Gas 

1,049 

393 

3,025 

13,374 

HK 

1263 

Intl  Game  Technology 

2,354 

435 

3,804 

12,037 

US 

1264 

Safran 

4,844 

182 

3,913 

10,620 

FR 

1265 

Thornburg  Mortgage 

1,511 

283 

42,508 

2,701 

US 

1266 

China  Resources  Ent 

6,059 

206 

5,069 

4,867 

HK 

1267 

Lear 

17,095 

-1,376 

8,288 

1,401 

US 

1267 

Iberia 

6,244 

296 

6,542 

2,637 

SP 

1267 

Leopalace21 

4,444 

310 

4,123 

5,786 

JA 

1270 

GAIL  (India) 

3,175 

467 

4,675 

5,201 

IN 

1271 

Kimco  Realty 

523 

364 

5,535 

8,145 

US 

1272 

Avery  Dennison 

5,474 

226 

4,204 

6,012 

us 

1273 

Kelda  Group 

1,442 

329 

8,591 

5,240 

UK 

1274 

Sumitomo  Heavy  Inds 

4,864 

213 

5,209 

5,451 

JA 

1274 

Esprit  Holdings 

2,655 

430 

1,265 

9,303 

HK 

1276 

CDW 

6,292 

272 

1,649 

4,576 

US 

1276 

CMS  Energy 

6,413 

-84 

16,020 

3,105 

US 

1276 

Diamond  Lease 

5,012 

174 

16,391 

2,601 

JA 

12/6 

GPT  Group 

527 

-  _ 
334 

/,!  lo 

6,21  / 

AU 

1280 

Barloworld 

6,194 

293 

4,407 

4,032 

SA 

1281 

Linear  Technology 

1,068 

430 

2,372 

11,266 

US 

1282 

Continental  Airlines 

11,208 

-68 

10,672 

1,562 

US 

See  page  1 93  for  country  codes  and  footnotes. 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

w 

1283 

Daito  Trust  Construct 

4,588 

294 

3,737 

5,620 

JA 

1283 

Agri  Bank  Greece 

1,290 

88 

25,204 

6,455 

GR 

1285 

Helvetia  Patria 

5,164 

139 

24,918 

1,856 

SZ 

1286 

Las  Vegas  Sands 

1,741 

284 

3,693 

18,895 

US 

1287 

Banque  Nat  Belgique 

1,246 

229 

80,617 

1,526 

BE 

1288 

Acer 

7,079 

221 

3,909 

4,955 

TA 

1289 

Atos  Origin 

7,194 

14 

6,746 

4,696 

FR 

1290 

British  Energy 

3,144 

NA 

13,694 

6,154 

UK 

1290 

Nextel  Partners 

1,802 

605 

2,294 

7,591 

US 

1292 

PICC  Property  &  Cas 

6,210 

25 

10,662 

3,806 

CN 

1293 

Assa  Abloy 

3,494 

328 

4,234 

6,216 

SW 

1294 

Vulcan  Materials 

2,895 

389 

3,589 

8,081 

US 

1295 

Protective  Life 

2,066 

235 

29,000 

3,398 

US 

1295 

Ball 

5,751 

262 

4,343 

4,439 

us 

1295 

International  Power 

1,474 

180 

12,336 

7,373 

UK 

1298 

Colonial  BancGroup 

885 

229 

21,426 

3,873 

us 

1299 

Canara  Bank 

2,158 

312 

25,432 

2,644 

IN 

1300 

Synthes 

1,929 

351 

3,483 

12,549 

SZ 

1301 

Taisho  Pharmaceutical 

2,607 

331 

5,646 

6,573 

JA 

1301 

Orascom  Telecom 

2,060 

333 

4,033 

13,239 

EG 

1303 

Ipsco 

3,149 

608 

2,616 

4,622 

CA 

1304 

Yapi  ve  Kredi 

3,314 

-23 

18,891 

4,407 

TU 

1305 

BCV  Group 

1,262 

294 

28,329 

2,735 

SZ 

1306 

Quebecor 

8,778 

102 

11,711 

1,541 

CA 

1307 

Precision  Castparts 

3,403 

316 

3,582 

7,110 

us 

1308 

T  Rowe  Price 

1,516 

431 

2,311 

10,110 

us 

1309 

Imerys 

3,898 

284 

4,603 

5,410 

FR 

1309 

Sinopec-Yangzi  Petro 

3,789 

565 

1,987 

3,999 

CN 

1311 

NSK 

5,421 

209 

5,840 

4,177 

JA 

1311 

VimpelCom 

2,225 

363 

4,784 

8,948 

RU 

1313 

Chicago  Mercantile  Ex 

977 

307 

3,969 

14,653 

US 

1314 

Li  &  Fung 

6,071 

197 

1,454 

5,944 

HK 

1315 

Johnson  Matthey 

8,768 

167 

3,451 

5,506 

UK 

1316 

Essilor  International 

3,067 

308 

3,506 

8,863 

FR 

1317 

SanDisk 

2,306 

386 

3,163 

11,045 

US 

1318 

Dainippon  Ink  &  Chems 

9,357 

99 

9,085 

3,249 

JA 

1319 

UNY 

11,401 

104 

9,134 

2,896 

JA 

1319 

Jyske  Bank 

1,136 

268 

22,386 

3,317 

DE 

1321 

KLA-Tencor 

2,005 

382 

4,165 

10,421 

US 

1321 

Antofagasta 

1,992 

583 

3,151 

7,096 

UK 

1323 

Smurfit-Stone 

8,396 

-327 

9,114 

3,340 

US 

1324 

American  Natl  Ins 

2,854 

280 

17,613 

3,030 

US 

1325 

Health  Management 

3,710 

350 

4,156 

5,123 

US 

1326 

CenturyTel 

2,479 

334 

7,763 

4,713 

US 

1326 

Slough  Estates 

647 

324 

8,931 

4,515 

UK 

1326 

Stockland 

715 

309 

6,393 

6,660 

AU 

1329 

Northeast  Utilities 

7,397 

-247 

12,569 

3,002 

US 

1330 

Thai  Oil 

6,063 

456 

3,031 

3,152 

TH 

1331 

Hovnanian  Enterprises 

5,348 

472 

4,720 

2,843 

US 

1332 

Espirito  Santo  Finl 

3,402 

72 

68,539 

1,085 

LU 

1333 

NOK 

3,798 

349 

3,816 

5,106 

JA 

1333 

Metrovacesa 

1,131 

315 

4,961 

9,255 

SP 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

®  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

1335 

Apollo  Group 

2,345 

466 

1,233 

8,678 

US  1381 

UST  - 

1,852 

534 

1,367 

6,321 

US 

1336 

Bharti  Tele-Ventures 

1,857 

277 

3,288 

15,391 

IN  1382 

Suzuken 

12,418 

117 

7,067 

2,715 

JA 

1337 
1338 

Air  China 

3,725 

288 

7,974 

3,295 

CN  1383 

Noble 

1,382 

297 

4,361 

10,085 

CI 

Advanced  Info  Service 

2,480 

521 

3,116 

7,121 

TH  1384 

Liz  Claiborne 

4,846 

322 

3,152 

3,873 

US 

1339 

Expeditors  Intl 

3,902 

219 

1,566 

8,301 

US  1385 

Peninsular  8i  Oriental9 

4,602 

-480 

5,582 

6,744 

UK 

1340 

Niirnberger  Beteilig 

4,653 

21 

22,717 

968 

GE  1386 

Vallourec 

4,122 

184 

3,488 

8,297 

FR 

1341 

Tokyu  Land 

5,041 

71 

8,113 

4,703 

JA  1387 

Expedia 

2,119 

229 

7,757 

6,109 

US 

1342 

Impac  Mortgage 

1,252 

270 

27,720 

629 

US  1387 

Cencosud 

4,885 

198 

4,848 

4,751 

CH 

1343 

Advantest 

2,234 

355 

2,690 

10,697 

JA  1387 

PartyGaming 

628 

364 

263 

8,914 

UK 

1343 

Dongkuk  Steel  Mill 

4,683 

436 

5,367 

1,516 

KO  1390 

Hiroshima  Bank 

1,248 

144 

55,316 

3,806 

JA 

1345 

Daewoo  Engineering 

4,650 

240 

5,059 

4,438 

KO  1391 

Plum  Creek  Timber 

1,576 

354 

4,812 

6,836 

US 

1346 

Hormel  Foods 

5,414 

253 

2,822 

4,746 

US  1392 

Leggett  &  Piatt 

5,299 

251 

4,056 

4,320 

US 

1346 

Visteon 

16,976 

-270 

6,736 

596 

US  1392 

Grupo  Bimbo 

5,287 

267 

3,325 

4,172 

MX 

1348 

Balfour  Beatty 

6,716 

390 

4,342 

2,803 

UK  1394 

Brown-Forman 

2,020 

380 

2,653 

8,593 

US 

1349 

Avalonbay  Communities 

657 

340 

5,133 

7,573 

US  1395 

Precision  Drilling 

1,091 

1,402 

1,478 

3,917 

CA 

1349 

Natl  Semiconductor 

1,954 

408 

2,446 

9,466 

US  1396 

Shin  Kong  Financial 

2,638 

200 

29,224 

2,971 

TA 

1351 

KKPC-Korea  Kumho 

7,711 

144 

11,565 

786 

KO  1397 

Developers  Div  Realty 

727 

283 

6,840 

5,457 

US 

1352 

China  Cosco  Holdings 

3,888 

502 

5,341 

3,136 

CN  1398 

City  National 

927 

235 

14,582 

3,759 

US 

1353 

Cintas 

3,224 

312 

3,121 

6,903 

US  1399 

Santos 

1,807 

559 

4,500 

4,998 

AU 

1354 

IndyMac  Bancorp 

1,780 

300 

21,452 

2,492 

US  1400 

Credito  Emiliano 

1,714 

177 

26,327 

3,678 

IT 

1354 

American  Tower 

945 

-136 

8,768 

13,078 

US  1401 

Ryland  Group 

4,818 

447 

3,387 

3,254 

US 

1356 

LG  Corp 

491 

597 

4,108 

6,060 

KO  1401 

Hyundai  Merchant  Mar 

5,561 

419 

4,222 

1,598 

KO 

1357 

Philippine  Long  Dist 

2,250 

500 

4,504 

6,252 

PH  1403 

Amvescap 

2,059 

201 

7,427 

7,722 

UK 

1358 

DaVrta 

2,974 

229 

6,280 

5,952 

US  1404 

OOIL-Orient  Overseas 

4,150 

672 

3,823 

2,307 

HK 

1359 

Fuji  Electric 

7,876 

73 

8,205 

3,389 

JA  1404 

Kazakhmys 

1,315 

449 

2,552 

7,155 

UK 

1360 

Biomet 

1,965 

402 

2,122 

9,010 

US  1406 

Dana 

9,756 

-1,385 

7,877 

264 

US 

1361 

Sealed  Air 

4,085 

256 

4,862 

4,720 

US  1406 

Noble  Group 

8,643 

287 

1,951 

1,792 

HK 

1362 

Nagoya  Railroad 

7,378 

-55 

11,450 

2,916 

JA  1408 

Wendy's  International 

3,783 

224 

3,440 

6,672 

US 

1363 

Toyo  Seikan  Kaisha 

6,530 

119 

8,320 

3,619 

JA  1409 

Israel  Corp 

5,440 

319 

5,076 

2,427 

IS 

1364 

Banca  Carige 

1,585 

137 

25,011 

5,012 

IT  1409 

Western  Digital 

3,987 

285 

1,778 

4,837 

US 

1364 

Charter  Commun 

5,188 

-970 

16,524 

401 

US  1411 

Gunma  Bank 

1,242 

49 

54,152 

3,750 

JA 

1366 

Intuit 

2,183 

420 

2,694 

8,536 

US  1412 

Network  Appliance 

1,920 

271 

2,770 

12,339 

US 

1367 

Allegheny  Techs 

3,540 

363 

2,731 

4,932 

US  1413 

Toro  Assicurazioni 

3,869 

0 

13,232 

3,794 

IT 

1367 

Finansbank 

1,362 

235 

9,813 

5,204 

TU  1414 

SSAB-Svenskt  Stal 

3,494 

505 

2,732 

3,840 

SW 

1369 

Tomen 

14,716 

90 

6,697 

1,293 

JA  1415 

Whole  Foods  Market 

5,000 

149 

2,094 

8,875 

US 

1370 

Tema 

1,344 

320 

6,640 

5,264 

IT  1416 

Inbursa  Financiero 

1,756 

275 

8,105 

4,716 

MX 

1371 

Ciba  Specialty  Chems 

5,633 

-194 

7,847 

4,114 

SZ  1417 

Erdemir 

3,246 

585 

4,603 

3,303 

TU 

1372 

AmeriCredit 

1,635 

293 

11,736 

3,831 

US  1418 

Thai  Petrochemical 

3,975 

316 

3,774 

4,360 

TH 

1373 

Circuit  City  Stores 

11,165 

84 

4,717 

4,254 

US  1418 

Braskem 

4,768 

278 

6,284 

2,526 

BR 

1374 

Istar  Financial 

787 

335 

7,961 

4,309 

US  1420 

MDC  Holdings 

4,884 

506 

3,574 

2,732 

US 

1374 

Chugoku  Bank 

1,110 

167 

52,732 

3,378 

JA  1421 

Pinnacle  West 

2,988 

176 

12,068 

4,052 

US 

1376 

Ryanair  Holdings 

1,731 

346 

4,935 

7,028 

IR  1421 

Knight  Ridder 

3,004 

471 

4,570 

4,052 

US 

1377 

Polo  Ralph  Lauren 

3,677 

269 

3,017 

6,081 

US  1423 

Telephone  &  Data  Sys 

3,809 

108 

10,449 

4,312 

US 

1378 

Tosoh 

5,489 

276 

5,521 

3,179 

JA  1424 

Nishi-Nippon  City  Bk 

1,258 

136 

61,840 

3,586 

JA 

1379 

Wheelock  &  Co 

572 

534 

7,061 

3,653 

HK  1425 

Couche  Tard 

8,121 

159 

1,936 

4,811 

CA 

1380 

Schroders 

1,432 

329 

5,647 

5,962 

'  

UK  1426 

Harman  International 

3,138 

260 

2,281 

7,238 

US 

See  page  193  for  country  codes  and  footnotes 
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Thinking  New  Perspectives. 


CreditSuisse 


Since  1856,  we  have  focused  on  bringing  new  perspectives  to  our  clients.  Understanding 

the  past,  but  shaped  by  the  future.  Always  looking  at  opportunities  and  challenges  from 

a  diffe  snt  point  of  view.  Providing  you  with  the  information  you  need  to  give  you  a  competitive 

edge.  '"•    r  all,  our  future  is  based  on  making  the  most  of  yours. 
www.ck  :om 


Thinking  f  ctives. 


Some  think 
new  look. 

We  think 
new  global 
opportunities. 


Investment  Banking  ■  Private  Banking  ■  Asset  Managem 


Since  1856,  we  have  focused  on  bringing  new  perspectives  to 
our  clients.  Undeistanding  the  past,  but  shaped  by  the  future. 
Always  looking  at  opportunities  and  challenges  from  a  visionary 
point  of  view.  Considering  from  the  outset  our  clients'  goals. 
Because  our  sole  ambition  is  to  help  maximize  their  potential. 
www.credit-suisse.com 


Thinking  New  Perspectives. 


Credit  Suisse 


LEADING  COMPANIES  IN  THE  WORLD 


Rank 

Tomnnnu 

\_UE  1 1  fJCIl  IV 

Sales 

Profits 
\  jmii; 

Assets 

Market 
value 

Kmih 

©  Rank 

company 

Sales 

Kmih 

Profits 

Kmih 

pmis) 

Assets 

Market 
value 

Kmih 

1427 

r__.|L  _ -J 

Engelhard 

4,597 

238 

3,879 

4,765 

US 

1478 

Research  In  Motion 

1,399 

214 

2,614 

13,506 



CA 

1428 

Triad  Hospitals 

4,699 

221 

5,603 

3,708 

US 

1479 

TECO  Energy 

3,010 

274 

7,170 

3,545 

US 

1428 

Jtekt 

5,320 

153 

4,651 

5,936 

JA 

1479 

Robert  Half  Intl 

3,338 

238 

1,319 

6,082 

US 

Landsbanki  Islands 

886 

207 

1 1,869 

4,514 

IC 

1479 

JSR 

2,849 

257 

3,017 

7,572 

JA 

1431 

Emporiki  Bank  Greece 

1,567 

-91 

24,743 

4,480 

GR 

1482 

Fremont  General 

1,268 

364 

1 1,001 

1,847 

US 

1432 

Astoria  Financial 

1,185 

234 

22,380 

3,066 

US 

1483 

Hermes  Internationa 

I  1,807 

285 

2,358 

9,067 

FR 

1433 

Ryder  System 

5,741 

229 

6,033 

2,743 

US 

1484 

Daelim  Industrial 

5,089 

391 

4,062 

2,337 

KO 

1434 

Duke  Realty 

1,127 

365 

5,649 

4,938 

US 

1485 

Orient 

2,900 

9 

38,004 

2,979 

JA 

1  A  3C 

Far  Eastern  Textile 

O  O  T  1 

6,ol  I 

291 

7,088 

3,041 

TA 

1485 

Inchcape 

7,913 

210 

2,737 

3,375 

UK 

1436 

Questar 

2,725 

326 

4,362 

6,221 

US 

1487 

Resolution 

1,883 

85 

21,951 

4,217 

UK 

1436 

laDLorp  Holdings 

2,862 

281 

4,853 

5,923 

AU 

1487 

Origin  Energy 

3,699 

202 

6,032 

4,060 

AU 

1438 

CSL 

2,093 

416 

2,874 

7,1 10 

AU 

1489 

Jacobs  Engineering 

6,035 

162 

2,499 

4,996 

US 

1439 

Owens-Illinois 

7,190 

-559 

9,522 

2,856 

US 

1490 

Aker 

8,519 

-93 

6,345 

3,192 

NO 

1440 

Shinko  Securities 

1,055 

72 

32,51 3 

4,039 

JA 

1491 

Aareal  Bank 

2,685 

-168 

52,412 

1,726 

GE 

1440 

Xilinx 

1,645 

31 1 

3,1 12 

9,405 

US 

1492 

Basler  Kantonalbanl 

;  817 

217 

20,864 

483 

SZ 

1440 

Larsen  &  Toubro 

3,292 

240 

2,989 

7,019 

IN 

1493 

MEMC  Electronic  M 

ats  1,125 

338 

1,187 

7,003 

US 

1443 

Independence  Commun 

962 

213 

19,083 

3,355 

US 

1494 

Nvidia 

2,376 

303 

1,915 

8,068 

US 

1444 

Nisshin  Steel 

4,998 

225 

6,347 

3,177 

JA 

1495 

Commercial  Metal; 

6,709 

282 

2,296 

2,645 

us 

1445 

BanColombia 

990 

220 

7,423 

5,945 

CO 

1496 

Doosan 

6,586 

-14 

8,350 

856 

KO 

1446 

Mitsubishi  Gas  Chem 

3,626 

218 

4,590 

5,512 

JA 

1497 

Advance  Auto  Parts 

4,265 

235 

2,542 

4,508 

US 

1447 

LG  Card 

3,220 

-79 

7,938 

6,301 

KO 

1498 

Scor 

3,769 

94 

17,018 

2,333 

FR 

1448 

lyo  Bank 

948 

168 

41,707 

3,204 

JA 

1498 

Hyundai  Eng  &  Con; 

t  4,689 

169 

4,391 

5,315 

KO 

1449 

Kerry  Group 

5,602 

198 

4,534 

4,140 

IR 

1498 

Newfield  Exploratio 

1  1,762 

348 

5,081 

4,898 

US 

1450 

Casio  Computer 

5,216 

201 

4,532 

4,339 

JA 

1501 

JFE  Shoji  Holdings 

14,21 1 

144 

5,187 

1,228 

JA 

1451 

Lite-On  Technology 

6,750 

238 

4,128 

3,477 

TA 

1502 

Solectron 

10,207 

—31 

5,157 

3,302 

US 

1452 

PartnerRe 

4,205 

-51 

13,744 

3,312 

BU 

1503 

SAS  Group 

7,778 

22 

7,291 

2,171 

SW 

1453 

TCF  Financial 

1,210 

265 

13,365 

3,392 

US 

1504 

Verisign 

1,609 

406 

3,173 

5,832 

us 

1453 

Hang  Lung  Group 

962 

602 

7,545 

2,944 

HK 

1505 

CR  Bard 

1,771 

337 

2,266 

6,812 

us 

1455 

Unitrin 

3,048 

256 

9,198 

3,313 

US 

1506 

i  in  /~  .  i  i  ■   

UFJ  Central  Leasing 

4,731 

62 

12,135 

1,1 14 

JA 

1456 

Smith  &  Nephew 

2,418 

321 

2,882 

8,369 

UK 

1507 

Lend  Lease 

6,497 

160 

4,770 

3,953 

AU 

1457 

Clariant 

7,482 

132 

6,602 

3,471 

SZ 

1508 

Naspers 

2,233 

416 

2,353 

5,658 

SA 

1458 

Chunghwa  Picture  Tube 

3,684 

325 

6,444 

2,156 

TA 

1509 

Converium  Holding 

4,409 

-828 

13,493 

1,612 

SZ 

1459 

Bank  of  Greece 

812 

181 

40,226 

2,160 

GR 

1509 

ERG 

9,031 

174 

4,009 

3,538 

IT 

1460 

Kesko  Group 

9,837 

214 

4,242 

3,033 

Fl 

1509 

Garmin 

1,028 

31 1 

1,364 

7,455 

CI 

1461 

Sanmina-SCI 

1 1,344 

-1,010 

6,318 

2,123 

US 

1512 

Kaneka 

4,087 

231 

3,699 

4,568 

JA 

1462 

Autodesk 

1,463 

312 

1,361 

8,644 

US 

1512 

Hellenic  Petroleum 

7,272 

124 

4,568 

4,262 

GR 

1463 

Jones  Apparel  Group 

5,074 

274 

4,578 

3,352 

US 

1514 

AmerUs  Group 

1,615 

191 

24,839 

2,665 

US 

1463 

Family  Dollar  Stores 

5,956 

214 

2,469 

3,993 

US 

1515 

Credicorp 

1,906 

328 

1 1,030 

2,387 

BU 

1465 

CMPC 

1,940 

303 

5,601 

5,451 

CH 

1516 

Alfresa  Holdings 

11,152 

30 

5,605 

2,178 

JA 

1466 

Abercrombie  &  Fitch 

2,785 

334 

1,782 

5,898 

US 

1517 

MDU  Resources 

3,455 

275 

4,424 

4,227 

US 

1467 

Foot  Locker 

5,624 

257 

3,355 

3,606 

us 

1518 

Punch  Taverns 

1,388 

264 

8,878 

3,793 

UK 

1468 

NTL 

2,825 

20 

7,763 

7,753 

us 

1519 

Redwood  Trust 

934 

212 

19,506 

1,027 

US 

1469 

Banca  CR  Firenze 

2,087 

139 

28,925 

3,968 

IT 

1520 

AMB  Property 

676 

258 

6,803 

4,518 

US 

1470 

Gambro 

1,846 

1,192 

3,693 

3,599 

SW 

1520 

Standard  Pacific 

4,01 1 

441 

4,281 

2,236 

US 

1471 

Allegheny  Energy 

3,038 

69 

8,559 

5,822 

US 

1522 

Tech  Data 

20,614 

56 

4,384 

2,348 

US 

1472 

China  Yangtze  Pwr 

735 

367 

4,003 

6,904 

CN 

1523 

Japan  Securities  Fin 

337 

51 

86,1 1 1 

1,129 

JA 

1473 

Maxis  Communications 

1,682 

442 

2,622 

5,865 

MA 

1524 

Bharat  Heavy  Electr 

c  2,181 

218 

3,655 

1 1,177 

IN 

1474 

Rhodia 

7,166 

-848 

7,301 

3,212 

FR 

1524 

Metropolitan  Holdin 

gs  3,023 

296 

7,788 

1,316 

SA 

1474 

Sankyo 

2,182 

428 

3,906 

5,995 

JA 

1526 

Sime  Darby 

4,908 

211 

4,177 

4,049 

MA 

1476 

Commerce  Bancshs 

1,039 

223 

13,886 

3,546 

US 

1527 

OfficeMax 

9, 1 58 

-74 

6,182 

2,075 

US 

1476 

Umicore 

7,762 

168 

3,307 

4,154 

BE 

1527 

Samsung  Heavy  Ind 

»  4,501 

50 

7,164 

4,018 

KO 

See  page  193  for  country  codes  and  footnotes. 
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ndfiK 

company 

Sales 

Profits 

V  .311111/ 

Assets 
(Smil) 

Market 
value 
(Smil) 

1529 

Outokumpu 

6, 563 

-430 

6, 509 

7  7Q7 

r  1 

rl 

1530 

Taiwan  Mobile 

1,735 

524 

3,924 

A  C77 

TA 

IA 

1530 

HDFC  Bank 

857 

1 52 

1 1,755 

C  1*70 

5,  i  /y 

1  M 

IN 

1532 

Owens  Corning 

6,094 

-4,364 

8, 142 

1UU 

1  IC 

1532 

Adelphia  Commun 

4,319 

-65 

12,862 

1 -> 

1  IC 

U  7 

1534 

Doral  Financial 

739 

215 

1 7,836 

1    7  f\A 

1  IC 

lib 

1535 

First  BanCorp 

902 

209 

18,822 

I.UzU 

1  IC 

Ui 

1536 

Brisa 

759 

249 

5,920 

5,242 

PO 

1537 

06E  Energy 

6,981 

170 

5,722 

7  cr\A 

1  IC 

Ub 

1538 

Banco  Pastor 

1,054 

147 

23,077 

5,  bob 

C  D 

br 

1538 

Jean  Coutu  Group 

9,593 

104 

5,695 

7,1)54 

r  a 
v_A 

1540 

Compal  Electronics 

7,229 

207 

4,040 

3,282 

TA 

1540 

Pogo  Producing 

1,226 

751 

5,390 

2,989 

US 

1542 

Republic  Services 

2,864 

254 

4,551 

5,388 

US 

1543 

Lanxess 

9,190 

-16 

5,977 

2,931 

GE 

1544 

Downey  Financial 

1,033 

217 

1 7,094 

1,770 

US 

1545 

Financiere  de  I'Odet 

7,609 

43 

6,698 

1  COQ 

I, boo 

CD 

rK 

1546 

Taiwan  Cooperative  Bk 

1,457 

25 

63,813 

1,614 

TA 

1547 

Dongfeng  Motor 

3,955 

314 

4,032 

3,582 

CN 

1 548 

SGS 

2,512 

282 

1,977 

6,935 

sz 

1 549 

Michaels  Stores 

3,591 

268 

1 ,960 

A  7  7  7 
4,7Z  / 

1  IC 

Ub 

1550 

Federal-Mogul 

6,286 

-334 

7,735 

30 

US 

1550 

PCCW 

2,947 

211 

5,782 

4,634 

HK 

1550 

Axis  Capital  Holdings 

2,788 

94 

1 1,926 

4,383 

BU 

1553 

Cameco 

1,129 

187 

4,104 

12,979 

CA 

1554 

Industrial  Alliance 

3,465 

1 14 

16,614 

2,284 

CA 

1554 

Falabella 

2,893 

226 

3,636 

6,974 

CH 

1556 

Euler  Hermes 

1,806 

280 

5,368 

5,043 

FR 

1557 

Oriental  Land 

3,089 

161 

6,152 

5,617 

JA 

1558 

Mitsukoshi 

8,496 

-39 

6,093 

2,821 

JA 

1559 

EW  Scripps 

2,514 

249 

4,057 

7,871 

US 

1 560 

New  York  Times 

3,373 

266 

4,533 

4,098 

US 

1561 

Bunzl 

5,025 

212 

2,698 

3,860 

UK 

1562 

Islandsbanki 

900 

186 

10,966 

4,106 

IC 

1563 

Ensco  International 

1,047 

294 

3,618 

6,824 

US 

1564 

Altera 

1,124 

279 

1,823 

7,403 

US 

1  CCA 

Evergreen  Marine 

4,105 

380 

4,267 

1,760 

TA 

Nelnet 

949 

181 

22,799 

2,227 

US 

1567 

Puma 

2,101 

338 

1,504 

5,748 

GE 

1568 

PMI  Group 

1,118 

409 

5,254 

3,878 

US 

1  ceo 
1 bob* 

77  Bank 

1,036 

84 

52,263 

2,887 

JA 

1 569 

Amdocs 

2,156 

295 

3,303 

6,669 

UK 

1  ceo 

i  aba 

Suruga  Bank 

835 

100 

27,292 

3,404 

JA 

1572 

ArvinMeritor 

8,899 

28 

5,729 

1,180 

US 

ID/3 

M-real 

6,195 

-96 

7,440 

1,714 

Fl 

1574 

Novelis 

8,355  . 

59 

5,954 

1,351 

CA 

1575 

Barr  Pharmaceuticals 

1,181 

282 

1,687 

7,079 

US 

1575 

Far  EasTone  Telecom 

2,061 

442 

3,398 

4,714 

TA 

1 577 

Kesa  Electricals 

7,456 

219 

3,771 

2,467 

UK 

1577 

SinoPac  Financial 

983 

145 

18,710 

3,842 

TA 

1579 

KGHM  Polska  Miedz 

2,374 

462 

2,974 

4,540 

PL 

1580 

Ono  Pharmaceutical 

1,356 

367 

4,075 

5,272 

JA 

[  ]  
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Rank 

Company 

Sales 
(Smil) 

Profits  I  Assets 
(Smil)  I  (Smil) 

Market 
value 
(Smil) 

1  RR1 

I  JO  I 

r/MAjn  Un  Hinnc 

Liuwii  nuiuinyb 

6  908 

-315 

6,545 

1 15 

1  QR7 

8  940 

42 

5,643 

?  3f1Q 

i,JUj 

1  IK 

1  £Q3 

Fraport 

2  711 

185 

4,935 

D,  3 1  D 

r;F 

1  Rft/l 
I  DO** 

Darm  a  I  at 
rdl  1 1  Idld  I 

5  172 

-251 

5,001 

d  37Q 

|J 

1  RRA 

Oci  uiny 

1  440 

329 

4,879 

H,JJO 

MA 

IVIM 

1  QRA 

UfUUU  t  jcLUIILUi 

ft  f)Q? 

-195 

4,908 

1  ^R7 

I  JO  / 

Pi  IL'  i  nntnn 

niMi  lyiui  i 

4  526 

189 

4,879 

3  745 

UK 

I  joo 

DUN  nildMUal 

1117 

202 

16,253 

US 

I  JO? 

UjO 

5  139 

-1,425 

6,142 

J,DOJ 

115 

VJ  7 

1  RQO 

flrira 
Ul  ILd 

3  91 1 

180 

3,251 

5  331 

AU 

r  IUI  ItfCI 

6  845 

-82 

6,529 

2  760 

JA 

1 

r\Uydl  IMUIIIILU 

2  350 

234 

3,752 

0,tj7 

mf 

IMC 

1 593 

Minnnn  Moat  Parkpr^ 
miljljijm  ivicdl  rai_r\cij 

8  721 

110 

5,518 

2  276 

JA 

H<_cMI  IUa 

4  981 

183 

4,281 

SP 

Pmntlino 
n  ui  i  li  ■  •  ic 

1  739 

971 

4,391 

2  882 

BU 

1  ^QR 

1  J7D 

Yamam  irhi  Rank 
idlllayULIII  DdllK 

801 

106 

41,812 

t.ODJ 

JA 

1  ^Q7 

Dcdtci  nuiiicb  ujh 

S  IRQ 

J,  1  0-? 

283 

3,853 

7  fii  n 

US 

1  J70 

7  748 

132 

5,964 

1  948 

US 

1  ^QQ 

lA/Dv  Rqcai  irroc 
Wrj  lAcbUUltcb 

6  963 

162 

5,454 

1  QR7 

US 

1  Ann 

I  OUU 

v_l rai ILJ  nWd  V-Ulll  DdllK 

1  071 

39 

41,301 

7  777 

TA 

1  ftm 

R^nl/  r\f  Rari-^Ha 
DdllK  Ul  DalUUo 

1  839 

172 

22,284 

1  475 

IN 

I  DU  I 

Mitrhol'c  ft,  Ri  ttlorc 
IVIIlLiltrlib  Cx  DULItrlb 

L^3J  1 

235 

6,774 

J,H  JO 

UK 

1  DU  3 

IMUVdlcrv 

888 

205 

2,973 

9  868 

RU 

1  find 

ndKunuuu  ui  nuiuuiyb 

in  ift^ 

1  U,  IDJ 

97 

4,588 

J,  1  DO 

JA 

1  ft  OS 

1  DUJ 

Er3fT16t 

3  421 

464 

3,720 

3  073 

FR 

1  ft  OA 

1  DUD 

Hdrns 

j,  i  j  j 

197 

2,886 

6  076 

US 

I  DU/ 

Rracil  "Tatar  r\m 
DldMI  ItrlcLUIIl 

Jj't  I  J 

95 

6,882 

BR 

I  DUO 

PhoGnix  Cos 

1  ftflQ 

108 

27,716 

1  IF,^ 

115 

i  ftno 

VcUIUI 

R  DQR 

182 

3,034 

J,  173 

NE 

1  ft  HQ 

1  DU  j 

INdl  HU  Ddl  lr\ 

919 

71 

39,143 

1  638 

JA 

1  fi1  1 
1  D  1  I 

l_Jdlb!H  DdllN 

748 

102 

38,726 

1  863 

JA 

1ft1  1 
1  O  1  1 

MiiiciiLdii  nuiiic  ivuyc 

/  Zj 

189 

17,755 

1  155 
i,  i  jj 

US 

1fi1  3 
1 D  1  j 

Chiron 

1  ,!?Z  1 

187 

4,726 

8  588 

US 

1  ft  1  1 
1  D  1  3 

^niria  RartU 
Jlliyd  DdMK 

7ftft 

107 

37,329 

1  880 

JA 

1615 

li  irnli  i  Rani/1 

938 

109 

37,063 

2  608 

JA 

It)  It) 

Tiffan\/  St,  Cr\ 
\  ITiaiiy  a  K-0 

1 

331 

2,500 

5  777 

1 15 

1  ft  1  ft 

1  D  1  D 

1  lltm  Patrrtlar  irrt 
UlLId  rtrLIUIcUNI 

j  i  j 

230 

722 

8  044 

us 

1  ft1  ft 
1  D  1  O 

rcl  IUI 1 1  lal  ILc  rUUU 

5  721 

245 

1,310 

1  104 

us 

1  ft1  Q 

1  D  1  7 

\A/ahc  tor  fin  ^nri  a  I 
VVcUMcI  rllldllCldl 

186 

17,824 

2  537 

us 

1  c?n 

Sumisho  LeasG 

141 

11,291 

7  1 1  R 
Z,  1  I  o 

IA 

1 A71 

Rf~l -Ranrn  C rarWfn 
D\-\  DdllLU  V_IfcfUllU 

1  14ft 

I ,  I  HO 

205 

15,203 

CH 

1A71 
I  OZ  I 

Hospirs 

?  ft97 
Z,DZ  / 

236 

2,789 

fi  3R7 

US 

1fi73 

A rarri  i"7  i^qI 1 1  nco 
MldLIUZ  ^ClUlUbtr 

1  ^zm 

341 

3,764 

5  077 

BR 

1674 

l\t:IU 

zl  Hzl1 

175 

5,252 

3  R51 

J,OJ  1 

JA 

1fi74 

AtmAc  fno rn\  i 

Hiniub  cnciyy 

147 

6,619 

7  135 

Z,  1  7  J 

US 

Hy3kuQ0  Bsnk 

68 

34,592 

1  75d 

IA 

1  OZ  / 

jidmey  vvoiks 

J,ZOJ 

270 

3,545 

d  1fi3 

115 

U  7 

1  ft7R 
1  DZO 

Yamaha 

/i  qrc; 

H,  JOJ 

184 

4,554 

3  5fiR 
D,  JDO 

IA 

1  ft?Q 

■4,  1 

203 

6,348 

7  777 

IT 
1  1 

1630 

Pilgrim's  Pride 

5,642 

242 

2,563 

1,535 

US 

1631 

StanCorp  Financial 

2,337 

211 

12,451 

3,170 

US 

1631 

Teekay  Shipping 

1,955 

571 

5,294 

2,934 

BA 

See  page  193  for  country  codes  and  footnotes 


Often,  the  best  investment  advice  is  about  what  not  to  buy. 


COPT 

FURNITURE  RENTAL 


I'ou  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate, 
buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
lich  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway, 
er  all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
tall  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation.      a  Berkshire  hathaway  company 


888.667.CORT    |  CORTl.COM 


LEADING  COMPAN 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

— 

1633 

Powerchip  Semiconduct 

1,807 

671 

3,853 

3,418 

TA 

1634 

Check  Point  Software 

579 

320 

2,094 

5,277 

IS 

1635 

San-ln  Godo  Bank 

911 

97 

33,133 

1,734 

JA 

1636 

Ross  Stores 

4,744 

180 

2,015 

4,093 

US 

1637 

RadioShack 

5,082 

268 

2,189 

2,632 

US 

1638 

Israel  Discount  Bank 

2,116 

129 

32,976 

1,857 

IS 

1638 

SembCorp  Industries 

3,642 

242 

4,901 

3,352 

SI 

1640 

Ogaki  Kyoritsu  Bank 

643 

71 

32,618 

1,597 

JA 

1641 

Link  Real  Estate  Inv 

474 

329 

4,314 

4,683 

HK 

1642 

Timken 

5,168 

260 

3,993 

2,625 

US 

1643 

Taiwan  Business  Bank 

902 

-245 

32,368 

1,047 

TA 

1644 

DST  Systems 

2,515 

425 

2,928 

4,060 

US 

1644 

Hyakujushi  Bank 

623 

61 

32,320 

2,022 

JA 

1646 

Higo  Bank 

609 

81 

32,227 

1,971 

JA 

1647 

Benq 

5,497 

240 

3,096 

2,434 

TA 

1648 

Tsim  Sha  Tsui  Props 

541 

353 

6,735 

3,088 

HK 

1649 

Pakistan  Telecom 

1,411 

458 

2,540 

4,056 

PK 

1650 

Boral 

3,270 

237 

3,805 

3,831 

AU 

1651 

Isetan 

5,869 

118 

4,271 

4,108 

JA 

1652 

Nissay  Dowa  Genl  Ins 

3,720 

47 

11,305 

2,861 

JA 

1653 

AvtoVaz 

5,792 

153 

5,984 

1,995 

RU 

1654 

China  Merchants  (Int) 

310 

265 

2,499 

6,188 

HK 

1655 

NStar 

3,243 

198 

7,646 

3,136 

US 

1656 

US  Airways  Group 

5,077 

-335 

7,628 

2,259 

US 

1657 

Petrol  Ofisi 

7,669 

184 

3,187 

2,207 

TU 

1657 

Aval  Grupo 

811 

96 

11,276 

4,540 

CO 

1659 

Williams-Sonoma 

3,408 

208 

1,790 

4,666 

US 

1660 

Microchip  Technology 

889 

223 

2,006 

7,452 

US 

1661 

Kagoshima  Bank 

680 

88 

29,020 

1,681 

JA 

1661 

Banca  Pop  Sondrio 

821 

106 

17,116 

3,569 

IT 

1663 

Sumitomo  Rubber 

4,344 

217 

4,755 

3,204 

JA 

1664 

Sky  Financial  Group 

1,042 

183 

15,683 

2,856 

US 

1665 

Musashino  Bank 

581 

81 

28,256 

1,985 

JA 

1666 

Thermo  Electron 

2,633 

223 

4,252 

5,614 

US 

1666 

Terumo 

2,146 

253 

2,837 

6,240 

JA 

1668 

Sage  Group 

1,370 

253 

2,615 

6,240 

UK 

1669 

Givaudan 

2,351 

307 

3,691 

5,097 

sz 

1669 

Alberto-Culver 

3,582 

214 

2,340 

4,207 

us 

1671 

CI  Financial 

862 

227 

2,123 

7,042 

CA 

1672 

Dah  Sing  Fnancial 

393 

262 

9,560 

1,740 

HK 

1672 

Hokkoku  Bank 

630 

46 

27,545 

1,608 

JA 

1674 

W  Holding 

775 

180 

15,712 

1,319 

US 

1675 

Wuhan  Iron  &  Steel 

2,905 

387 

3,673 

3,522 

CN 

1676 

Bank  of  Nagoya 

661 

84 

26,615 

1,488 

JA 

1677 

Bilfinger  &  Berger 

8,346 

78 

4,896 

2,124 

GE 

1678 

Daimaru 

7,758 

139 

3,267 

3,586 

JA 

1679 

GEA  Group 

5,507 

84 

6,292 

3,084 

GE 

1680 

Keiyo  Bank 

606 

108 

26,299 

1,989 

JA 

1681 

Jaccs 

1,352 

73 

26,218 

1,466 

JA 

1682 

Alliant  Ene  o. 

3,280 

-8 

7,776 

3,868 

US 

1683 

Toho  Bank 

591 

48 

26,204 

1,154 

JA 

1684 

Maanshan  Iron  &  Steel 

3,234 

434 

3,764 

2,601 

CN 

i 
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nanK 

company 

Sales 
limn) 

Profits 

Assets 

Kmlh 

(imiij 

Market 
value 

$1 

1685 

Datang  Intl  Power 

1,641 

277 

5,967 

3,726 

— 

CN 

1686 

Citizens  Commun 

2,162 

202 

6,412 

4,467 

US 

1687 

Kiyo  Holdings 

600 

54 

25,778 

1,562 

JA 

1688 

People's  Bank 

680 

137 

10,933 

4,381 

US 

1689 

Varian  Medical  System 

1,418 

207 

1,338 

7,632 

US 

1690 

CBD-Brasil  Distrib 

4,731 

139 

3,778 

4,790 

BR 

1691 

LG  International 

1 1,412 

77 

2,627 

1,611 

KO 

1692 

Oki  Electric  Industry 

6,424 

104 

5,531 

1,980 

JA 

1693 

Fuji  Fire  &  Marine 

3,677 

66 

10,250 

1,802 

JA 

1694 

Mitsui  Mining  &  Smelt 

4,088 

194 

3,746 

3,931 

JA 

1695 

Momiji  Holdings 

750 

16 

24,379 

1,135 

JA 

1696 

CB  Richard  Ellis 

2,91 1 

217 

2,816 

4,979 

US 

1697 

Nissan  Diesel  Motor 

4,303 

280 

3,968 

1,701 

JA 

1698 

Bull 

1,545 

752 

1,682 

1,153 

FR 

1699 

Shenzhen  Devel  Bank 

1,144 

39 

23,790 

1,655 

CN 

1700 

Danisco 

3,082 

206 

5,640 

3,588 

DE 

1700 

Kanematsu 

8,275 

23 

4,673 

815 

JA 

1702 

Oita  Bank 

564 

97 

23,663 

1,108 

JA 

1703 

JGC 

4,060 

108 

3,352 

5,481 

JA 

1703 

Yamanashi  Chuo  Bank 

481 

57 

23,610 

1,419 

JA 

1705 

Bank  of  Ikeda 

590 

43 

23,529 

1,161 

JA 

1706 

Empire 

9,885 

148 

3,922 

2,397 

CA 

1706 

Ube  Industries 

5,250 

86 

6,484 

2,801 

JA 

1708 

Kyushu-Shinwa  Holdings 

635 

-196 

23,348 

769 

JA 

1709 

Aichi  Bank 

493 

66 

23,272 

1,222 

JA 

1709 

Union  Bank  of  India 

1,313 

165 

16,575 

1,267 

IN 

1711 

H  Lundbeck 

1,775 

314 

2,063 

4,553 

DE 

1711 

Nippon  Electric  Glass 

2,894 

112 

4,529 

7,807 

JA 

1713 

Tokyo  Leasing 

3,722 

27 

9,562 

969 

JA 

1714 

BorgWarner 

4,294 

240 

4,089 

3,186 

US 

1715 

Alitalia  Group 

5,524 

-1,103 

6,073 

2,100 

IT 

1715 

Banco  de  Valencia 

572 

113 

14,462 

3,580 

SP 

1717 

Shikoku  Bank 

478 

70 

22,825 

1,081 

JA 

1717 

Alexandria  Natl  Iron 

1,363 

410 

1,644 

3,914 

EG 

1719 

Awa  Bank 

648 

65 

22,558 

1,493 

JA 

1720 

Chico's  FAS 

1,314 

182 

956 

8,515 

US 

1721 

Dassault  Systemes 

1,115 

221 

1,671 

6,354 

FR 

1721 

ALK-Abello 

725 

709 

1,118 

1,211 

DE 

1721 

Shanghai  Electric 

2,937 

131 

5,627 

5,428 

CN 

1724 

United  Auto  Group 

10,190 

1 19 

3,594 

2,015 

US 

1724 

Lam  Research 

1,382 

253 

1,582 

5,465 

US 

1726 

City  Developments 

1,458 

124 

7,826 

5,212 

SI 

1727 

Agrium 

3,420 

294 

2,763 

3,258 

CA 

1727 

Yanzhou  Coal  Mining 

1,277 

381 

2,215 

4,025 

CN 

1729 

Tokyo  Tomin  Bank 

529 

76 

22,191 

1,797 

JA 

1730 

IMS  Health 

1,755 

284 

1,973 

4,802 

US 

1730 

Bank  of  Iwate 

406 

81 

22,077 

1,250 

JA 

1732 

Van  Lanschot 

1,194 

139 

21,979 

2,913 

NE 

1733 

Keihin  Elec  Express 

2,954 

102 

6,975 

4,272 

JA 

1733 

Patterson-UTI  Energy 

1,498 

286 

1,716 

4,757 

US 

1733 

Daewoo  Intl 

5,401 

162 

2,012 

3,639 

KO 

1736 

Bank  of  India 

1,643 

72 

21,761 

1,468 

IN 

See  page  1 93  for  country  codes  and  footnotes 


Imagine  a  powerful  new  business 
performance  management 
application  that  provides  multi- 
level views  of  outsourced 
document  processes.  Imagine  a 
Six  Sigma®  based  reporting  and 
benchmarking  tool  that  enables 
you  to  systematically  measure, 
monitor,  manage  and  greatly 
improve  performance.  Imagine 
information  that  previously  took 
hours  to  extract,  appearing  on 
your  desktop  in  seconds,  and 
easily  shared  with  others. 
Imagine  ample  time  to  analyze, 
gain  insights  and  make  fact- 
based  decisions  to  improve 
efficiency  and  effectiveness. 
This  describes  the  information 
code-breaker  we  call  Oce  MAX™. 
Oce  Business  Services  is  first  to 
introduce  an  advance  of  this 
magnitude.  Keep  an  eye  on  Oce. 
To  learn  more,  visit 
www.ocesolutions.com  or  call 
1-888-390-1513  ext.  301. 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


(6  Oce.  All  rights  reserved. Oce  MAX  is  a  trademark  of  Oce-Technologies,  B.V.  Six  Sigma  is  a  registered  trademark  of  Motorola. 


LEADING  COMPAN 


Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

w 

1737 

Rashid  Hussain 

983 

-A 

21,735 

136 

MA 

1738 

Celgene 

537 

64 

1,247 

12,881 

US 

1738 

Singapore  Petroleum 

4,525 

243 

1,779 

1,585 

SI 

1740 

Royal  BAM  Group 

8,605 

76 

4,381 

2,356 

NE 

1741 

Jefferies  Group 

1,498 

157 

13,602 

3,313 

US 

1742 

Akita  Bank 

432 

36 

21,436 

1,038 

JA 

1743 

Daily  Mail  &  General 

3,770 

174 

3,855 

4,274 

UK 

1743 

Ipiranga 

9,734 

73 

1,462 

348 

BR 

1745 

Frontier  Oil 

4,001 

275 

1,144 

2,590 

US 

1746 

Eighteenth  Bank 

565 

-131 

21,075 

1,109 

JA 

1747 

CSK 

2,986 

311 

4,156 

3,386 

JA 

1747 

Yell  Group 

2,430 

178 

4,486 

6,860 

UK 

1749 

Euronext 

1,203 

203 

3,139 

6,874 

NE 

1750 

Burns,  Philp  &  Co 

1,957 

656 

2,472 

1,586 

AU 

1751 

Singapore  Tech 

2,007 

238 

2,689 

5,488 

SI 

1752 

Sumikin  Bussan 

9,608 

36 

3,576 

629 

JA 

1753 

Apartment  Investment 

1,522 

71 

10,017 

4,226 

US 

1754 

Tochigi  Bank 

439 

23 

20,358 

985 

JA 

1755 

Aomori  Bank 

388 

24 

20,306 

707 

JA 

1756 

Global  Yatirim 

9,578 

-6 

115 

180 

TU 

1757 

UGI 

5,104 

167 

5,058 

2,585 

US 

1758 

Buhrmann 

6,962 

3 

4,777 

3,003 

NE 

1759 

Indl  Dev  Bank  India 

1,528 

146 

18,999 

1,362 

IN 

1760 

Fukui  Bank 

441 

23 

19,682 

902 

JA 

1760 

Nippon  Steel  Trading 

9,409 

39 

3,172 

512 

JA 

1762 

Dynegy 

3,097 

-366 

11,660 

2,163 

US 

1763 

AK  Steel  Holding 

5,647 

-1 

5,488 

1,219 

US 

1763 

Orascom  Construction 

1,409 

176 

2,100 

8,108 

EG 

1765 

Kone 

3,832 

130 

2,535 

5,257 

Fl 

1766 

Attijariwafa  Bank 

928 

24 

13,106 

3,547 

MO 

1767 

Penn  West  Petroleum 

1,021 

227 

3,223 

5,612 

CA 

1767 

Western  Gas  Resources 

3,959 

204 

2,333 

3,552 

US 

1769 

Chiba  Kogyo  Bank 

434 

43 

19,290 

948 

JA 

1770 

Nil  Holdings 

1,746 

181 

2,582 

7,746 

US 

1771 

Mizrahi  Tefahot  Bank 

1,332 

89 

19,215 

1,227 

IS 

1771 

AWG 

3,195 

96 

10,988 

2,742 

UK 

1773 

Abitibi  Consolidated 

4,593 

-301 

6,561 

1,531 

CA 

1773 

China  Shipping  Cont 

2,702 

486 

3,027 

2,118 

CN 

1775 

Singapore  Press 

599 

294 

1,563 

4,358 

SI 

1776 

Alps  Electric 

6,005 

152 

4,766 

2,853 

JA 

1777 

Henry  Schein 

4,636 

151 

2,583 

4,065 

US 

1777 

NOVA  Chemicals 

5,831 

-136 

5,217 

2,680 

CA 

1779 

Investment  Kinnevik 

580 

515 

4,180 

3,150 

SW 

1780 

Axel  Springer 

2,827 

273 

3,195 

3,876 

GE 

1781 

Daegu  Bank 

1,173 

119 

18,468 

2,068 

KO 

1782 

Louisiana-Pacific 

2,599 

457 

3,599 

3,153 

US 

1782 

Friedman  Billings 

995 

-171 

18,436 

1,718 

US 

1784 

Universal  Health 

3,858 

266 

2,743 

2,742 

US 

1784 

Hyosung 

5,504 

58 

5,458 

536 

KO 

1786 

Hokuetsu  Bank 

427 

33 

18,354 

723 

JA 

1787 

Hanwa 

8,714 

128 

3,513 

937 

JA 

1788 

Indah  Kiat  Pulp 

1,384 

382 

5,302 

602 

ID 
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D  UL 

Rank 

Company 

Sales 
(smil) 

Profits 
(Smil) 

Assets 
(5>mil) 

Market 
value 
(Smil) 

$1 
-2- 

1789 

Farmers  Bank  of  China 

431 

41 

18,227 

504 

TA 

1790 

Michinoku  Bank 

384 

-85 

18,216 

598 

JA 

1791 

Industrivarden 

654 

234 

3,606 

5,208 

SW 

1792 

Gamesa 

2,355 

301 

3,657 

4,215 

SP 

1793 

Winn-Dixie  Stores 

8,580 

-603 

1,627 

52 

US 

1794 

Oriental  Bk  Commerce 

934 

174 

12,323 

1,360 

IN 

1794 

Transmontaigne 

8,549 

56 

1,136 

374 

US 

1796 

Kuraray 

3,311 

172 

4,225 

4,438 

JA 

1797 

Pixar 

342 

177 

1,443 

7,568 

US 

1798 

AEM 

2,396 

234 

5,582 

3,788 

IT 

1799 

TransAlta 

2,441 

171 

6,565 

4,197 

CA 

1800 

E.Sun  Financial 

628 

152 

1 5,654 

2,038 

TA 

1800 

Novell 

1,198 

377 

2,762 

3,669 

US 

1802 

BEKB-BCBE 

616 

66 

17,795 

1,499 

SZ 

1803 

Serono 

2,220 

-101 

3,696 

11,014 

SZ 

1803 

Energizer  Holdings 

2,996 

285 

3,012 

3,421 

US 

1805 

RHM 

3,134 

336 

2,409 

1,720 

UK 

1806 

MediaTek 

1,417 

162 

1,911 

8,864 

TA 

1807 

Red  Electrica  Espana 

1,017 

192 

5,390 

4,527 

SP 

1807 

Primedia 

991 

565 

1,745 

595 

US 

1809 

Shaw  Communications 

1,862 

124 

6,248 

5,689 

CA 

1809 

Bank  of  Saga 

380 

45 

17,505 

686 

JA 

1811 

Overseas  Shipholding 

998 

562 

3,450 

1,995 

US 

1812 

Enka 

1,975 

287 

3,941 

4,266 

TU 

1812 

Gold  Fields 

1,769 

27 

3,611 

10,751 

SA 

1814 

IDB  Holding 

2,654 

138 

13,826 

781 

IS 

1814 

BayWa 

8,289 

33 

3,222 

823 

GE 

1816 

Banco  de  Chile 

1,346 

50 

17,369 

1,070 

CH 

1817 

Hays 

2,940 

243 

909 

3,857 

UK 

1818 

Norske  Skogindustrier 

3,808 

-126 

7,654 

2,830 

NO 

1818 

TMB  Bank 

567 

24 

17,236 

1,612 

TH 

1820 

Cognizant  Technology 

886 

166 

867 

7,961 

US 

1821 

Nishimatsu  Construe 

4,198 

29 

6,715 

1,186 

JA 

1821 

Hindalco  Industries 

2,259 

294 

3,801 

4,163 

IN 

1823 

CNF 

4,170 

230 

2,481 

2,619 

US 

1824 

Equifax 

1,443 

247 

1,832 

4,756 

US 

1824 

Yamagata  Bank 

401 

54 

16,958 

974 

JA 

1826 

Pusan  Bank 

1,066 

128 

16,823 

1,956 

KO 

1827 

I B J  Leasing 

3,317 

52 

9,139 

837 

JA 

1828 

Coca-Cola  Amatil 

2,926 

235 

3,849 

3,917 

AU 

1828 

Grupo  Elektra 

2,998 

280 

4,783 

2,676 

MX 

1830 

Fuyo  General  Lease 

3,399 

101 

8,652 

1,266 

JA 

1831 

Towa  Bank 

366 

22 

16,553 

631 

JA 

1832 

World  Fuel  Services 

7,991 

39 

1,122 

829 

US 

1833 

Hanwha  Chemical 

3,112 

279 

4,572 

1,384 

KO 

1834 

Fulton  Financial 

770 

166 

12,403 

2,763 

US 

1835 

Mitsui  Eng  &  Ship 

4,819 

49 

5,717 

2,635 

JA 

1835 

Higashi-Nippon  Bank 

396 

55 

16,299 

971 

JA 

1837 

Carphone  Warehouse 

4,452 

93 

2,360 

4,194 

UK 

1838 

Sonic  Automotive 

7,885 

92 

3,026 

1,109 

US 

1839 

St  Galler  Kantonalbk 

405 

128 

16,275 

1,951 

SZ 

1840 

Luzerner  Kantonalbk 

536 

110 

16,159 

1,665 

SZ 

See  page  193  for  country  codes  and  footnotes. 


Union 

Bank  of 
California 


Melanie  Dulbecco,  CEO,  Torani  Syrups  &  Flavors 


Melanie's  bank 


improves  the  flavor  of  commercial  banking 

offers  fresh  expertise  to  help  sweeten  growth 

provides  the  perfect  blend  of  treasury  management  services 

brings  next-generation  online  solutions  to  the  mix 

believes  dedication  is  the  formula  for  success. 


Invest  in  you 


Commercial  Banking 

Northern  California  -  Michael  Riley,  Market  President,  (415)  705-7170 
Central  Valley  -  Scott  A.  Hagel,  Market  President,  (916)  321-6702 
Greater  Los  Angeles  -  Bita  Ardalan,  Market  President,  (818)  595-2021 
Metro  Los  Angeles  -  Scott  Connella,  Market  President,  (213)  236-4275 
Orange  County/San  Diego  -  Mary  Allis  Curran,  Market  President,  (619)  230-3374 

Small  Business  Services  -  (866)  876-7065 


All  financing  subject  to  credit  approval. 
Visit  us  at  uboc.com 


®2005  Union  Bank  of  California.  N.A.  Member  FDIC 


LEADING  COMPAN 


Rank 

Company 

Sales 

Profits 

I  11/ 

Assets 

Market 
value 
(5mih 

1841 

Sappi 

4,883 

-207 

5,624 

2,860 

SA 

1842 

BJ's  Wholesale  Club 

7,848 

124 

1,919 

2, 141 

US 

1843 

ServiceMaster 

3,239 

199 

3,029 

4,005 

1844 

Travis  Perkins 

3,510 

250 

2,347 

3,141 

UK 

1844 

Annaly  Mortgage 

705 

-9 

16,063 

1,453 

US 

1846 

AMMB  Holdings 

1,179 

53 

16,030 

1,392 

MA 

1847 

Brinker  International 

4,037 

180 

2,265 

3,574 

Ub 

1847 

Hong  Leong  Credit 

834 

99 

16,020 

1,171 

MA 

1849 

Minmetals  Development 

7,798 

73 

2,238 

61 1 

CN 

1850 

KAS  Bank 

268 

22 

15,995 

375 

NE 

1851 

Miyazaki  Bank 

413 

22 

1 5,961 

734 

JA 

1852 

Petsmart 

3,644 

190 

1,856 

3,655 

US 

1853 

Valley  Natl  Bancorp 

699 

163 

1 2,434 

2,702 

US 

1854 

FIBI  Holding 

1,006 

24 

1 5,906 

422 

IS 

1855 

Equitable  Resources 

1,254 

260 

3,342 

4,41 5 

US 

1856 

Level  3  Commun 

3,646 

-638 

7,580 

2,369 

US 

1857 

CarMax 

6,032 

137 

1,367 

3,294 

US 

1858 

CPFL  Energia 

2,536 

105 

4,679 

6,906 

BR 

1859 

Tong  Yang  Major 

2,844 

—46 

1 1,494 

231 

KO 

1859 

Akamai  Technologies 

283 

328 

892 

3,701 

US 

1861 

CJ 

5,397 

142 

4,964 

3,044 

KO 

1861 

Siam  City  Bank 

541 

164 

12,151 

1,389 

TH 

1863 

Cullen/Frost  Bankers 

740 

165 

1 1,741 

3,003 

US 

1863 

China  Intl  Marine 

3,208 

298 

2,047 

1,997 

CN 

1865 

Thai  Airways  Intl 

3,958 

165 

5,542 

1,844 

TH 

1865 

HCC  Insurance 

1,644 

196 

7,084 

3,403 

US 

1867 

Metro  Inc 

5,762 

164 

3,380 

2,981 

CA 

1868 

Credito  Valtellinese 

887 

32 

15,456 

1,197 

IT 

1869 

Tokyo  Broadcasting 

2,815 

92 

4,71 1 

5,667 

JA 

1870 

Enagas 

764 

226 

3,813 

4,838 

SP 

1871 

Sigma-Aldrich 

1,667 

258 

2,131 

4,341 

US 

1872 

Daisan  Bank 

361 

20 

15,340 

608 

JA 

\OI  S 

Soriana 

4,561 

201 

3,339 

2,655 

MX 

18/3 

Honam  Petrochemical 

2,287 

514 

3,057 

1,880 

KO 

1  0"7C 

lo/b 

Hagemeyer 

7,364 

-223 

3,124 

2,080 

NE 

1  0~7C 

lo/D 

Bank  of  Hawaii 

716 

182 

10,187 

2,739 

US 

1 875 

Kangwon  Land 

738 

262 

1,232 

4,274 

KO 

1  Q~7Q 

lo/o 

leiiaos 

1,883 

176 

3,515 

6,588 

US 

1  Q  "7Q 

io/y 

Valiant  Holding 

542 

97 

15,079 

1,647 

SZ 

1  0*70 

io/y 

PHH 

3,004 

-152 

10,012 

1,523 

US 

lool 

Flagstar  Bancorp 

897 

80 

15,075 

958 

US 

1  QQ  1 

Oberbank 

654 

55 

15,067 

858 

AS 

Invensys 

5,526 

-894 

4,851 

2,092 

UK 

1  QCM 

Funai  Electric 

3,574 

240 

2,378 

3,073 

JA 

1  qq<; 

I  OOJ 

Dun  &  Bradstreet 

1,444 

221 

1,501 

4,829 

US 

1  QOC 

loob 

Chukyo  Bank 

325 

45 

14,807 

772 

JA 

I  003 

Cimarex  Energy 

1,119 

328 

4,180 

3,501 

US 

1003 

National  Aluminium 

939 

283 

1,409 

4,026 

IN 

Bank  of  Ayudhya 

658 

120 

14,798 

1,305 

TH 

1890 

Ehime  Bank 

370 

20 

14,774 

518 

JA 

1891 

Namco  Bandai 

3.983E 

207E 

3,189 

3,116 

JA 

1892 

Steinhoff  Intl  Hold 

2,877 

240 

3,625 

3,711 

SA 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

1  J3Q3 

Heidelberg 

4,  j  jj 

71 

A  Q/17 
4,  j'tZ 

3  ftc:7 
3,0  jZ 

ut 

1  PQ/1 

Alovannor  Enrhoc 
MICAdllucl  rUiUcb 

/jO 

7n 
/u 

1/1  ft^ft 
1  4,0  DO 

1173 
I ,  I  /3 

CA 
3A 

First  Citizens  Bancshs 

3/3 

1 1 3 

I  I  3 

1  A  ft3Q 
I  4,D3y 

1  QR3 

1  IC 

1  KQ£ 

tiActrr  an  til  Cdn/irirkC 

1  nnR 

I  ,uuo 

1Q1 
I  3  I 

)3  QQ/1 

o,oy^4 

QRO 

you 

vz 

1  RQ7 

DdltK  L/dildlllUM 

OZ  / 

7ftn 
ZDU 

ft  337 
0,33Z 

7  77Q 

z,z  /y 

in 

1  RQft 

IIIVcMUlb  rllldlUJdl 

3/3 

1ftO 

1  7  HQft 

i  z,uyD 

7  R3/1 
Z,034 

1  IC 
U3 

Jdl  1UI  lldVV  J\J  T 

0,303 

1  S7 
I  OZ 

3  3S/1 
3,  J  04 

3  Bft3 
J,0D3 

CI 

rl 

1  ftQR 

Maruha  Group 

ft  Q71 

1/11 
—  I  4  I 

3  ftflfl 
3,0U0 

ftft/1 
004 

IA 
JA 

1  3U  1 

LUrUlUl  ll  Icl 

1  n7n 
I  ,u  /u 

1  i  fin 

1/1  3Bft 
1  4,300 

1  71/110 
1  ,Z  1 4 

CD 

rn 

1  Qni 

lUKyU  Jltrtrl  IVIIU 

Z,  I  DO 

Z177 
4/Z 

7  3/lft 
Z,340 

3  OIQ 
3,U  i  y 

IA 
JM 

1  Q03 

jUUUI  nildllLldl  uiuup 

Rift 

7n 
/u 

1  A  3  1  Q 

1 4,3  i  y 

1  SRfi 
1  ,ooO 

1  IC 

U3 

I  jU*4 

jUMV_UII1  VVIIfcrlcbb 

R77 
OZ  / 

Zl7ft 
4  /  D 

7  777 

1  71 
I  Z  I 

1  IC 

Liberty  Property 

ftRI 
DO  1 

7/1Q 

Z4y 

4,4yo 

3  Q1  7 

3,y  I  Z 

1  IC 

U3 

rcuUMdb  Odb 

ftD7 
DU  / 

7  1  7 
Z  I  / 

7  ZlQR 

z.^+yo 

/I  7Q/1 
4,  /34 

MA 
IVIM 

1  Qrm 

Sydbank 

7A7 
/4Z 

1  3Q 

1 3y 

1/1  77Q 

1 4,z  /y 

7  OOQ 

z,uuy 

u  t 

1  Qnft 

Pr\f£ict  C frit 

ruicbi  ^uy  cm 

1  1  HQ 
I ,  I  U3 

ft  1 
D  I 

7  R1  3 
/,0  I  3 

zi  ion 

H,  1  UU 

1  IC 

1  QHQ 

Milk 
Ivllllb 

Or4 

737 
Z3Z 

ft  7SQ 

o,  /oy 

7  737 
Z,Z3  / 

1  IC 
U3 

1  J  IU 

\\ftr(~ r\rm\r\f  Si  (~ f\ 
IVIL^UMINLK  Ot 

7  ciQ7 
Z,  j^Z 

7  1  ^ 

Z  1  J 

7  773 
Z,Z  /  3 

Zl  3^3 
4,3  33 

1  K 

1  qi  n 

1  :7  I  U 

Patterson  Cos 

7  ^/17 
Z,  D4/ 

1Q7 

i  yz 

1  R7  1 
I  ,OZ  I 

A  QQ/1 

4,yo4 

1  IC 

Uj 

i  y  i  z 

Meiji  Dairies 

ft  7ft/1 
D,  /D4 

Q1 

y  i 

3  331 
3,33  1 

1  ftnQ 

i  ,ouy 

IA 
JM 

1  Q1  3 

lOQd 

/l  ^87 
4,  joZ 

jy 

R  /IQ/I 
D,4y4 

1  ft/17 
1 ,04/ 

IA 
JM 

1  Q  1  A 

Medlmmune 

1  7/1/1 
1  ,Z44 

i  7 

—  i  / 

7  77Q 

z,  /  /y 

o,yoy 

1  IC 

Uj 

1Q1 A 

China  Development 

/177 
4/Z 

1 

O  170 

0,  1  /  o 

3  QQn 

j,  you 

TA 
IM 

1Q1 A 
13  ID 

3aK5 

ft  7/lft 

1  71 
I  Z  I 

A  73H 
4,Z3U 

7  ft77 

z,oz  / 

1  IC 

Uj 

1916 

vviiiiiiiiyiuii  hum 

1 73 

I  /  3 

1 D  77)3 
1  u,zzo 

7  Q03 

Z,  jU3 

1  |C 

1  Q1  ft 
13  ID 

Sumitomo  Forestry 

ft  7/17 

/  J 

3  /1/17 
3,44  / 

1  am 

I  ,OU  I 

1 A 
JM 

1Q1Q 
1  3  1  3 

Bank  of  Ryukyus 

/1 1  3 
4  1 3 

3/ 

1  A  no  1 
1 4,UO  1 

00  J 

IA 
JM 

Fastenal 

1  ^73 

1ft7 
ID/ 

son 
oyu 

ft  ft33 
0,033 

1  IC 

Uj 

I  3/  I 

Capita  Group 

1 

IOj 

1  QQ/I 

i  ,oy4 

P  /I  7ft 
J,4ZD 

1  11/ 
UK 

1Q7? 

Eurazeo 

ft77 
DZ  / 

1  c 
I  O 

R  ftQQ 

j,oyy 

j,3j  1 

1  Q?3 

I  3Z  j 

Sumitomo  Mitsui  Con 

J.UU4 

7  11 A 

r  nn7 

J,UU  / 

3ft1 
3D  I 

IA 
JM 

1Q7A 
I  3/H 

Laurentian  Bank 

7J17 

JJ 

1  3  Q77 

1 3,yzz 

73R 
/  3  J 

fA 
\_M 

I  3ZH 

Amer  Eagle  Outfitters 

7  7  1Q 

z,z  i  y 

7RS 
ZOO 

1  Z17Q 

i  ,4zy 

3  s?n7 

3,oU  / 

1  IC 

1  Q7/1 

Macerich 

7ft7 
/D/ 

77 
/  Z 

7  1  70. 

/,  i  /y 

Zl  77ZI 
4,Z  /4 

1  IC 
Uj 

1  Q77 
I  3Z  / 

JB  Hunt  Transport 

3  1  7Q 
3,  I  ZO 

707 
ZU/ 

1  C/1Q 

i ,  D4y 

3  ft^Q 
3,0  jy 

1  IC 

Uj 

1  Q77 
I  3Z  / 

NCC  Group 

ft  777 
D,ZZZ 

1/1B 
1 40 

3  3ftft 
3,300 

7  Z133 
Z,433 

3VV 

1  3Z3 

Applera-Applied  Bio 

1  S3  1 
1 ,03  I 

701 
ZU  I 

7  007 
Z,UU/ 

R  1  Q  1 
j,  lo  I 

1  IC 

Uj 

Yokogawa  Electric 

3  ft  1  1 
3,0  I  I 

SJ7 
0/ 

3^17 
3,  D  1  Z 

4,  j  1  j 

IA 
JM 

1 931 

L.KI  \\}\J\ 

1  RS^ 
I  ,Ojj 

Z3Z 

4  142 

4  086 

PO 

I  33Z 

FirstGroup 

t;  no7 

1  70 
I  /U 

3  ft3R 
3,033 

7  sen 

Z.OOU 

1  0*33; 
I  333 

nasuro 

3,U00 

717 
Z  1  Z 

3  301 
3,3U  1 

3  ftl  1 
3,0  1  1 

1  IC 

Uj 

1  Q3Zl 

Kimberly-Clark  Mexico 

7  H77 
Z,U/ Z 

77/1 
Z  /4 

7  3^/1 
Z,3  D4 

3  Qftl 

3,yo  i 

MY 

1 VI A 

1  Q3/1 
I  334 

Aplus 

Q73 
0/3 

1  /I /I 
1  44 

1  3  RQ3 

I  3,  jy3 

Q77 

yzz 

IA 
JM 

1  Q3A 
I  330 

Calsonic  Kansei 

ft  AQA 
D,4o4 

/1ft 
40 

3  P  1  7 
3,  J  I  Z 

1  B^ft 
1 ,0 3D 

IA 
JM 

1  Q37 
1 33  / 

Lubrizol 

/in/13 

4,U43 

1  GQ 

i  oy 

/l  3ftft 
4,300 

7  Q3ZI 
Z,y34 

1  IC 

Uj 

1  Q3R 
1  33o 

Goldcorp 

7f\ft 
ZUD 

cc 
jj 

707 
/UZ 

S  RQft 

o,  jyo 

*_M 

I  33o 

Nobel  Biocare  Holding 

joy 

1  Q7 
I  OZ 

jy4 

^  ft3n 

J,D3U 

C7 
jZ. 

1  Q/IO 
I  34U 

Nexans 

ft  A  A  1 
t),44  I 

1  7C 
I  Zo 

3  C3Q 
3,03y 

1  t:/13 
1 ,  D43 

PD 
rrv 

1  Oil  1 
I  34  I 

\C\\   (- r\rr\ 

lui  Lorp 

1 ,330 

737 
Z3/ 

1  73/1 
Z,  /34 

/l  777 
4,Z  /  Z 

MA 
IVIM 

1942 

Yamazaki  Baking 

6,247 

53 

4,122 

1,783 

JA 

1943 

El  Puerto  Liverpool 

3,021 

257 

3,486 

3,208 

MX 

1943 

Nippon  Light  Metal 

5,227 

126 

4,729 

1.539 

JA 

See  page  1 93  for  country  codes  and  footnote; 
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Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

®  Rank 

Company 

Sales 
(Smil) 

Profits 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

w 

1945 

PepsiAmericas 

3,726 

195 

4,054 

3,220 

US 

1973 

Cosco  Pacific 

276 

207 

2,239 

4,651 

HK 

1946 

Bajaj  Auto 

1,320 

174 

2,310 

5,932 

IN 

1973 

Shimizu  Bank 

278 

20 

12,534 

459 

JA 

1947 

Signet  Group 

3,040 

266 

2,436 

3,145 

UK 

1975 

DVB  Bank 

639 

53 

12,507 

876 

GE 

1947 

Tokyo  Star  Bank 

485 

136 

13,427 

2,399 

JA 

1976 

UCO  Bank 

931 

79 

12,496 

475 

IN 

1949 

Wing  Hang  Bank 

458 

150 

12,284 

2,268 

HK 

1977 

Group  1  Automotive 

5,985 

65 

1,726 

935 

US 

1950 

Amer  Equity  Inv  Life 

572 

30 

13,240 

536 

US 

1978 

Mercury  General 

2,930 

281 

4,042 

3,052 

US 

1951 

Oshkosh  Truck 

3,105 

173 

1,694 

4,176 

US 

1978 

Waters 

1,158 

202 

1,442 

4,737 

US 

1952 

Songbird  Estates 

402 

-103 

13,132 

694 

UK 

1978 

Indian  Overseas  Bank 

1,050 

149 

11,632 

1,251 

IN 

1953 

EVN 

1,935 

174 

5,697 

4,055 

AS 

1981 

Hanover  Insurance 

2,624 

-329 

10,508 

2,602 

US 

1954 

Raymond  James  Finl 

2,208 

157 

9,131 

3,292 

US 

1981 

Torm 

474 

416 

1,236 

1,695 

DE 

1955 

Alma  Media 

338 

431 

282 

697 

Fl 

1983 

Brother Inds 

4,092 

190 

3,138 

2,992 

JA 

1956 

Pentair 

2,947 

185 

3,255 

4,089 

US 

1984 

Sofina 

200 

316 

2,734 

3,344 

BE 

1956 

FFP 

19 

404 

4,187 

2,824 

FR 

1984 

Boliden 

2,569 

257 

2,880 

3,591 

SW 

1958 

Community  Health  Sys 

3,738 

168 

3,934 

3,548 

US 

1986 

High  Tech  Computer 

1,145 

121 

706 

7,778 

TA 

1959 

Maeda 

4,327 

11 

5,479 

1,056 

JA 

1987 

Okaya  &  Co 

5,929 

24 

3,165 

838 

JA 

1960 

Autogrill 

4,404 

71 

2,591 

3,734 

IT 

1988 

Itochu  Enex 

5,927 

-38 

2,133 

679 

JA 

1961 

ICBC  (Asia) 

348 

98 

12,782 

1,439 

HK 

1989 

Tiger  Brands 

2,350 

246 

1,415 

3,995 

SA 

1962 

KKR  Financial 

256 

39 

12,768 

1,838 

US 

1990 

Hsinchu  Intl  Bank 

439 

88 

12,347 

861 

TA 

1963 

Sanyo  Shinpan  Finance 

1,403 

280 

5,381 

2,337 

JA 

1991 

Citizen  Watch 

3,334 

189 

3,618 

3,490 

JA 

1964 

BLKB  Group 

473 

67 

12,639 

473 

sz 

1991 

Daido  Steel 

4,004 

106 

4,061 

3,856 

JA 

1965 

NTN 

3,623 

156 

4,644 

3,454 

JA 

1993 

Shire 

1,515 

-386 

2,736 

7,735 

UK 

1965 

Blockbuster 

6,053 

-598 

3,030 

711 

us 

1994 

Bank  of  Okinawa 

436 

43 

12,280 

836 

JA 

1967 

MIE  Bank 

245 

36 

12,572 

709 

JA 

1995 

AGL  Resources 

2,718 

193 

6,251 

2,793 

US 

1967 

Grant  Prideco 

1,350 

189 

1,540 

5,142 

US 

1995 

NRG  Energy 

2,363 

105 

7,795 

3,765 

US 

1969 

D'leteren 

4,525 

62 

5,140 

1,638 

BE 

1997 

Sierra  Pacific  Res 

2,964 

88 

8,1 18 

2,61 1 

US 

1969 

BKW  FMB  Energie 

2,521 

221 

4,234 

3,973 

SZ 

1997 

BCGE  Group 

447 

28 

12,186 

509 

SZ 

1969 

Seat-Pagine  Gialle 

1,908 

-162 

7,186 

4,053 

IT 

1999 

Nippon  TV  Network 

3,337 

157 

4,600 

3,663 

JA 

1972 

Molex 

2,614 

155 

2,731 

5,890 

US 

2000 

Markel 

2,200 

148 

9,901 

3,228 

US 

I 

- 


GUIDE  TO  COUNTRY  CODES  IN  THE  FORBES  2000  TABLES 


AU 

Australia 

CZ 

Czech  Republic 

ID  Indonesia 

NE 

Netherlands 

SA 

South  Africa 

AS 

Austria 

DE 

Denmark 

IR  Ireland 

NZ 

New  Zealand 

KO 

South  Korea 

BA 

Bahamas 

EG 

Egypt 

IS  Israel 

NO 

Norway 

SP 

Spain 

BE 

Belgium 

Fl 

Finland 

IT  Italy 

PK 

Pakistan 

SW 

Sweden 

BU 

Bermuda 

FR 

France 

JA  Japan 

PA 

Panama 

SZ 

Switzerland 

BR 

Brazil 

GE 

Germany 

JO  Jordan 

PH 

Philippines 

TA 

Taiwan 

CA 

Canada 

GR 

Greece 

LI  Liberia 

PL 

Poland 

TH 

Thailand 

CI 

Cayman  Islands 

HK 

Hong  Kong/China 

LU  Luxembourg 

PO 

Portugal 

TU 

Turkey 

CH 

Chile 

HU 

Hungary 

MA  Malaysia 

RU 

Russia 

UK 

United  Kingdom 

CN 

China 

IC 

Iceland 

MX  Mexico 

SU 

Saudi  Arabia 

US 

United  States 

CO 

Colombia 

IN 

India 

MO  Morocco 

SI 

Singapore 

VZ 

Venezuela 

All  figures  are  in  U.S.  dollars  and  are  latest  available.  Market  value  is  as  of  Feb.  28.  'Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  (a  dual-listed  company  with 

headquarters  in  the  Netherlands  and  the  U.K.).  Combined  market  value  for  BHP  Billiton  Ltd.  and  BHP  Billiton  Pic.  (a  dual-listed  company  with  headquarters  in  Australia 
* !  and  the  U.K.).  'Combined  market  value  for  Rio  Tmto  Pic.  and  Rio  Tinto  Ltd.  (a  dual-listed  company  with  headquarters  in  Australia  and  the  U.K.).  "Includes  Carolina  Group 
'[  '  stock.  Combined  market  value  for  Carnival  Corp.  and  Carnival  Pic.  (a  dual-listed  company  with  headquarters  in  Panama  and  the  U.  K.).  Combined  market  value  for  Reed 
1-  Elsevier  Pic.  and  Reed  Elsevier  NV  (a  dual-listed  company  with  headquarters  in  the  Netherlands  and  the  U.K.).  'Combined  market  value  for  Brambles  Industries  Pic.  and 

Brambles  Industries  Ltd.  (a  dual-listed  company  with  headquarters  in  Australia  and  the  U.K.).  8Combined  market  value  for  Investec  Pic.  and  Investec  Ltd.  (a  dual-listed 
]  company  with  headquarters  in  South  Africa  and  the  U.K.).  9Acquired  by  Ports  Customs  and  Free  Zone  Corp.  on  Mar.  9.  '"Combined  market  value  for  Eurotunnel  Pic.  and 

Eurotunnel  S.A.  (a  dual-listed  company  with  headquarters  in  France  and  the  U.K.).  E:  Estimate.  NA:  Not  available. 
'  Sources:  Exshare;  FT  Interactive  Data,  LionShares,  Reuters  Fundamentals,  Thomson  IBES  and  Worldscope  via  FactSet  Research  Systems;  Bloomberg  Financial  Markets;  Forbes. 
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UNIQUE  YISIK 

MORE  PEOPLE  GET  THEIR  BUSINESS  NEWS  FROM  F 


I'ublishing  over  2,000  stories  a  day  on  a  broad  range  of  business,  technology,  investing  and  lifestyle  topics, 
Forbes.com  is  far  and  away  the  leading  destination  for  affluent  business  decision  makers  worldwide. 

Never  before  has  a  media  properly  offered  massive  reach  to  the  business  leadership  market  along  with  the  breadth 
and  depth  of  editorial  coverage  and  the  ability  to  target  to  key  market  segments  that  Forbes.com  provides. 

And  we'll  guarantee  the  success  of  your  campaign  with  our  Brand  Increase  Guarantees. 
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■  com 
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Rank  Company 

Rank 

Company 

Rank 

Company 

Hank 

Company 

Rank 

Company 

1491   Aareal  Bank 

27 
876 

Altria  Group 

1960 

Autoqrill 

1280 

Barloworld 

1249 

Bumiputra-Commerce 

321    ABB  Group 

Aluminum  of  China 

1168 

Autoliv 

1575 

Barr  Pharmaceuticals 

621 

Bunqe 

160 

Abbott  Laboratories 

906 

Amazon.com 

327 

Automatic  Data 

1151 

Barratt  Developments 

1561 

Buna 

1466 

Abercrombie  &  Fitch 

1520 

AMB  Property 

737 

AutoNation 

1004 

Barrick  Gold 

249 

Burlington  Northern 

837 

Abertis 

863 

Ambac  Financial  Group 

651 

Autostrade 

120 

BASF  Group 

335 

Buriinqton  Resources 

1773 

Abitibi  Consolidated 

1202 

Amcor 

981 

AutoZone 

1492 

Basler  Kantonalbank 

1750 

Bums,  Philp  &  Co 

41 

ABN-Amro  Holding 

1569 

Amdocs 

1657 

Aval  Grupo 

420 

Baxter  International 

1223 

Buzzi  Unicem 

418 

Accenture 

1582 

AMEC 

1349 

Avalonbay  Communities 

202 

Bayer  Group 

959 

CA 

834 

Aaiona 

348 

Amerada  Hess 

973 

Avaya 

1814 

BayWa 

920 

Cables  Wireless 

629 

Accor 

585 

Ameren 

1272 

Avery  Dennison 

266 

BB&T 

1138 

Cablevision  NY  Group 

1169 

ACE  Aviation 

300 

America  Telecom 

78 

Aviva 

58 

BBVA-Banco  Bilbao 

351 

Cadbury  Schweppes 

282 
1288 
1593 

ACE 

1924 

Amer  Eagle  Outfitters 

1250 

Avnet 

224 

BCE 

1126 

Calpine 

Acer 

362 

American  Electric 

742 

Avon  Products 

1997 

BCGE  Group 

1936 

Calsonic  Kansei 

Acerinox 

1950 

Amer  Equity  Inv  Life 

1653 

AvtoVaz 

1621 

BCI-Banco  Credito 

1553 

Camera 

669 

Acorn 

88 

American  Express 

1719 

Awa  Bank 

457 

BCP-Bco  Com  Port 

661 

Campbell  Soup 

445 

ACS  Group 

1176 

American  Fml  Group 

1771 

AWG 

1305 

BCV  Group 

529 

Canadian  Imperial 

619 

Adecco 

1611 

American  Home  Mtge 

28 

AXA  Group 

239 

Bear  Steams  Cos 

399 

Canadian  National 

1532 

Adelphia  Commun 

4 

American  Intl  Group 

1780 

Axel  Springer 

1597 

Beazer  Homes  USA 

397 

Canadian  Natural  Res 

848 
1077 

Adidas-Salomon 

1324 

American  Natl  Ins 

1550 

Axis  Capital  Holdings 

729 

Becton,  Dickinson 

933 

Canadian  Pacific 

Adobe  Systems 

747 

American  Standard 

555 

BAA 

950 

Bed  Bath  &  Beyond 

1144 

Canadian  Tire 

1497 

Advance  Auto  Parts 

1354 

American  Tower 

259 

BAE  Systems 

1020 

Beiersdorf 

1299 

Canara  Bank 

1338 

Advanced  Info  Service 

1372 

AmeriCredit 

1946 

Bajaj  Auto 

1802 

BEKB-BCBE 

140 

Canon 

979 

Advanced  Micro 

442 

Ameriprise  Financial 

581 

Baker  Hughes 

673 

Belgacom 

1086 

Capgemini  Group 

1343 

Advantest 

594 

AmerisourceBergen 

1348 

Balfour  Beatty 

131 

BellSouth 

1921 

Capita  Group 

98 

Aegon 

1514 

AmerUs  Group 

1295 

Ball 

1647 

Benq 

203 

Capital  One  financial 

1798 

AEM 

193 

Amgen 

937 

Baloise  Group 

767 

WR  Berkley 

1079 

Capita  Land 

321 

Aeon 

1846 

AMMB  Holdings 

679 

Banca  Antonveneta 

18 

Berkshire  Hathaway 

373 

Capitalia 

451 

AES 

542 

AMP 

1364 

Banca  Carige 

324 

Best  Buy 

208 

Cardinal  Health 

183 

Aetna 

902 

AMR 

1469 

Banca  CR  Firenze 

301 

BG  Group 

352 

Caremark  Rx 

1010 

Affiliated  Computer 

628 

AmSouth  Bancorp 

110 

Banca  Intesa 

1524 

Bharat  Heavy  Electric 

1180 

Carlsberg 

218 

Aflac 

1403 

Amvescap 

1072 

Banca  Lombarda  Group 

1087 

Bharat  Petroleum 

1857 

CarMax 

591 

Agilent  Technologies 

357 

Anadarko  Petroleum 

789 

Banca  Naz  del  Lavoro 

1336 

Bharti  Tele-Ventures 

237 

Carnival 

1995 

AGL  Resources 

1185 

Analog  Devices 

1107 

BPER-Emilia  Romagna 

101 

BHP  Billiton 

1837 

Carphone  Warehouse 

1283 

Agri  Bank  Greece 

116 

Anglo  American 

1054 

Banca  Pop  di  Milano 

1114 
1677 

Bidvest  Group 

119 

Carrefour 

1727 

Agrium 

693 

Anglo  Irish  Bank 

1661 

Banca  Pop  di  Sondrio 

Bilfinger  &  Berger 

777 

Grupo  Carso 

624 

Ahold 

281 

Anheuser-Busch  Cos 

928 

Banca  Pop  Italiana 

1392 

Grupo  Bimbo 

411 

Carso  Global  Telecom 

1709 

Aichi  Bank 

1844 

Annaly  Mortgage 

632 

BPU  Banca 

1259 

Bioqen  Idee 

1450 

Casio  Computer 

612 

Aiful 

895 

Antarchile 

1114 

Banco  BPI 

1360 

Biomet 

127 

Caterpillar 

839 

Aioi  Insurance 

1321 

Antofagasta 

187 

Banco  Bradesco 

1102 

BJ  Services 

320 

Cathay  financial 

1337 

Air  China 

1755 

Aomori  Bank 

1816 

Banco  de  Chile 

1842 

BJ's  Wholesale  Club 

851 

Cathay  Pacific 

521 

Air  France-KLM  Group 

418 

Aon 

727 

Banco  de  Sabadell 

1969 

BKW  FMB  Enerqie 

1122 

Cattolica  Assicurazio 

354 

Air  Liguide  Group 

364 

Apache 

1715 

Banco  de  Valencia 

914 

Black  &  Decker 

1696 

CB  Richard  Ellis 

575 

Air  Prods  &  Chems 

1753 

Apartment  Investment 

176 

Banco  do  Brasil 

1964 

BLKB  Group 

1690 

CBD-Brasil  Distrib 

567 

Aisin  Seiki 

1934 

Aplus 

1538 

Banco  Pastor 

904 

H&R  Block 

611 

CBS 

792 

Ajinomoto 

1335 

Apollo  Group 

613 

BPVN  Group 

1965 

Blockbuster 

1276 

CDW 

1763 

AK  Steel  Holding 

283 

Apple  Computer 

409 

Banco  Popular  Espariol 

1097 

Bluescope  Steel 

1186 

Celanese  Con; 

1859 

Akamai  Technologies 

1929 

Applera-Applied  Bio 

19 

Banco  Santander 

91 

BMW-Bayerische  Motor 

646 

Celesio 

531 

Akbank 

472 

Applied  Materials 

1445 

BanColombia 

17 

BNP  Paribas 

1738 

Celgene 

1490 

Aker 

861 

Arab  Bank 

946 

Bangkok  Bank 

672 

BOC  Group 

243 

Cemex 

1742 

Akita  Bank 

1623 

Aracruz  Celulose 

1136 

Bank  Central  Asia 

495 

BOC  Hong  Kong 

1124 

Cemiq 

393 

Akzo  Nobel  Group 

1016 

Aramark 

1897 

Bank  Danamon 

93 

Boeing 

1387 

Cencosud 

636 

Al  Rajhi  Bank 

155 

Arcelor 

725 

Bank  Hapoalim 

1588 

BOK  Financial 

242 

Cendant 

1669 

Alberto-Culver 

1239 

Arch  Capital  Group 

793 

Bank  Leumi  Group 

1984 

Boliden 

933 

CenterPoint  Enerqy 

468 

Albertsons 

277 

Archer  Daniels 

1063 

Bank  Mandiri 

942 

Bombardier 

406 

Centex 

640 

Alcan 

954 

Archstone-Smith 

3 

Bank  of  America 

812 

Boots  Group 

278 

Central  Japan  Railway 

316 

Alcatel 

340 

Areva  Group 

1889 

Bank  of  Ayudhya 

1650 

Boral 

257 

Centrica 

212 

Alcoa 

1077 

Aitow  Electronics 

1601 

Bank  of  Baroda 

1714 

BorgWamer 

1326 

CenturyTel 

1894 

Alexander  Forbes 

1572 

ArvinMeritor 

615 

Bank  of  Communication 

1055 

Boston  Properties 

479 

Cepsa 

1717 

Alexandria  Natl  Iron 

838 

Asahi  Breweries 

1026 

Bank  of  East  Asia 

630 

Boston  Scientific 

639 

Cez 

1072 

ALFA 

461 

Asahi  Glass 

1028 

Bank  of  Fukuoka 

235 

Bouyques 

1600 

Chanq  Hwa  Com  Bank 

1516 

Altresa  Holdings 

609 

Asahi  Kasei 

1459 

Bank  of  Greece 

8 

BP 

1364 

Charter  Commun 

1715 

Alital^  Group 

738 

ASF  Group 

1875 

Bank  of  Hawaii 

825 

Bradford  &  Binqley 

1634 

Check  Point  Software 

1721 

All/    A  L...II  — 

ALK-Abello 

758 

Ashiand 

1705 

Bank  of  Ikeda 

828 

Brambles  Group 

614 

Chesapeake  Energy 

786 

Ali  Nippon  Airways 

1215 

ASML  Holding 

1736 

Bank  of  India 

1607 

Brasil  Telecom 

599 

Cheung  Konq 

1471 

Allegheny  Energy 

1293 

Assa  Abloy 

295 

Bank  of  Ireland 

1418 

Braskem 

16 

Chevron 

1  1C7 

1 5bl 

^Allegheny  Techs 

1133 

Associated  Banc-Corp 

1730 

Bank  of  Iwate 

290 

Bridgestone 

984 

Chi  Mei  Optoelec 

lZDl 

Allergan 

602 

Assoc  British  Foods 

1191 

Bank  of  Kyoto 

1847 

Brinker  International 

900 

Chiba  Bank 

mo 

Alliance  &  Leicester 

662 

Assurant 

169 

Bank  of  Montreal 

1536 

Brisa 

1769 

Chiba  Kogyo  Bank 

Alliance  UniChem 

836 

Astpilas  Pharma 

1676 

Bank  of  Nagoya 

192 

Bristol-Myers  Squibb 

1313 

Chicago  Mercantile  Ex 

1  CO 
I  00/ 

Alliant  Energy 

1432 

Astoria  Financial 

247 

Bank  of  New  York 

587 

British  Airways 

1720 

Chico's  FAS 

AWanz  Worldwide 

1162 

Astra  International 

134 

Bank  of  Nova  Scotia 

174 

British  Amer  Tobacco 

65 

China  Construction  Bk 

267 

Allied  Irish  Banks 

167 

AstraZeneca 

1994 

Bank  of  Okinawa 

1290 

British  Energy 

1352 

China  Cosco  Holdings 

1138 

Allied  Waste  Inds 

911 

Asustek  Computer 

1919 

Bank  of  Ryukyus 

1158 

British  Land 

1914 

China  Development 

111 

Allstate 

49 

AT&T 

1809 

Bank  of  Saga 

787 

British  Sky  Broadcast 

1863 

China  Intl  Marine 

330 

Alltel 

665 

Atlas  Copco 

735 

Bank  of  Yokohama 

1108 

Broadcom 

297 

China  Life  Insurance 

1955 

Alma  Media 

1624 

Atmos  Energy 

1240 

Bank  Rakyat  Indonesia 

405 

Brookfield  Asset  Mgmt 

795 

China  Merchants  Bank 

726 

Alpha  Bank 

1289 

Atos  Origin 

821 

Banxgesell  Berlin 

1983 

Brother  Inds 

1654 

China  Merchants  (Int) 

1776 

Alps  Electric 

749 

Attijariwafa  Bank 

1099 

Bankinter 

1394 

Brown-Forman 

1094 

China  Minshenq  Bank 

736 

Alstom 

AU  Optronics 

1287 

Bangue  Nat  Belgigue 

1215 

Brunswick 

112 

China  Mobile  (HK) 

502 

Aitadis 

146 

ANZ  Banking 

675 

Baoshan  Iron  &  Steel 

136 

BT  Group 

460 

China  Netcom  Group 

— U20 

AJtana 

Australian  Gas  Light 

20 

Barclays 

1758 

Buhrmann 

77 

China  Petrol  &  Chem 

1564 

Altera 

1462  |  Autodesk 

1505 

CR  Bard 

1698 

Bull 

1266 

China  Resources  Ent 
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Our  Companies: 

•  Coca-Cola  FEMSA.  The  worlds 
largest  Coca-Cola  bottler,  outside 
the  United  States. 

•  FEMSA  Cerveza.  The  brewery 
with  the  strongest  beer  brand 
portfolio  in  Mexico. 

•  FEMSA  Comercio.  Biggest  and 
fastest-growing  convenience  store 
chain  in  Mexico. 


OCTEZUH 


More  than  115  years 
building  a  successful 
business  culture, 
centered  on  the 
generation  of  economic 
and  human  value. 


FEMSV 

I. Him  Americas  Beverage  Leader 


FMX 
NYSE 


FEMSAUBD 


INVESTOR  RELATIONS:  ALAN  ALANfS  /  EMILY  KLINGBEIL  (52.81)  8328.6167  f 

CORPORATE  COMMUNICATIONS:  JAIME  TOUSSAINT  /  CAROLINA  ALVEAR  (52.81)  8328.6046  WWW.femSa.COm 


Rank 

Company 

Rank 

Company 

Rank 

Company 

Rank 

Company 

Rank 

Company 

525 

China  Shenhua  Energy 

507 

Clear  Channel  Commun 

1044 

Constellation  Brands 

.  1672 

Dah  Sing  Financial 

56 

Deutsche  Bank  Group 

1773 

China  Shippinq  Cont 

1068 

Clorox 

428 

Constellation  Energy 

506 

Dai  Nippon  Printing 

988 

Deutsche  Boerse 

648 

China  Steel 

690 

CLP  Holdings 

403 

Continental 

1991 

Daido  Steel 

482 

Deutsche  Lufthansa 

162 

China  Telecom 

1465 

CMPC 

1282 

Continental  Airlines 

922 

Daiei 

88 

Deutsche  Post 

557 

China  Unicom 

1276 

CMS  Energy 

1509 

Converium  Holding 

745 

Daiichi  Sankyo 

39 

Deutsche  Telekom 

1472 

China  Yangtze  Pwr 

1823 

CNF 

1042 

Cooper  Industries 

926 

Daikin  Industries 

1397 

Developers  Div  Realty 

915 

Chinatrust  Financial 

421 

Cnooc 

617 

Coming 

1743 

Daily  Mail  &  General 

246 

Devon  Enerqy 

1613 

Chiron 

223 

CNP  Assurances 

572 

Corus  Group 

1678 

Daimam 

121 

Dexia 

233 

Chubb 

1222 

Coach 

1973 

Cosco  Pacific 

45 

DaimlerChrysler 

245 

Diaqeo 

251 

Chubu  Electric  Power 

144 

Coca-Cola 

935 

Cosmo  Oil 

1318 

Dainippon  Ink  &  Chems 

1276 

Diamond  Lease 

1374 

Chugoku  Bank 

1828 

Coca-Cola  Amatil 

264 

Costco  Wholesale 

1872 

Daisan  Bank 

1598 

^Dillard's 

602 

Chugoku  Electric  Pwr 

462 

Coca-Cola  Enterprises 

1425 

Couche  Tard 

1611 

Daishi  Bank 

331 

Christian  Dior 

1885 

Chukyo  Bank 

1058 

Coca-Cola  Femsa 

163 

Countrywide  Financial 

1283 

Daito  Trust  Construct 

513 

Directv  Group 

1458 

Chunghwa  Picture  Tube 

1187 

Toca-Cola  HBC 

903 

Coventry  Health  Care 

678 

Daiwa  House  Industry 

117 

Walt  Disney 

471 

Chunghwa  Telecom 

1820 

Coqnizant  Technoloqy 

1858 

CPFL  Enerqia 

497 

Daiwa  Securities 

342 

DnB  NOR 

1671 

CI  Financial 

671 

Coles  Myer 

1515 

Credicorp 

1406 

Dana 

1258 

Dogan  Holding 

1371 

Ciba  Specialty  Chems 

425 

Colgate-Palmolive 

46 

Credit  Aqricole 

534 

Danaher 

1093 

Dollar  General 

377 

CIC  Group 

1298 

Colonial  BancGroup 

910 

Credit  Saison 

1700 

Danisco 

219 

Dominion  Resources 

250 

Ciqna 

1229 

Colruyt 

30 

Credit  Suisse  Group 

275 

Danone 

1547 

Dongfeng  Motor 

1885 

Gmarex  Enerqy 

168 

Comcast 

1400 

Credito  Emiliano 

149 

Danske  Bank 

1343 

Dongkuk  Steel  Mill 

1931 

Cimpoi 

597 

Comerica 

1868 

Credito  Valtellinese 

1160 

Darden  Restaurants 

1052 

RR  Donnelley  &  Sons 

781 

Cincinnati  Financial 

1032 

Commerce  Bancorp 

363 

CRH 

913 

Dassault  Aviation 

1496 

Doosan 

710 

Cinergy 

1476 

Commerce  Bancshs 

1581 

Crown  Holdings 

1721 

Dassault  Systemes 

1534 

Doral  Financial 

1353 

Cintas 

1495 

Commercial  Metals 

1747 

CSK 

1685 

Datanq  Intl  Power 

827 

Dover 

1629 

CIR 

158 

Commerzbank 

1438 

CSL 

1358 

DaVita 

106 

Dow  Chemical 

1373 

Circuit  City  Stores 

113 

Commonwealth  Bank 

857 

CSN-Cia  Siderurgica 

528 

DBS  Group 

1544 

Downey  Financial 

117 

Cisco  Systems 

1958 

Community  Health  Sys 

411 

CSX 

919 

Dean  Foods 

814 

DSG  International  Pic 

449 

CIT  Group 

1540 

Compal  Electronics 

1863 

Cullen/Frost  Bankers 

241 

Deere  &  Co 

723 

DSM 

1088 

Citic  Pacific 

965 

Compass  Bancshares 

863 

Cummins 

544 

Dequssa 

1644 

DST  Systems 

1 

Citigroup 

831 

Compass  Group 

287 

CVS 

711 

Delhaize  Group 

588 

DTE  Enerqy 

1991 

Citizen  Watch 

499 

Computer  Sciences 

1969 

DTeteren 

147 

Dell 

171 

El  du  Pont  de  Nemours 

1686 

Citizens  Commun 

494 

ConAgra  Foods 

1781 

Daequ  Bank 

1061 

Delphi 

190 

Duke  Energy 

1726 

City  Developments 

22 

ConocoPhillips 

1484 

Daelim  Industrial 

1091 

Delta  Air  Lines 

1434 

Duke  Realty 

1398 

City  National 

946 

Conseco 

1345 

Daewoo  Enqineerinq 

222 

Denso 

1885 

Dun  &  Bradstreet 

1861 

CJ 

1080 

Consol  Energy 

1733 

Daewoo  Intl 

1059 

Dentsu 

1975 

DVB  Bank 

1457 

Clariant 

422 

Consolidated  Edison 

1257 

Daewoo  Ship  &  Marine 

568 

Depfa  Bank 

1762 

Dynegy 
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Company 

Rank 

Company 

805 

E-Trade  Financial 

189 

EnCana 

t.UN 

141 

Endesa  Group 

1  Ann 

I  ouu 

E.Sun  Financial 

78 

ENEL 

152 

1803 

Energizer  Holdings 

194 

East  Japan  Railway 

1117 

Energy  East 

1022 

Eastman  Chemical 

1427 

Engelhard 

879 

Eastman  Kodak 

31 

ENI 

Eaton 

1812 

Enka 

524 

Chaw 

tDay 

1563 

Ensco  International 

JO  J 

EchoStar  Commun 

376 

Entergy 

1 140 

tcoiau 

1224 

Enterprise  Inns 

ji? 

Edison  International 

723 

EOG  Resources 

785 

Edison 

1824 

Equifax 

EDP-Energias  Portugal 

1855 

Equitable  Resources 

642 

EFG  Eurobank  Ergasias 

1057 

Equity  Office  Prop 

1 07U 

Ehime  Bank 

819 

Equity  Residential 

Eiffage 

1605 

Eramet 

1746 

Eighteenth  Bank 

1417 

Erdemir 

846 

Eisai 

1509 

ERG 

Qfi7 
-70/ 

CI  D-,m 

ti  raso 

191 

LM  Ericsson 

1943 

El  Puerto  Liverpool 

307 

Erste  Bank 

847 

Electric  Power  Devel 

1332 

Espirito  Santo  Finl 

fid 

Electncite  de  France 

1274 

Esprit  Holdinqs 

1  JO 

Electrolux  Group 

1316 

Essilor  International 

1237 

Electronic  Arts 

1084 

Estee  Lauder  Cos 

715 

Electronic  Data  Sys 

1556 

Euler  Hermes 

1828 

Grupo  Elektra 

1922 

Eurazeo 

504 

Eletrobras 

390 

Eurohypo 

1067 

Embraer 

1749 

Euronext 

tlVIL 

1901 

Eurotunnel 

273 

Emerson  Electric 

1137 

Everest  Re  Group 

1706 

Empire 

1564 

Evergreen  Marine 

1431 

Emporiki  Bank  Greece 

1953 

EVN 

1870 

Enagas 

228 

Exelon 

635 

Enbridge 

1387 

Expedia 

424 

EnBW-Enerqie  Baden 

1339 

Expediters  Intl 
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Rank 

Company 

Rank 

Company 

731 

Express  Scripts 

361 

FirstRand 

313 

Fuii  Phrttn  Film 
i  uji  r  i  iuiu  mi  1 1 

6 

ExxonMobil 

993 

Fiserv 

1243 

Fun  TplpuiQinn 

1208 

Fairfax  Financial 

869 

Fisher  Scientific 

396 

Fujitsu 

1554 

Falabella 

1881 

Flaqslar  Bancorp 

1760 

Fulfill  Ftanlc 

535 

Falconbridge 

917 

Flextronics  Intl 

1834 

Fulton  Financial 

1463 

Family  Dollar  Stores 

1076 

Fluor 

1884 

Fiinal  Flwtrir 

I  Ul  ICJI   LICX.U  11. 

37 

Fannie  Mae 

551 

Fondiaria-SAI 

1135 

Fiinilf^iA/;)  FlwTrir 

i  up  uPvavva  LltXU  IL 

825 

Fanuc 

1467 

Foot  Locker 

1830 

Fnun  fipnpral  1  paco 

1435 

Far  Eastern  Textile 

133 

Ford  Motor 

1270 

GAIL  (India) 

1575 

Far  EasTone  Telecom 

325 

ForeninqsSparbanken 

820 

Gallaher  Group 

1789 

Farmers  Bank  of  China 

1908 

Forest  City  Ent 

1470 

Garnbro 

1252 

Fast  Retailing 

1048 

Forest  Labs 

1792 

Garnesa 

1920 

Fastenal 

791 

Formosa  Chems  &  Fibre 

453 

Gannett 

713 

FCC  Group 

432 

Formosa  Petrochemical 

452 

Gap 

1550 

Federal-Mogul 

815 

Formosa  Plastics 

1509 

Garmin 

230 

Federated  Dept  Stores 

38 

Fortis 

490 

(ia<;  Natural  ^DG 

vja_>  iiaiuiai  jukj 

220 

FedEx 

475 

Fortum 

177 

Gfl7  Hp  Franrp 

670 

Femsa 

622 

Fortune  Brands 

53 

(ia7nrnm 

1956 

FFP 

930 

Foster's  Group 

1679 

GEA  Group 

548 

Fiat  Group 

347 

FPL  Group 

1232 

Gecina 

1854 

FIBI  Holding 

54 

France  Telecom 

267 

(ipnpral  rivnamirc 
wci  ici  ai  L/y i  icji  i  iilj 

634 

Fidelity  National 

606 

Franklin  Resources 

2 

Gpnpral  Flprtrir 

VJCIICIa)  L  .1  L.  I.I  !l_ 

278 

Fifth  Third  Bancorp 

1583 

Fraport 

1036 

General  Growth  Prop 

1545 

Financiere  de  I'Odet 

200 

Freddie  Mac 

367 

(lPnpral  Milk 

872 

GFNorte 

880 

Freeport  Copper 

526 

General  Motors 

1367 

Finansbank 

931 

Freescale  Semi 

69 

General)  Group 

1007 

Rnatis 

1482 

Fremont  General 

1584 

Genting 

446 

Finmeccanica 

842 

Fresenius 

908 

Genuine  Parts 

960 

First  American 

1782 

Friedman  Billinqs 

280 

(ipnwnrth  Financial 

vjti  ivvui  ui  i  ii  lai  ilicii 

1535 

First  BanCorp 

574 

Friends  Provident 

969 

Genzyme 

1895 

First  Citizens  Bancshs 

1745 

Frontier  Oil 

1023 

Gilead  Sciences 

248 

First  Data 

1593 

Frontline 

1669 

Givaudan 

1  C\A  1 

1 U4  1 

First  Finl  Holding 

771 

Fubon  Financial 

862 

GKN 

884 

First  Horizon  Natl 

1359 

Fuji  Electric 

82 

GlaxoSmithkline 

345 

FirstEnergy 

1693 

Fuji  Fire  &  Marine 

1756 

Global  Yatirim 

1932 

FirstGroup 

1030 

Fuji  Heavy  Inds 

1096 

GlobalSantaFe 

It  is  what  makes  air  bags,  flexible  bumpers 
and  saving  lives  possible.  It  is  chemistry. 
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Rank 

Company 

Rank 

Company 

KanK 

Company 

Rank 

Company             |  Rank  j  Company 

1812 

Gold  Fields 

1873 

Honam  Petrochemical 

1123 

Investec 

1271 

Kimrn  Rpaltv 

931 

1  nvnttira  firm  in 

1938 
292 

Goldcorp 

63 

Honda  Motor 

1779 

Investment  Kinnevik 

867 
486 
822 
565 
1687 
1351 
1962 

l(*inHpr  Mnrnan 

iMliyll  Iviuiuall 

1840 

Luzemer  Kantonalbk 

Golden  West  Rnl 

183 

Honeywell 

410 

Investor 

Kincjfishcr 

631 

Lyondell  Chemical 

42 

Goldman  Sachs  Group 

1262 

Hong  Kong  &  China  Gas 

1898 

Investors  Financial 

K  intpKi  i 

1573 

M-real 

1129 

Goodrich 

1847 

Hong  Leong  Credit 

1941 

lOICorp 

Kirin  Brewery 

546 
1684 
1924 

M&T  Bank 

951 

Goodyear 

992 

Hongkong  Electric 

1743 

Ipiranga 

Kiyo  Holdings 

Maanshan  Iron  &  Steel 

439 

Google 

855 

Hongkong  Land  Hold 

1303 

Ipsco 

KKPC-Korea  Kumho 

Macerich 

1276 

GPT  Group 

1346 

Hormel  Foods 

542 

Irish  Life/Permanent 

KKR  Financial 

f\i\i\  i  ii  iai  mai 

596 

Macquarie  Bank 

1132 

WW  Grainger 

438 

DP,  Horton 

1651 

Isetan 

1321 
1421 

10  A-Tpnmr 

1959 

Maeda 

1967 

Grant  Prideco 

1621 

Hospira 

1116 

Ishikawajima-Harima 

Knight  Ridder 

533  j  Magna  International 

1260 

Great  A&P  Tea 

1235 

Host  Marriott 

1562 

Islandsbanki 

518 

Knhp  Stppl 

IVJUC  JlCtl 

696 

Malayan  Banking 

1977 

Group  1  Automotive 

1331 

Hovnanian  Enterprises 

1409 

Israel  Corp 

654 
498 
485 

Knr  Ci  rni  m 

517 

MAN 

1586 

Group  4  Securicor 

1037 

Hoya 

1638 

Israel  Discount  Bank 

Kohl's 

924 

Man  Group 

466 

Giupo  Ferrovial 

5 

HSBC  Group 

1374 

Istar  Financial 

Knmat<u  i 

l\UI  1  IguU 

1014 

Manpower 

806 

Grupo  Mexico 

1990 

Hsinchu  Intl  Bank 

790 

Isuzu  Motors 

1765 
1049 

Kone 

93 

Manulife  Financial 

893 

Grupo  Modelo 

1045 

Hua  Nan  Financial 

1198 

Italmobiliare 

Konica  Minolta 

773 

Corporation  Mapfre 

1121 

GS  Holdings 

866 

Huanenq  Power  Intl 

375 

Itausa 

286 

Knnkmin  Rank 

rVAIM  1  III  1  UQl  ll\ 

175 

Marathon  Oil 

892 

Guidant 

1015 

Hudson  City  Bancorp 

1171 

ITC 

151 

Knrpa  Flprtrir  Pnu/pr 

2000 

Markel 

1411 

Gunma  Bank 

813 

Humana 

334 

Itochu 

610 

Knrpa  Fvrhannp  Rank 

rXUIcO  LAi_l  lul  luc  Ual IP. 

491 

Marks  &  Spencer 

423 

GUS 

1927 

JB  Hunt  Transport 

1988 

Itochu  Enex 

1071 

Korea  Gas 

573 

Marriott  Intl 

681 

H&M  Hennes  &  Mauritz 

985 

Huntington  Bancshs 

834 

ITT  Industries 

971 

Korean  Air 

509 

Marsh  &  McLennan 

1146 

Hachijuni  Bank 

1113 

Huntsman 

1011 

rrv 

637 

666 

Marshall  8i  llsley 

1875 

Haqemeyer 

389 

Husky  Energy 

1448 

lyo  Bank 

1215 

Kninn-Thai  Rank 
i\i  unu  ii  iai  ual  ir\ 

489  I  Marubeni 

1604 

Hakuhodo  DY  Holdings 

156 

Hutchison  Whampoa 

1068 

Jabil  Circuit 

360 

KT 

1898 

Maruha  Group 

258 

Halliburton 

1626 

Hyakugo  Bank 

1681 

Jaccs 

1194 

KT&G 

1 1 79 

Marui 

1017 

Hammerson 

1644 

Hyakujushi  Bank 

1489 

Jacobs  Engineering 

521 

Ki  ihntA 

1245 

Marvell  Technology 

467 

Hana  Financial 

559 

Hynix  Semiconductor 

701 

Japan  Airlines 

1184 

Kiihnp  &  NhhpI  Intl 

i\ut  ii  ic  m  nauci  niu 

458 

Masco 

1453 

Hanq  Lunq  Group 

1784 

Hyosung 

1523 

Japan  Securities  Fin 

1796 

l\ui  (31  ay 

201 

Matsushita  Elec  Indl 

1141 

Hanjin  Shipping 

478 

Hypo  Real  Estate 

312 

Japan  Tobacco 

514 

Kvnrpra 
i\yuv.ci  a 

1097 

Mattel 

1004 

Hankyu 

1498 

Hyundai  Eng  &  Const 

580 

Jardine  Matheson 

380 

Kuiichii  Flprtrir  Pnuvpr 
rvyu ji  iu  liclu  il  ruvvo 

1236 

Maxim  Integrated 

632 

Hannover  Re 

965 

Hyundai  Heavy  Inds 

1538 

Jean  Coutu  Group 

1708 

KviKhi i-Shinwa  HnlHinns 
I\yu3i  iu  jiiiiivvo  iiuiuiiiuj 

1473 

Maxis  Communications 

1981 

Hanover  Insurance 

1401 

Hyundai  Merchant  Mar 

1741 

Jefferies  Group 

641 

1  -3  ffimmi  mirations 

L  J  v_UI  1 II 1 IUI  MLdUUi  Ij 

569 

Mazda  Motor 

700 

Hanson 

878 

Hyundai  Mobis 

658 

Jefferson-Pilot 

209 

I'Orpal  firm  in 
LwiCdi  uiuuli 

817 

MBIA 

1787 

Hanwa 

170 

Hyundai  Motor 

214 

JFE  Holdinqs 

1242 

1  shnrAtnrv  C nm  Ampr 
Lauuiaiuiy  \_uiuaaiiici 

1910 

McCormick  &  Co 

1833 

Hanwha  Chemical 

1230 

Hyundai  Steel 

1501 

JFE  Shoji  Holdings 

583 

LdULM  L^es 

179 

McDonald's 

855 

Hanwha 

659 

lAC/lnterActiveCorp 

1703 

JGC 

254 

Lafarge 

663 

McGraw-Hill  Cos 

750 

Harley-Davidson 

225 

Iberdrola 

57 

Johnson  &  Johnson 

450 

LdLJdlutrlc  j\_rt 

299 

McKesson 

1426 

Harman  International 

1267 

Iberia 

343 

Johnson  Controls 

1724 

1  am  Rpsp^rrh 

Lalll  Rental  Ul 

1420 

MDC  Holdings 

703 

Harrah's  Entertain 

1827 

IBJ  Leasinq 

1315 

Johnson  Matthey 

1028 

1  and  *\pruntipc  Cirnim 

Lai  IU  JCLUIIllcS  VJIUUU 

1517 

MDU  Resources 

1606 

Harris 

1961 

ICBC  (Asia) 

1463 

Jones  Apparel  Group 

1430 

1  anrUhanki  IcIanHs 
Lai  lUjUor  IM  IsldHUS 

1212 

MeadWestvaco 

125 

Hartford  Finl  Service 

656 

Icici  Bank 

1043 

Joyo  Bank 

1543 

1  anypec 
Lai  1 AcSS 

1174 

Mechel 

1933 

Hasbro 

1814 

IDB  Holding 

9 

JPMorgan  Chase 

1440 

LalScll  Ot  IUUUIU 

400 

Medco  Health 

1817 

Hays 

6681 

IFIL 

901 

JS  Group 

1286 

1  ac  Vpnac  ^anrlc 
Las  VcLJdS  JOl  IUS 

794 

Mediaset 

24 

HBOS 

1046 

1KB 

1479 

JSR 

1924 

1  -iiirpntian  Rar^ 
LdUlclllldll  Ddlm 

1806 

MediaTek 

255 

HCA 

387 

Illinois  Tool  Works 

1428 

Jtekt 

1267 

1174 

Mediceo  Paltac  Hldgs 

1865 

HCC  Insurance 

1309 

Imerys 

1204 

Julius  Baer  Holding 

197 

1  pnal  R/  fipnpral  drnurt 
Leudl  Gt  vjcllcldl  OIUUU 

1914 

Medlmmune 

1530 

HDFC  Bank 

1342 

Impac  Mortgage 

1105 

Juniper  Networks 

828 

1  onn  Ma<nn 
LCLJLJ  KldSUII 

688 

Mediobanca 

1206 

HDFGHousing  Devel 

1145 

Impala  Platinum 

1615 

Juroku  Bank 

1392 

1  pnnptt  H  Piatt 
LcyytU  CI  rldll 

1110 

Mediolanum 

1325 

Health  Management 

718 

Imperial  Chemical  Ind 

1319 

Jyske  Bank 

75 

1  ahm3n  Drnr  WrtlHmnc 

Lciiuidii  Dius  nuiuiiiys 

272 

Medtronic 

1130 

Health  Net 

1155  1 

Imperial  Holdings 

1661 

Kagoshima  Bank 

1507 

LcllU  Lease 

719 

Mega  Financial 

863 

HeidelberqCement 

556 

Imperial  Tobacco 

897 

Kajima 

475 

Lennar 

1912 

Meiji  Dairies 

1893 

Heidelberg 

1730 

IMS  Health 

1512 

Kaneka 

1267 

Leopalace21 

515 

Mellon  Financial 

625 

Heineken  Holding 

317 

InBev 

1700 

Kanematsu 

1109 

Leucadia  National 

1493 

MEMC  Electronic  Mats 

576 

HJ  Heinz 

1416 

Inbursa  Financiero 

1875 

Kangwon  Land 

1856 

I  pwpl  3  C nmmnn 

Level  d  v^ui  in  nun 

1896 

Mercantil  Servicios 

1512 

Hellenic  Petroleum 

1485 

Inchcape 

253 

Kansai  Electric  Power 

1181 

Lexmark  International 

1199 

Mercantile  Bkshs 

804 

Hellenic  Telecom 

708 

Inco 

667 

Kao 

1447 

lu  caru 

123 

Merck  &  Co 

1285 

Helvetia  Patria 

1788 

Indah  Kiat  Pulp 

990 

KarstadtQuelle  Group 

1018 

LG  Chem 

598 

Merck 

1201 

Henderson  Group 

1443 

Independence  Commun 

1850 

KASBank 

1356 

LG  Corp 

1978 

Mercury  General 

824 

Henderson  Land 

311 

Indian  Oil 

1153 

Kasikombank 

314 

LG  Electronics 

36 

Merrill  Lynch 

335 

Henkel  Group 

1978 

Indian  Overseas  Bank 

1006 

Kaupthinq  Bank 

1691 

LG  International 

1021 

Metalurgica  Gerdau 

1777 

Henry  Schein 

657 

Inditex 

1046 

Kawasaki  Heavy  Inds 

1314 

Li  &  Fung 

60 

MetLife 

1483 

Hermes  International 

1554 

Industrial  Alliance 

1033 

Kawasaki  Kisen  Kaisha 

989 

Liberty  Global 

213 

Metro  AG 

963 

Hershey 

694 

Indl  Bank  of  Korea 

1404 

Kazakhmys 

1003 

Liberty  International 

1867 

Metro  Inc 

67 

Hewlett-Packard 

1759 

Indl  Dev  Bank  India 

760 

KB  Home 

691 

Liberty  Media 

1524   Metropolitan  Holdinqs 

1835 

Higashi-Nippon  Bank 

1791 

Industrivarden 

104 

KBC  Group 

1905 

Liberty  Property 

1333 

Metrovacesa 

1986 

High  Tech  Computer 

1354 

IndyMac  Bancorp 

229 

KDDI 

215 

Eli  1  IIKi  S,  Cn 

tn  Liny  fit  LO 

1260 

Metso 

1646 

Hiqo  Bank 

1031 

Infineon  Technologies 

1733 

Keihin  Elec  Express 

742 

Limited  Brands 

1173 

MGIC  Investment 

1150 

William  Hill 

1177 

Infosys  Technologies 

1624 

Keio 

469 

Lincoln  National 

622 

MGM  Mirage 

883 

Hilton  Hotels 

11 

ING  Group 

1680 

Keryo  Bank 

550 

Linde 

1549 

Michaels  Stores 

1821 

Hindalco  Industries 

483 

Ingersoll-Rand 

1273 

Kelda  Group 

1281 

Linear  Technology 

415 

Michelin  Group 

1189 

,  Hindustan  Petroleum 

1082 

Ingram  Micro 

470 

Kellogg 

1641 

Link  Real  Estate  Inv 

1790 

Michinoku  Bank 

1390 

[Hiroshima  Bank 

728 

Inpex 

1085 

Keppel 

1451 

Lite-On  Technology 

1660 

Microchip  Technology 

236 

Hitachi 

779 

Insurance  Australia 

505 

Kerr-Mc<jee 

1384 

Liz  Claibome 

1148 

Micron  Technology 

1166 

Hochtief 

74 

Intel 

1449 

Kerry  Group 

47 

Lloyds  TSB  Group 

55 

Microsoft 

944 

Hokkaido  Electric  Pwr 

898   InterContl  Hotels 

1577 

Kesa  Electricals 

182 

Lockheed  Martin 

1967 

MIE  Bank 

1672 

Hokkoku  Bank 

23  |  IBM 

1460 

Kesko  Group 

221 

Loews 

207 

Millea  Holdings 

1786 

LJrtl/i  latci  i  Pain 

nuKueisu  DdriK 

1263 

Ind  Game  Technology 

359 

KeyCorp 

1782 

Louisiana-Pacific 

1909 

Mills 

1191 

Hokuhoku  Rnl  Group 

274 

international  Paper 

1248 

Keyence 

163 

Lowe's  Cos 

1849 

Minmetals  Development 

1039 

Hokunku  Electric  Pw  ■ 

1295 

International  Power 

751 

KeySpan 

1937 

Lubrizol 

1178 

Mirant 

382 

Holcim 

1188 

Interpublic  Group 

1579 

KGHM  Polska  Miedz 

484 

Lucent  Technologies 

925 

MISC 

71 

Home  Depot 

1366 

Intuit 

303 

Kimberty-Clark 

139 

Lukoil  Holding 

1601 

Mitchells  &  Butlers 

404 

Hon  Hai  Precision  Ind 

1883 

Invensys 

1934 

I 

Kimberly-Clark  Mexico 

1711 

H  Lundbeck 

431 

Mitsubishi  Chemical 

200 
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A  Property 


CNE1 

NETWORKS 


2000 index 


Rank  Company 

Rank 

Company  Rank 

Company 

Rank 

Company 

Rank 

Company 

125  i  Mitsubishi 

620 
1711 

Nintendo 

803 

Onex 

•  986 

Potash  Saskatchewan 

940 
643 

Rohm 

315 
499" 
1446 
608 

Mitsubishi  Electric 

Nippon  Electric  Glass 

1580 

Ono  Pharmaceutical 

294 

Power  Corp  of  Canada 

Rohm  &  Haas 

Mitsubishi  Estate 

766 

Nippon  Express 

1404 

OOIL-Onent  Overseas 

1633 

Powerchip  Semiconduct 

492 

Rolls-Royce 

Mitsubishi  Gas  Chem 

1943 

Nippon  Light  Metal 

961 

OPAP 

644 

PPG  Industries 

1636 

Ross  Stores 

Mitsubishi  Heavy  Inds 

1593 

Nippon  Meat  Packers 

240 

Oracle 

561 

PPL 

769 

Royal  &  Sun  Alliance 

993 

Mitsubishi  Materials 

601 
292 
881 

Nippon  Mining 

1763 

Orascom  Construction 

262 

PPR 

1740 

Royal  BAM  Group 

782 
62 
188 
849 

Mitsubishi  Motors 
Mitsubishi  UFJ  Finl 
Mitsui  &  Co 

Nippon  Oil 

1301 

Orascom  Telecom 

562 

Praxair 

83 

Royal  Bank  of  Canada 

Nippon  Paper  Group 

1590 

Orica 

1307 

Precision  Castparts 

14 

Royal  Bank  of  Scotland 

173 

Nippon  Steel 

1485 

Orient 

1395 

Precision  Drilling 

744 

Royal  Caribbean 

Mitsui  Chemicals 

1760 

Nippon  Steel  Trading 

1794 

Oriental  Bk  Commerce 

1308 

T  Rowe  Price 

7 

Royal  Dutch/Shell 

1835 

Mitsui  Enq  &  Ship 

32 

Nippon  Tel  &  Tel 

1557 

Oriental  Land 

1807 

Primedia 

269 

Royal  KPN 

541    Mitsui  Fudosan 

1999 

Nippon  TV  Network 

1487 

Origin  Energy 

341 

Principal  Financial 

1592 

Royal  Numico 

1694    Mitsui  Mining  &  Smelt 

552 
841 
1424 

Nippon  Yusen 

346 

Orix 

21 

Procter  &  Gamble 

72 

RWE  Group 

571 

Mitsui  OSK  Lines 

Nipponkoa  Insurance 

618 

Orkla 

444 

Progress  Energy 

1376 

Ryanair  Holdings 

276 

Mitsui  Sumitomo  Ins 

Nishi-Nippon  City  Bk 

704 

Osaka  Gas 

323 

Progressive 

1433 

Ryder  System 

487 

Mitsui  Trust 

1821 
796 

Nishimatsu  Construe 

1951 

Oshkosh  Truck 

956 

ProLogis 

1401 

Ryland  Group 

1558 

Mitsukoshi 

NiSource 

709 

OTP  Bank 

1227 

Promina  Group 

740 

S-Oil 

186 

Mittal  Steel 

1697 
65 

Nissan  Diesel  Motor 

1529 

Outokumpu 

778 

Promise 

523 

Sabanci  Group 

1851 

Miyazaki  Bank 

Nissan  Motor 

687 

Oversea-Chinese  Bank 

1295 

Protective  Life 

370 

SABMiller 

1771 

Mizrahi  Tefahot  Bank 

1652 

Nissay  Dowa  Genl  Ins 

1811 

Overseas  Shipholding 

166 

Prudential 

741 

Sacyr  Vallehermoso 

44 

Mizuho  Financial 

1444 

Nisshin  Steel 

1532 

Owens  Corning 

73 

Prudential  Financial 

697 

Safeco 

929 

Mohawk  Industries 

999 

Nitto  Denko 

1439 

Owens-Illinois 

372 

PTT  Public  Company 

440 

Safeway 

540 

MOL 

1938 

Nobel  Biocare  Holding 

434 

Paccar 

983 

Public  Bank 

1264 

Safran 

1972 

Molex 

1383 

Noble 

1649 

Pakistan  Telecom 

854 

Public  Power 

1668 

Sage  Group 

145 

Moller-Maersk 

1038 

Noble  Enerqy 

711 

Parker-Hannifin 

370 

Pub  Svc  Enterprise 

730 

J  Sainsbury 

1152 

Molson  Coors  Brewing 

1406 
1333 

Noble  Group 

1584 

Parmalat 

1164 

Public  Storaqe 

1839 

St  Galler  Kantonalbk 

1695 

Momiji  Holdings 

NOK 

1452 

PartnerRe 

896 

Publicis  Groupe 

532 

St  George  Bank 

652 

Monsanto 

142 

Nokia 

1387 

PartyGaminq 

1170 

Publish  &  Broadcast 

181 

Saint-Gobain 

348 

Monte  dei  Paschi 

226 

Nomura  Holdings 

1910 

Patterson  Cos 

446 

Pulte  Homes 

1066 

St  Jude  Medical 

1106 

Moody's 

157 
843 

Nordea  Bank 

1733 

Patterson-UTI  Energy 

1567 

Puma 

150 

St  Paul  Travelers 

33 

Morgan  Stanley 

Nordstrom 

1203 

Paychex 

1518 

Punch  Taverns 

1916 

Saks 

564 

Wm  Morrison  Supermkts 

358 

Norfolk  Southern 

1550 

PCCW 

1243 

Punjab  National  Bank 

1092 

Salzgitter 

1013 

Mosaic 

430 

Norilsk  Nickel 

873 

Peabody  Enerqy 

1826 

Pusan  Bank 

433 

Sampo 

124 

Motorola 

178 

Norsk  Hydro 

664 

Pearson 

683 

Qantas  Airways 

1081 

Samsung 

815 

MTN  Group 

1818 

Norske  Skogindustrier 

1385 

Peninsular  &  Oriental 

570 

QBE  Insurance  Group 

48 

Samsung  Electronics 

890 

MTR 

851 

Nortel  Networks 

1767 

Penn  West  Petroleum 

392 

Qualcomm 

870 

Samsung  Fire  &  Marine 

80 

Munich  Re 

548 

North  Fork  Bancorp 

401 

JC  Penney 

975 

Quanta  Computer 

1527 

Samsung  Heavy  Inds 

860 

Murata  Manufacturing 

1329 

Northeast  Utilities 

1956 

Pentair 

1306 

Quebecor 

907 

Samsung  SDI 

688 

Murphy  Oil 

480 

Northern  Rock 

1688 

People's  Bank 

885 

Quest  Diagnostics 

1635 

San-ln  Godo  Bank 

1665 

Musashino  Bank 

607 

Northern  Trust 

888 

Pepco  Holdings 

1436 

Questar 

1317 

SanDisk 

891 

Nabors  Industries 

210 

Northrop  Grumman 

695 

Pepsi  Bottlinq  Group 

761 

Qwest  Communications 

650 

Sandvik 

1362 

Nagoya  Railroad 

1182 
1777 

Northwest  Airlines 

1945 

PepsiAmericas 

1252 

Radian  Group 

1474 

Sankyo 

1891 

Namco  Bandai 

NOVA  Chemicals 

128 

PepsiCo 

1637 

RadioShack 

454 

Sanlam 

592 

Nan  Ya  Plastic 

83 

Novartis  Group 

1618 

Performance  Food 

788 

Raiffeisen  Intl  Bank 

1461 

Sanmina-SCI 

1609 

Nanto  Bank 

1603 

Novatek 

748 

Pernod  Ricard 

1208 

Rakuten 

58 

Sanofi-aventis 

1508 

Naspers 

1574 

Novelis 

1051 

Persimmon 

1103 

Randstad  Holding 

1898 

SanomaWSOY 

384 

Na'exis  Banques 

1800 

Novell 

309 

Petro-Canada 

1737 

Rashid  Hussain 

152 

Sanpaolo  IMI 

1885 

National  Aluminium 

676 

Novo  Nordisk 

51 

Petrobras 

1221 

Rautaruukki 

1399 

Santos 

86 

Natl  Australia  Bank 

770 

Novolipetsk  Steel 

52 

PetroChina 

1954 

Raymond  James  Finl 

887 

Sanyo  Electric 

538 

Natl  Bank  of  Canada 

1995 

NRG  Energy 

1657 

Petrol  Ofisi 

306 

Raytheon 

1963 

Sanyo  Shinpan  Finance 

516 

Natl  Bank  of  Greece 

1311 

NSK 

1905 

Petronas  Gas 

558 

Reckitt  Benckiser 

381 

SAP 

211 

National  City 

1655 

NStar 

1852 

Petsmart 

1807 

Red  Electrica  Espana 

1841 

Sappi 

199 

National  Grid 

1468 

NTL 

204 

Peugeot  Groupe 

1519 

Redwood  Trust 

1215 

Sapporo  Hokuyo 

982 

National  Oilwell 

1965 

NTN 

33 

Pfizer 

416 

Reed  Elsevier 

456 

Sara  Lee 

1349 

Natl  Semiconductor 

463 

NTPC 

369 

PG&E 

379 

Regions  Financial 

1503 

SAS  Group 

627 

Nationwide  Financial 

530 

Nucor 

508 

Phelps  Dodge 

298 

Reliance  Industries 

390 

Sasol 

1064 

Navistar  Intl 

1340 

Niirnberger  Beteilig 

1879 

PHH 

1233 

Reliant  Energy 

148 

Saudi  Basic  Inds 

1927 

NCC  Group 

1494 

Nvidia 

1357 

Philippine  Long  Dist 

976 

Remgro 

535 

Saudi  Electricity 

938 

NCR 

1100 

NVR 

135 

Philips  Group 

95 

Renault  Group 

378 

Saudi  Telecom 

335 

NEC  797 

Obayashi 

1608 

Phoenix  Cos 

1200 

Rentokil  Initial 

333 

Sberbank 

1566 

Nelnet 

1882 

Oberbank 

1292 

PICC  Property  &  Cas 

129 

Repsol-YPF 

832 

SCA-Svenska  Cellulosa 

1147 

Neptune  Orient  Lines 

206 

Occidental  Petroleum 

1630 

Pilgrim's  Pride 

1542 

Republic  Services 

1039 

Scana 

799 

Neste  Oil 

1212 

Odakyu  Electric  Rail 

1587 

Pilkington 

1478 

Research  In  Motion 

702 

Scania 

50 

Nestle 

823 

Office  Depot 

537 

Pinq  An  Insurance 

1487 

Resolution 

706 

Scherinq  Group 

1412 

Network  Appliance 

1527 

OfficeMax 

1421 

Pinnacle  West 

172 

Resona  Holdings 

593 

Schennq-Plouqh 

1205 

New  Century  Financial 

1640 

Ogaki  Kyoritsu  Bank 

1591 

Pioneer 

1008 

Reuters  Group 

1134 

Schindler  Holding 

1025 

New  World  Develop 

1537 

OGE  Energy 

1189 

Pioneer  Natural  Res 

1035 

Rexam 

244 

Schlumberger 

1128 

New  York  Community 

1230 

Oil  &  Gas  Development 

1183 

Piraeus  Bank 

465 

Reynolds  American 

332 

Schneider  Electric 

1560 

New  York  Times 

256 

Oil  &  Natural  Gas 

830 

Pirelli  &  C 

1805 

RHM 



1380 

Schroders 

1191 

Newell  Rubbermaid 

1702 

Oita  Bank 

759 

Pitney  Bowes 

1474 

Rhodia 

464 

Charles  Schwab 

1498 

Newfield  Exploration 

686 

Oji  Paper 

1797 

Pixar 

584 

Richemont 

1498 

Scor 

720 

Newmont  Mining 

1987 

Okaya  &  Co 

721 

PKN  Orlen 

395 

Ricoh 

807 

Scottish  &  Newcastle 

130 

News  Corp 

1692 

Oki  Electric  Industry 

800 

PKO  Bank  Polski 

995 

Rinker  Group 

413 

Scottish  &  Southern 

1940 

Nexans 

1220 

OKO  Bank 

1391    Plum  Creek  Timber 

159 

RioTinto 

673 

Scottish  Power 

653 

Nexen 

185 

Old  Mutual 

1568  IPMIGroup 

1158 

Rite  Aid 

1559 

EW  Scripps 

1027 

Next 

972 

Old  Republic  Intl 

291    PNC  Financial  Service 

753 

Riyad  Bank 

680 

Seaqate  Technology 

1290 

Nextel  Partners 

1094 

Olympus 

1540 

Pogo  Producinq 

1479 

Rnhert  Half  Intl 

RUUCi  L  Man  Mill 

1361 

c,pa|pH  Air 

1062 

Nidec 

1090 

Omnicare 

1377 

Polo  Ralph  Lauren 

1255 

CH  Robinson  Worldwide 

288 

Sears  Holdinqs 

1770 

Nil  Holdings 

436 

Omnicom  Group 

784 

Popular 

97 

Roche  Group 

1969 

Seat-Paqine  Gialle 

408 

Nike 

1104 

Omron 

526 

Porsche 

918 

Rockwell  Automation 

265 

SEB-Skand  Enskilda 

638 

Nikko  Cordial 

385 

OMV  Group 

512 

Portugal  Telecom 

1157 

Rockwell  Collins 

783 

Secom 

1111 

Nikon 

I  1 

912 

Oneok 

216 

Posco 

958 

Rogers  Communications 

943 

Securitas 
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Rank 

Company 

Rank 

Company 

Rank 

Company 

Rank 

Company 

1024 

Sega  Sammy 

100 

Sprint  Nextel 

1000 

Taylor  Woodrow 

326 

Toshiba 

180 

Vivendi  Universal 

734 

Seiko  Epson 

1112 

SPX 

1453 

TCF  Financial 

1378 

Tosoh 

968 

VNU 

1143 

Sekisui  Chemical 

1414 

SSAB-SvensktStal 

941 

TD  Ameritrade  Holding 

15 

Total 

398 

Vodafone 

763 

Sekisui  House 

1631 

StanCorp  Financial 

459 

TDC  Group 

1831 

Towa  Bank 

974 

Voestalpine 

1638 

SembCorp  Industries 

285 

Standard  Bank  Group 

905 

TDK 

1363 

Toyo  Seikan  Kaisha 

114 

Volkswagen  Group 

386 

Sempra  Energy 

232 

Standard  Chartered 

1522 

Tech  Data 

520 

Toyota  Industries 

217 

Volvo  Group 

1803 

Serono 

1520 

Standard  Pacific 

1149 

Technip 

12 

Toyota  Motor 

868 

Vornado  Realty 

1843 

ServiceMaster 

1627 

Stanley  Works 

755 

Teck  Cominco 

682 

Toyota  Tsusho 

1294 

Vulcan  Materials 

1072 

SES  Global 

499 

Staples 

1479 

TECO  Energy 

1799 

TransAlta 

1674 

W  Holding 

227 

Seven  &  I  Holdings 

810 

Starbucks 

1631 

Teekay  Shipping 

502 

TransCanada 

1060 

W&W-Wustenrot 

1569 

77  Bank 

692 

Starwood  Hotels 

1118 

Teijin 

1794 

Transmontaigne 

39 

Wachovia 

997 

Severn  Trent 

310 

State  Bank  of  India 

876 

Tele  Norte  Leste 

761 

Transocean 

13 

Wal-Mart  Stores 

739 

Severstal 

350 

State  Street 

81 

Telecom  Italia 

1844 

Travis  Perkins 

234 

Walgreen 

1548 

SGS 

96 

Statoil  Group 

1070 

Telecom  of  NZ 

1428 

Triad  Hospitals 

92 

Washington  Mutual 

1721 

Shanghai  Electric 

764 

Steel  Auth  of  India 

76 

Telefonica 

699 

Tribune 

1241 

Washington  Post 

328 

Sharp 

1892 

Steinhoff  Intl  Hold 

845 

Telekom  Austria 

1131 

TRW  Automotive 

344 

Waste  Management 

1809 

Shaw  Communications 

714 

STMicroelectronics 

850 

Telekom  Malaysia 

1648 

Tsim  Sha  Tsui  Props 

1978 

Waters 

1699 

Shenzhen  Devel  Bank 

1326 

Stockland 

875 

Telekom  Indonesia 

579 

TUI  Group 

801 

Weatherford  Intl 

1001 

Sherwin-Williams 

753 

Stora  Enso 

427 

Telenor 

1049 

Tupras-Turkiye  Petrol 

1619 

Webster  Financial 

1613 

Shiga  Bank 

1008 

Storebrand 

1423 

Telephone  &  Data  Sys 

978 

Turkcell 

114 

WellPoint 

1717 

Shikoku  Bank 

811 

Stryker 

1019 

Tele2 

952 

Turkiye  Garanti  Bank 

26 

Wells  Fargo 

980 

Shikoku  Electric  Pwr 

927 

Siidzucker 

939 

Grupo  Televisa 

319 

Turkiye  Is  Bankasi 

1226 

Wendel  Investissement 

853 

Shimizu 

90 

Suez  Group 

308 

TeliaSonera  Group 

288 

TXU 

1408 

Wendy's  International 

1973 

Shimizu  Bank 

1752 

Sumikin  Bussan 

589 

Telkom 

105 

Tyco  International 

886 

Wesfarmers 

1396 

Shin  Kong  Financial 

1620 

Sumisho  Lease 

1878 

Tellabs 

755 

Tyson  Foods 

544 

West  Japan  Railway 

437 

Shin-Etsu  Chemical 

493 

Sumitomo  Chemical 

195 

Telstra 

956 

UAL 

1409 

Western  Digital 

338 

Shinhan  Financial 

270 

Sumitomo 

576 

Telus 

1706 

Ube  Industries 

1767 

Western  Gas  Resources 

1440 

Shinko  Securities 

563 

Sumitomo  Electric 

998 

Tempie-lnland 

10 

UBS 

455 

George  Weston 

970 

Shinsegae 

1916 

Sumitomo  Forestry 

772 

Tenaga  Nasional 

977 

ULB 

161 

Westpac  Banking  Group 

755 

Shinsei  Bank 

1274 

Sumitomo  Heavy  Inds 

773 

Tenaris 

1976 

UCO  Bank 

318 

Weyerhaeuser 

1993 

Shire 

374 

Sumitomo  Metal  Inds 

1212 

Tenet  Healthcare 

205 

UES  of  Russia 

1002 

Wharf  (Holdings) 

1234 

Shiseido 

1065 

Sumitomo  Metal  Mining 

1256 

Terex 

1506 

UFJ  Central  Leasing 

1379 

Wheelock  &  Co 

920 

Shizuoka  Bank 

1923 

Sumitomo  Mitsui  Con 

1370 

Tema 

1757 

UGI 

775 

Whirlpool 

1083 

Shoppers  Drug  Mart 

414 

Sumitomo  Mitsui  Finl 

894 

Ternium 

1616 

Ultra  Petroleum 

1127 

Whitbread 

1206 

Showa  Denko 

908 

Sumitomo  Realty 

1666 

Terumo 

1476 

Umicore 

916 

White  Mountains  Ins 

768 

Showa  Shell  Sekiyu 

1663 

Sumitomo  Rubber 

122 

Tesco 

923 

Unibail 

1415 

Whole  Foods  Market 

833 

Siam  Cement 

416 

Sumitomo  Trusts  Bank 

936 

Tesoro 

388 

Unibanco  Group 

1053 

Wiener  Stadtische 

1861 

Siam  City  Bank 

554 

Sun  Hung  Kai  Props 

722 

Teva  Pharmaceutical 

85 

UniCredit 

511 

Williams  Cos 

1211 

Siam  Commercial  Bank 

165 

Sun  Life  Financial 

284 

Texas  Instruments 

87 

Unilever 

1659 

Williams-Sonoma 

61 

Siemens  Group 

808 

Sun  Microsystems 

731 

Textron 

1709 

Union  Bank  of  India 

1196 

Willis  Group  Holdings 

1997 

Sierra  Pacific  Res 

1904 

SunCom  Wireless 

1865 

Thai  Airways  Intl 

560 

Union  Fenosa 

1916 

Wilmington  Trust 

1871 

Sigma-Aldrich 

394 

Suncor  Energy 

1330 

Thai  Oil 

271 

Union  Pacific 

1167 

George  Wimpey 

1947 

Signet  Group 

604 

Suncorp-Metway 

1418 

Thai  Petrochemical 

595 

Unipol 

1949 

Winq  Hang  Bank 

1526 

Sime  Darby 

474 

Sunoco 

716 

Thales 

1124 

Uniqa 

1793 

Winn-Dixie  Stores 

659 

Simon  Property  Group 

196 

SunTrust  Banks 

1666 

Thermo  Electron 

1724 

United  Auto  Group 

1225 

Wipro 

578 

Singapore  Airlines 

948 

Supervalu 

1075 

Thomson 

698 

United  Microelectron 

1089 

Wisconsin  Energy 

1738 

Singapore  Petroleum 

261 

Surgutneftegas 

383 

Thomson  Corp 

477 

United  Overseas  Bank 

440 

Wolseley 

1775 

Singapore  Press 

1569 

Suruga  Bank 

1265 

Thornburq  Mortgage 

109 

United  Parcel  Service 

1254 

Wolters  Kluwer 

1751 

Singapore  Tech 

1382 

Suzuken 

198 

3M 

102 

US  Bancorp 

987 

Woodside  Petroleum 

355 

Singapore  Telecom 

481 

Suzuki  Motor 

237 

ThyssenKrupp  Group 

626 

US  Steel 

566 

Woolworths 

1577 

SinoPac  Financial 

263 

Svenska  Handelsbanken 

1616 

Tiffany  &  Co 

108 

United  Technologies 

296 

Woori  Finance  Holdinq 

1309 

Sinopec-Yangzi  Petro 

1055 

Swatch  Group 

1989 

Tiger  Brands 

676 

United  Utilities 

1832 

World  Fuel  Services 

818 

Sistema  JSFC 

801 

Swire  Pacific 

68 

Time  Warner 

103 

UnitedHealth  Group 

442 

WPP 

304 

SK  Corp 

426 

Swiss  Life  Holding 

1642 

Timken 

1455 

Unitrin 

1599 

WPS  Resources 

717 

Skanska 

137 

Swiss  Re  Group 

655 

TJX  Cos 

1784 

Universal  Health 

962 

Wm  Wriqley  Jr 

991 

SKF  Group 

429 

Swisscom 

1818 

TMB  Bank 

1228 

Univision  Commun 

1675 

Wuhan  Iron  &  Steel 

1664 

Sky  Financial  Group 

1905 

Sydbank 

448 

TNT 

539 

UnumProvident 

154 

Wyeth 

302 

SLM 

948 

Symantec 

1161 

Tobu  Railway 

1319 

UNY 

600 

Xcel  Enerqy 

1326 

Slough  Estates 

605 

Syngenta 

1754 

Tochigi  Bank 

616 

UPM-Kymmene 

366 

Xerox 

1156 

SMC 

752 

Synovus  Finl 

1913 

Toda 

1656 

US  Airways  Group 

1440 

Xilinx 

1456 

Smith  &  Nephew 

1300 

Synthes 

1683 

Toho  Bank 

1589 

USG 

731 

XL  Capital 

1119 

Smith  International 

407 

Sysco 

402 

Tohoku  Electric  Power 

844 

Usiminas 

510 

Xstrata 

1172 

Smithfield  Foods 

356 

T  &  D  Holdings 

1869 

Tokyo  Broadcasting 

1381 

UST 

707 

XTO  Enerqy 

945 

Smiths  Group 

1436 

TabCorp  Holdings 

98 

Tokyo  Electric  Power 

305 

Vale  do  Rio  Doce 

473 

Yahoo 

1323 

Smurfit-Stone 

1165 

Taiheiyo  Cement 

809 

Tokyo  Electron 

1208 

Valeo 

996 

Yamada  Denki 

43 

Societe  Generate 

858 

Taisei 

487 

Tokyo  Gas 

132 

Valero  Energy 

1824 

Yamagata  Bank 

898 

Sodexho  Alliance 

1247 

Taishin  Financial 

1713 

Tokyo  Leasing 

1879 

Valiant  Holding 

1596 

Yamaguchi  Bank 

1984 

Sofina 

1301 

Taisho  Pharmaceutical 

1947 

Tokyo  Star  Bank 

1853 

Valley  Natl  Bancorp 

1628 

Yamaha 

776 

Softbank 

1643 

Taiwan  Business  Bank 

1901 

Tokyo  Steel  Mfg 

1386 

Vallourec 

745 

Yamaha  Motor 

1011 

Sojitz 

1546 

Taiwan  Cooperative  Bk 

1729 

Tokyo  Tomin  Bank 

1732 

Van  Lanschot 

1703 

Yamanashi  Chuo  Bank 

1502 

Solectron 

1530 
339 

Taiwan  Mobile 

683 

Tokyu 

1689 

Varian  Medical  System 

871 

YamatoTiansport 

547 

Solvay  Group 

Taiwan  Semiconductor 

1341 

Tokyu  Land 

552 

Vattenfall  Europe 

1942 

Yamazaki  Bakinq 

368 

Sompo  Japan  Insurance 

1197 

Takashimaya 

881 

Toll  Brothers 

1609 
495 

Vedior 

1727 

Yanzhou  Coal  Mining 

1101 

Sonae  SGPS 

252 

Takeda  Pharma 

1369 

Tomen 

Veolia  Environnement 

1304 

Yapi  ve  Kredi 

1952 

Songbird  Estates 

765 

Takefuji 

1246 

Tomkins 

889 

Verbund 

1034 

Yara  International 

1838 

Sonic  Automotive 

705 

Talisman  Energy 

1859 

Tong  Yang  Major 

1504 

Verisign 

1747 

Yell  Group 

107 

Sony 

138 

Target 

647 

Toppan  Printinq 

25 

Verizon  Commun 

1930 

Yokogawa  Electric 

1873 

Soriana 

1163 

Tata  Consultancy 

648 

Toray  Industries 

964 

VF 

1238 

YRC  Worldwide 

1903 

South  Financial  Group 

1215 

Tata  Motors 

952 

Torchmark 

353 

Viacom 

685 

Yum  Brands 

231 

Southern  Co 

1142 

Tata  Steel 

1981 

Torm 

1311 

VimpelCom 

874 

Zimmer  Holdinqs 

590 

Southwest  Airlines 

1195 

Tate  &  Lyle  Group 

1413 

Toro  Assicurazioni 

260 

Vinci  Group 

840 

Zions  Bancorp 

644 

Sovereign  Bancorp 

779 

Tatneft 

143 

Toronto-Dominion  Bank 

1346 

Visteon 

70 

Zurich  Financial  Svcs 
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Cleaned  Out 


A  little  pricing  power  can  go  a  long  way 
toward  reversing  a  stock  slide.  The 
maker  of  cleansers,  Glad  trash  bags  and 
Kingsford  charcoal,  Clorox  (62,  CLX),  got 
hurt  last  year  when  rising  raw  materials 
costs — mainly  oil  and  resin — pulled 
down  earnings.  But  over  the  summer 
the  company  hiked  prices  8%  for  many 
products. 

While  earnings  for  fiscal  2006  s  first 
half  (ended  Dec.  31)  fell  76%  to  $192  million,  Wall  Street 
bought  the  Clorox  line  that  the  damage  is  contained.  The 
stock  is  almost  back  to  the  $64  high  it  set  in  April  2005. 
Shares  began  climbing  again  in  December,  when  Clorox 
announced  higher  earnings-per-share  estimates  for  the 
quarter  and  went  on  to  beat  them.  It  helped  that  Clorox  has 
shrunk  the  share  base  with  a  huge  buyback. 

Oppenheimer  analyst  Linda  Bolton  Weiser  says  the  latest 
run-up  is  not  sustainable.  Competitors  are  not  following  suit  in 
trash  bags  or  cleaners,  she  says,  and  customers  are  likely  to  switch 
to  cheaper  brands.  Another  concern:  In  early  March  Chief  Exec- 
utive Gerald  E.  (Jerry)  Johnston,  58,  suffered  a  heart  attack,  and 


though  an  interim  leader  was  put  in  place,  Bolton  Weiser  is 
concerned  Clorox  does  not  have  a  succession  plan. 

Clorox  s  trailing  price/earnings  ratio  of  21  is  on  par  with 
those  of  Procter  &  Gamble  (22)  and  Colgate-Palmolive  (23). 
But  they  have  better  prospects  because  of  their  higher-margin 
personal  care  businesses,  which  Clorox  does  not  have.  We  say 
short  Clorox.  — Tatiana  Serafin 


Good  Call 


Mobile  phone  maker  Motorola  (22,  MOT) 

is  one  of  those  tech  rebound  stories  that 
Wall  Streeters  love  to  talk  about  around 
the  campfire.  Having  paid  its  penance 
following  the  tech  crash,  it  has  become  the 
hot  shop  for  cell  phones. 

After  hitting  $54  in  early  2000,  the 
stock  slid  all  the  way 
down  to  $7  in  2003.  The 
company  lost  money  in 
2001  and  2002,  as  sales 
drooped.  But  since 
Chief  Edward  Zander 
took  over  in  January 
2004,  Motorola  is  back. 
Last  year  sales  increased  18%  to  $36.8  bil- 
lion; net  Income  tripled  to  $4.5  billion. 

UBS  analyst  Maynard  J.  Um  thinks 
there  is  still  plenty  of  room  for  growth. 
Already  the  number  one  cell  phone  player 
in  the  Americas  and  second  in  the  world, 
behind  Nokia,  Motorola  should  continue 


to  gain  market  share,  Um  says.  The  entic- 
ing designs  of  its  handsets,  particularly 
the  ultrathin  Razr  models,  have  driven 
this  success.  Motorola  is  making  headway 
in  emerging  markets  such  as  India,  where 
Razrs  are  very  popular.  And  it  is  getting 
into  the  digital  music  download  business 
with  the  launch  of  its  iRadio  subscription 
service. 

With  a  P/E  of  12,  Motorola  is  cheaper 
than  Finland's  Nokia  (20),  not  to  mention 
other  telecom  equipment  makers  like 
Qualcomm  (37).         —Megan  Johnston 


Crop  Failure 


That  dread  purveyor  of  Frankenfoods, 
Monsanto  (82,  MON),  turns  out  to  be 
growing  quite  nicely.  The  stock  is  up  38% 
over  the  past  year  as  demand  increases  for 
its  genetically  modified  seeds,  which  grow 
into  plants  that  are  better  able  to  with- 
stand insects,  disease  and/or  herbicides 
than  other  crops. 

Monsanto's  sales  gains  are  solidly  in 


Stock  price 


the  double  digits,  even  though  earnings 
are  flat  from  a  falloff  in  its  herbicide  busi- 
ness. Farmers  in  the  U.S.,  Latin  America 
and  Australia  are  big  buyers,  and  even  the 
bio-spooked  Europeans 
may  start  softening 
their  hostility  a  bit.  The 
World  Trade  Organiza- 
tion is  poised  to  rule 
against  the  European 
Union's  ban  on  import- 
ing so-called  GM  food. 
Chief  Hugh  Grant  has  poured  money  into 
acquisitions  and  raised  the  dividend. 

Monsanto,  of  course,  has  competitors. 
One  that's  coming  on  strong  is  DuPonfs 
Pioneer  Hi-Bred  division.  While  Juli  C. 
Niemann,  stock  analyst  at  Smith  Moore, 
thinks  Monsanto  has  a  great  future,  she  is 
concerned  that  the  stock  is  ahead  of  itself 
and  ready  for  a  correction.  With  a  lofty  63 
trailing  P/E,  Monsanto  is  far  pricier  than 
rivals  like  Syngenta  (25)  and  BASF  (11). 
We  say  short  Monsanto.  — Phyllis  Berman 
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Portfolio  Strategy  Kenneth  L  Fisher 


LESSONS 
FROM  LURIE 


WITH  THIS  ISSUE  I  OVERTAKE  SIDNEY  B.  LURIE 
to  become  the  fifth-longest-running  financial 
columnist  in  Forbes'  88-year  history.  Lurie 
wrote  "The  Market  Outlook"  on  these  pages 
between  1954  and  1976.  A  lot  of  what  he  said 
back  then  about  market  psychology  is  still  valid  today. 

Lurie,  who  died  in  1985,  had  been  research  head  at  Paine 
Webber,  where  he  wrote  the  world's  first  recurring  brokerage 
house  market  letter,  and,  during  most  of  his  FORBES  years,  at 
Josephtal  &  Co.  A  general  ist  covering  a  wide  array  of  topics,  he 
was  a  marvelous  writer  and  also  a  marvelous  excavator  of 
obscure  facts. 

He  knew  then  what  you  need  to  know  now,  that  it  is  pointless 
to  make  investment  decisions  unless  you  are  doing  so  based  on 
information  you  don't  think  others  widely  possess.  Otherwise 
you  would  be  better  off  in  an  index  fund,  since  you  will  just  get 
lucky  sometimes  and  unlucky  others.  In  a  world  with  much  less 
information  flow  than  ours  Lurie  devoured  obscure  industry 
trade  journals,  often  extracting  a  minor  footnote  about  invento- 
ries or  a  new  product  and  building  a  theme  around  it.  In  his  very 
first  column  he  said,  "The  market  usually  rings  a  bell  before 
changing  direction,  but  few  people  hear  it." 

He  knew  that  to  see  the  market  right  you  also  had  to  see  it 
"colorfully,"  by  which  he  meant  big  bright  themes  that  might  now 
look  like  a  color  PowerPoint  pie  chart.  He  coined  the  terms  "Fab- 
ulous Fifties"  and  "New  Era"  to  describe  the  1950s  (when  the 
S&P  500  rose  more  than  19.2%  annually),  not  believing  that  the 
market  had  to  go  down  in  the  latter  half  of  the  decade  just 
because  it  had  done  well  in  the  first  half.  He  said  things  like, 
"Don't  get  scared— yet!"  He  wasn't  a  permabull  or  permabear.  He 
was  always  looking  for  the  turn  but  could  remain  bullish  or  bear- 
ish longer  than  most  investors  because  he  knew  trends  usually 
extend  to  extremes. 

On  Nov.  1,  1958,  late  in  a  very  bullish  year  (during  which 
stocks  rose  43%J,  he  said,  "That  the  market  is  'high'  by  all  tradi- 


tional standards  of  measurement  doesn't  in  itself  mean  that  a 
decline  is  inevitable."  The  S&P  rose  for  the  next  three  years. 
Today's  bevy  of  believers  in  the  inevitability  of  rapid  reversion  to 
the  mean  could  learn  lots  from  Lurie. 

I  remain  bullish  and  believe  that  buying  pressure  will  con- 
tinue from  companies  using  their  excess  cash  and  low  aftertax 
borrowing  costs  to  either  acquire  competitors  or  shrink  their 
own  capitalizations  in  buybacks.  Following  the  takeover  theme 
of  last  month's  column,  I  offer  four  plausible  acquisition  targets 
with  which  you  can  win  whether  they  are  taken  over  or  not. 

Toronto's  Inco  (49,  N)  is  the  world's  second-largest  producer 
of  nickel  after  Russia's  Norilsk  Nickel.  This  widely  used  industrial 
material  is  a  component  of  stainless  steel  and  shows  up  in  hun- 
dreds of  thousands  of  products;  its  price  has  climbed  330%  over 
the  past  20  years  to  $13,380  a  metric  ton.  At  16  times  this  year's 
earnings,  Inco  carries  a  market  value  of  $9  billion  and  would  be 
an  easy,  profitable  acquisition  for  any  of  numerous  natural 
resource  companies.  If  it  isn't  acquired,  it  is  still  a  good  stock. 
Belgium's  Delhaize  Group  (71,  DEG)  is  a  gradually  growing  food 

retailer  with  2,500  stores  on 
three  continents.  In  the  U.S.  it 
has  Food  Lion,  Hannaford  and 
Kash  n'  Karry.  Delhaize  has  re- 
cently expanded  into  faster- 
growing  eastern  Europe  and 
Asia.  At  14  times  this  year's 
earnings  it's  a  cheap  way  to  get 
moderate  growth.  Its  $6.6  billion 
market  cap,  with  $22  billion  in 
revenues,  makes  it  affordable 
to  competitors  and  private- 
equity  firms  alike.  There  are  no 
control  positions  to  block  a 
takeover. 

Bausch  &  Lomb  (68,  BOL),  headquartered  in  Rochester,  N.Y., 
has  been  a  prime  brand  in  eye  care  for  decades  and  is  well-posi- 
tioned for  growth  across  100  countries.  Its  contact  lenses,  solu- 
tions, pharmaceuticals  and  surgical  equipment  should  see  good 
volume  as  the  world's  population  ages.  Through  acquisition  it  has 
recently  become  the  leader  in  ophthalmic  pharmaceuticals  in 
China,  which  should  help  accelerate  growth.  But  it  is  defenseless 
against  a  takeover,  which  at  17  times  this  year's  earnings  would 
immediately  boost  the  acquirer's  earnings  per  share. 

PerkinElmer  (23,  PKl)  in  Boston  has  a  similar  look.  It  is  one 
of  the  grand  old  brand  names  in  analytical  instruments  sold  to 
the  health  sciences  world.  If  health  care  does  well  in  the  decades 
ahead — highly  probable,  given  aging  demographics- 
PerkinElmer  should  do  well.  You  can  be  proud  of  this  stock  in 
its  own  right,  but  it  would  make  a  marvelous  product-line 
extension  for  any  big  health  care  outfit.  It  sells  at  16  times  2006 
earnings.  F 


I  remain  bullish. 
Pressure  on  the 
upside  will 
keep  coming 
from  cash-rich 
companies 
doing  buybacks 
and  buyouts. 


I  Forbes 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money 
manager.  Visit  his  home  page  at  www.forbes.com/fisher. 


208      FORBE.       APRIL  17,  2006 


AstraZeneca 


CHARITY  CHALLENGE 


AFTER  THREE  ROUNDS 


THERE'S  NO  GUARANTEE 
WHO  WILL  WIN. 

Except  for  charity. 

AstraZeneca,  a  world  leader  in  the  development  of  innovative  medicines,  is  proud  to  partner  with  the  PGA  TOUR 
to  bring  you  the  AstraZeneca  Charity  Challenge.  This  season-long  competition  contributes  $100,000  —  at  each 
of  35  PGA  TOUR  events  —  to  health  care  charities  that  share  our  commitment  to  educating  and  treating 
patients  suffering  from  a  wide  range  of  diseases.  The  contributions  are  made  in  the  name  of  the  tournament  and 
of  the  leader  entering  the  final  round.  At  the  end  of  the  2006  season,  the  AstraZeneca  Charity  Challenge  will 
have  donated  a  three-year  combined  total  of  $9.7  million  to  charities  supporting  the  health  of  children  and 
families  in  communities  across  the  country.  For  more  information,  log  on  to  astrazeneca.pgatour.com. 


Past  AstraZeneca  Charity  Challenge  Recipients  Include: 


my  Prep 

herican  Cancer  Society  of  Orlando 

terican  Heart  Association  of  Phoenix 

iold  Palmer  Hospital  for  Children  &  Women 

irora  Health  Care 

ptist  Health  —  Wolfson's  Children's  Pediatric 
Catheterization  Unit 
sey  tee  Ball  Foundation 
ntury  Club  Health  Care  Partners 
ildren's  Healthcare  of  Atlanta 

Children's  Hospital  at  Westmead  (Australia) 

Children's  Hospital  Foundation 
ildren's  Inn  at  National  Institute  of  Health 
ildren's  Medical  Center  Foundation  of  Central  Texas 
ristus  Schumpert  Foundation 


Columbus  Children's  Hospital 
Cook  Children's  Medical  Center 
Cystic  Fibrosis  Foundation  of  Orlando 
Desert  Classic  Charities 
Doembecher  Foundation 

Driving  4  Life  —  ALS  Therapy  Development  Foundation 

Evans  Scholars  Foundation 

Fundacidn  Sergio  Garcia 

Genesys  Regional  Medical  Center 

Gilda'sClubof  Quad  Cities 

Homes  for  Our  Troops 

Houston  Golf  Association 

Kapalua  Maui  Charities 

Lance  Armstrong  Foundation 

Levine  Children's  Hospital 


Maria  Fareri  Children's  Hospital 
Memorial  Health  University  Medical  Center 
Mercy  Hospital 
Misericordia  Home 
Neediest  Kids 

Nevada  Childhood  Cancer  Foundation 
Nicklaus  Children's  Health  Care  Foundation 
Ochsner  Clinic  Foundation 
Parkinson's  Disease  Support  Network.  O.K.I 
Phoenix  Rescue  Mission  for  Women  and  Children 
Robert  H.  Lurie  Comprehensive  Cancer  Center 

at  Northwestern  University 
Ronald  McDonald  House  of  South  Florida 
Ronald  McDonald  House  Westmead  (Australia) 
Salesmanship  Club  Youth  and  Family  Centers 


Salinas  Valley  Memorial  Hospital 

Santa  Monica  —  UCLA  Medical  Center 

Scripps  Health  Foundation 

Shark  Shootout  Charities.  Inc. 

St  Jude  Children's  Hospital 

St  Patrick's  Intensive  Care  Unit  Foundation  (Ireland) 

Tiger  Woods  Foundation 

Uniontown  Hospital 

The  University  of  Chicago  Cancer  Risk  Clinic 

Vanderbilt  Children's  Hospital 

Variety  —  The  Children's  Charity  of  Greater 

Philadelphia 
Victory  Junction  Gang 
VNA  Health  Care 

Waianae  Coast  Comprehensive  Health  Center 


2006  AstraZeneca  Pharmaceuticals  LP.  All  rights  reserved. 


The  Contrarian 


WHAT  PRICE 
GOOGLE? 


■g  S  GOOGLE'S  GROWTH  BEGINNING  TO  EBB?  WHEN  THE 
I  hotshot  search  company  announced  quarterly  earnings 
I  Jan.  31  of  $1.54  a  share,  Wall  Street  was  shocked.  That 
I  was  12.5%  short  of  analysts'  consensus  estimate  ($1.76). 
mm  Google  stock— which  had  been  sold  to  the  public  in 
August  2004  at  $85,  then  rose  to  $475 — tumbled  on  the  news 
of  the  Jan.  31  shortfall.  Now  at  $340,  the  shares  haven't  been 
helped  by  a  controversy  over  truckling  to  the  Chinese  regimes 
censorship  and,  especially,  by  late  February  remarks  from  its 
chief  financial  officer  that  growth  rates  were  slowing. 

The  truth  is  that  this  advertising  business  still  is  overvalued. 
Pricing  it  at  68  times  trailing  earnings,  the  market  is  forecasting 
high  growth  for  many  years  ahead. 

But  analysts  don't  seem  to  have  learned  their  lesson.  The 
full-year  2006  Google  consensus  was  $8.79  before  the  earn- 
ings announcement,  and  yet  in  late  March  it  rose  to  $8.83. 
Analysts  may  whine  that,  unlike  other  companies,  Google 
doesn't  provide  "guidance,"  which  lets  them  be  unquestioning 
conduits  for  the  management  line.  But  whether  analysts  are 
spoon-fed  the  numbers  or  do  some  real  forecasting  work,  their 
projections  are  suspect. 

Look  at  the  historical  evidence,  which  shows  that  analysts' 
forecasts  are  way  off  the  mark.  That's  particularly  bad  news  for 
anyone  wanting  to  bet  on  a  few  high-flying  issues.  A  sample  of 
analysts'  consensus  estimates  between  1973  and  2004  that  my 
firm  analyzed  showed  the  forecasters  were  off  by  an  average  41%. 
(We  are  currendy  updating  the  data  to  include  2005.)  The  study 
includes  estimates  for  1,200  stocks  tracked  by  Able  Noser  in  the 
early  1970s  to  2,500  from  First  Call  in  the  late  1990s.  We  com- 
pared the  final  consensus  forecasts  with  the  actual  earnings  dis- 
closed by  the  companies. 

To  be  sure,  analysts  are  doing  better  than  they 
were  doing  30  years  ago.  Thomson  says  that  for  its 
IBES  database  of  earnings  estimates  for  the  well-fol- 


David  Dreman 


lowed  S&P500  since  1994,  the  discrepancy  between  consen- 
sus forecasts  and  actual  results  came  to  only  3.2%,  which  I 
think  is  low.  But  I  have  another  problem  with  bullish  growth 
forecasts.  To  justify  sky-high  multiples,  it  isn't  enough  for 
investors  to  guess  next  quarter's  earnings  figure  and  to  be  right 
about  it.  They  have  to  have  a  high  degree  of  confidence  that 
growth  will  continue  for  the  next  quarter  and  the  next  year 
and  for  many  years  thereafter.  Can  anyone  really  be  confident 
about  the  distant  future  at  Google  or  Amazon  or  Cisco  or  any 
other  technology  favorite?  If  the  current  quarter  can  miss  by 
12.5%,  the  2009  forecast  is  no  more  than  a  wild  guess. 

As  always  when  bad  news  hits  a  stock  that  analysts  love, 
the  outcome  is  harsh.  In  the  past  two  years  people  once 
again  became  believers  in  bubble-era  favorites.  These  darlings 
saw  their  prices  revive  and  analysts  propped  up  their  forecasts 
to  go  along— then  reality  hit.  Telecom  equipment  maker  Nor- 
tel Networks  is  down  67%  from  its  2004  high.  Semiconductor 
outfits  Agere  Systems  and  PMC-Sierra  are  off  64%  and  50%, 
respectively;  broadband  gear  provider  JDS  Uniphase  is  down 
32%  from  its  postbubble  high. 

Don't  buy  glamour  stocks 
like  these.  Buy  solid  earners  at 
reasonable  multiples. 

The  price  of  natural  gas 
is  down  half  from  its  high. 
But  still  the  long-term  prospects 
for  energy  producers  are  good. 
Domestic  driller  Anadarko 
Petroleum  (99,  APC)  had  solid 
2005  earnings,  with  another 
good  gain  expected  in  2006. 
Anadarko  is  using  its  huge  cash 
flow  to  acquire  small  explo- 
ration firms  and  late  last  year 
authorized  a  $1  billion  stock 
buyback  Anadarko  trades  at  ten  times  earnings  and  yields  0.7%. 

Down  22%  from  its  2005  high,  EnCana  (47,  ECA)  is  one  of  the 
largest  gas  producers  in  North  America.  And  EnCana  is  investing 
heavily  in  extracting  petroleum  from  Alberta's  Athabasca  tar 
sands.  Revenues  continue  to  rise  rapidly.  The  company  also  is 
selling  off  noncore  assets,  such  as  a  gas-storage  business  and  a 
pipeline  operation  in  Colorado,  to  further  reduce  its  debt,  now  at 
30%  of  its  capital  structure.  P/E  is  12,  yield  0.6%. 

Selling  5,000  products  ranging  from  Post-it  notes  to  asthma 
inhalers  in  200  countries,  Dow  Jones  component  3M  (77,  MMM) 
reinvents  its  product  line  every  five  years.  Earnings  have  grown  at 
a  13%  rate  over  the  past  five  years  and  are  likely  to  be  up  10%  this 
year.  P/E  is  18,  yield  2.4%. 

Well-managed  United  Technologies  (59,  UTX)  makes  jet 
engines,  air  conditioners  and  elevators.  The  P/E  of  19  is  war- 
ranted by  the  14%  earnings  growth  rate.  Yield  is  1.5%.  F 


The  search 
service  darling 
shows  how 
once  again  the 
analysts  are 
way  wrong  on 
estimating 
earnings. 


Forbes 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey 
City,  N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next 
Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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:ommitmeiiKmade  by  th&vfoliowHfg  C^porate  Menders  to  The  Museum  of  Modern  Art 


SPONSOR 
$50,000  AND  ABC 
nonymous 

i  Augustinus  Founjjijti 
Baftqna  Republic, 
Bloomberg 
BNP  Pa> 
CBS  Oy 

ThgJJanish  Ministry  of 

Commerce 
The  Danish  MinisKy  of  Culture 

anske  Bank 
F0N1es.com 

IBM  international  Foundation 
JPMorgan  Chase 
Knud  Hsjgaards  Fond 
Lehman  Brothers 
The  New  York  Review' of  Books 
Oticon  Fonden 
Sotheby's,  Inc. 
Time  Warner 
UBS 

USM  Modular  Furniture 
WNBC 

Yellow  Book  USA 
LEADER 

$25,000-$49,999 
Anonymous 
AEA  investors  LLC 
ALTANA  AG 

American  Century  Investments 
Angelo,  Gordon  &  Co.,  LP. 

olio  Management  LP. 
Association  of  Independent 
Commercial  Producers 
(AICP) 
Bank  of  America 
The  Bank  of  New  York 
Bowne  of  New  York  City 
Bristol-Myers  Squibb  Co. 
Carl  Hansen  &  Sfln 
CIBC  World  Markets 
The  William  J.  Clinton 

Foundation  ' 
Cravath,  Swaine  &  Moore  LLP 
Dermatologic  Society  of 
^-IJreater  New  York 
Deutsche  Bank 
Dewey  Ballantine  LLP 
D  Line  International  AS 
Erik  Bagger  A/S 
Erik  Jprgensen 
The  Estee  Lauder 
Companies  Inc. 
Eva  Denmark  A/S 
Financial  Security  Assurance 
(FSA) 

FLAG  Capital  Management,  LLC 
Fritz  Hansen.  \ 
Fujisankei  Communications 

International,  Inc. 
Fulbright  &  Jaworski  L.LP. 
Georg  Jensen! 

George  Little  Management,  LLC 
Globe  Furniture 
Goldman,  Sachs  &  Co. 
Gubi 

Johnson  &  Johnson 


itten  Muchin  Rosenlsan  LLP 
Keefe,  Bruyette  &  Woot%  Inc. 
Kobenhavn  Design 
Linklanrs 
Meilon 

The  Mitsui"HSA  Foundation 
Morgan  Stan: 
NBC-Universaf 
New  York  Stock  tytpftange 
L  Foundation, 

f  York  University ^ern 
Sct)opm  Business 
Nixpfff eabody  LLP 
ormamvCopenhagen 
Paul,  Weisv,  Rifkind,  Whartol 

&  Garrisoi 
R.  Randers 
Rosendahl 
oyal  Copenhagei 
Royal  Danish  Consulate 

General 
Samsung  Electronics 

America-,  Inc. 
Scandinavian  Airlines  System 
SG  Corporate  &  Investment 

Banking 
Skadden,  Arps,  Slate,  Meagher 

&  Flom  LLP 
Sidley  Austin  LLP 
Sony  Corporation  of  America 
Towers  Perrin 
Verizon  Foundation 
The  Walt  Disney  Company 
Warburg  Pincus 
W.P.  Stewart  &  Co..  Ltd. 

BENEFACTOR 
$15,000-$24,999 
American  Express  Company 
AXA  Foundation 
CALYON  Corporate  & 

Investment  Bank 
Chieftain  Capital 

Management,  Inc. 
Christie's 
Citigroup 

Clifford  Chance  US  LLP 
Colgate-Palmolive 
Con  Edison 

Conde  Nast  Publications 
A  Corporation  for  Art  + 

Commerce 
Credit  Suisse  First  Boston 
Euro  RSCG  Worldwide 
Glorious  Food,  Inc. 
HSBC  Bank  USA 
IBM  Corporation 
ING 

IXIS  Capital  Markets 
John  Wiley  &  Sons,  Inc. 
Kramer  Levin  Naftalis  & 

Frankel  LLP 
Limited  Brands 
Liz  Claiborne  Inc. 
Loews  Corporation 
Maharam 

Marsh  &  McLennan 
Companies,  Inc. 
The  McGraw-Hill  Companies 


Merrill  lynch  & JMT,  Inc. 
MetLife 
MTV 

The jykfody's'f oundation 

i  New  Schoo 
'Newsweek,  lnc> 
,.  Orrick,  Herrlngtof\& 

Sutcliffe  LLP 
Pearson,  pic 
Pfizer  Inc 
PricewaterhouseCooper\LLP 
Porsche.  Cars  North 

America,  Inc. 
Random  House.  Inc. 
The  Rockefeller  University 
SAS  CARGO 
*  Schoo!  of  Visual  Arts 
TIAA-CREF 
Tishman  Speyer 
Torys  LLP 

Toyota  Motor  North 

America,  Inc. 
U.S.  Trust  Corporation 

Foundation 
Violy  and  Company 
Wachtell,  Lipton,  Rosen  &  Katz 
White  &  Case  LLP 
Willkie  Farr  &  Gallagher  LLP 
Young  &  Rubicam  Inc. 

PATRON 

$10,00O-$1 4,999 
Altria  Group,  Inc. 
Arnhold  and  S.  Bleichroeder 

Holdings,  Inc. 
Canon  U.S.A.,  Inc. 
Dai  Nippon  Printing  Co.,  Ltd. 
First  Manhattan  Co. 
Glenwood  Management  Corp. 
IF IL  USA  Inc. 
Reckson  Associates 

Realty  Corp. 
The  Warwick  New  York  Hotel 
W.P.  Carey  &  Co.  LLC 

ASSOCIATE 
$5,000-$9,999 
Automatic  Data 

Processing,  Inc. 
Century  21  Construction 
Credit  Industriel  et 

Commercial 
Deutsche  Telekom 
DFDS  Transport  (US),  Inc. 
The  Doris  Duke  Charitable 

Foundation 
Fidelity  Investments 
Fisher  Scientific 

International  Inc. 
Frank  Crystal  &  Co.,  inc. 
The  Guardian  Life  Insurance 

Company 
H.  Parkin  Saunders  Inc. 
HarperCollins  Publishers 
Hilton  Family  of  Hotels  in 

New  York  City 
Hypo  Real  Estate  Capital  Corp. 
ITOCHU  International  Inc. 
Masterpiece  International  Ltd. 


Material  Connexion 
MEAG  New  York  Corporation 
The  Norinchukin  Bank 
Pierre  and  Maria-Gaetana 
Matisse  Foundation 
&  Mather  Worldwide 
kauer  Rose  LLP 
ank  International 
Rogers  &  Goffigon  Ltd. 
Room&Board 
The  Shoreham  Hotel 
Siegel  &  Gale 
Siemens  Corporation 
The  St.  Regis  Hotel,  New  York 
Sumitomo  Corporation 

of  America 
Tannenbaum  Helpern  Syracuse 

&  Hirschtritt  LLP 
The  Vilcek  Foundation 
Xerox  Corporation 

FRIEND 

$2,500-$4,999 
AKRF,  Inc. 
Angel  Orensanz 

Foundation,  Inc. 
CHAMBERS 
Chanel,  Inc. 
Charmer  Industries 
Chubb  Group  of  Insurance 

Companies 
D.A.P/Distributed  Art 

Publishers,  Inc. 
Dresdner  Kleinwort 

Wasserstein,  LLC 
Focus  Investment  Group 
FXFOWLE  Architects,  P.C. 
Aaron  and  Marion  Gural 

Foundation 
Herman  Miller  Inc. 
Hines 

Huntington  T.  Block  Insurance 

Agency,  Inc. 
J.C.  &  F.  Services,  Inc. 
Julius  Lowy  Frame  & 

Restoring  Co.,  Inc. 
La  Prairie 

McCann-Erickson  USA,  Inc. 
Mitsui  Fudosan  America,  Inc. 
Mizuho  Corporate  Bank,  Ltd. 
Novartis  Corporation 
NYKLine  (North  America)  Inc. 
The  Research  Board 
Roche 

Roiex  Watch  U.S.A.,  Inc. 
The  Fan  Fox  and  Leslie  R. 

Samuels  Foundation,  Inc. 
Siam  Productions  LLC 
Surdna  Foundation 


Join  now  to  start  enjoying  the  benefits  of  Corporate  Membership  at  MoMA:  the  opportunity  to  host  corporate  events  in  the  Museum, 
free  admission  for  employees  and  guests,  invitations  to  exhibition  openings,  discounts  in  the  MoMA  Stores,  and  more. 

Contact  Katherine  Lyons,  Senior  Associate  Director  of  Development  (212)  708-9670,  katherine_lyons@moma.org  or  visit 
www.moma.org/corporate  for  more  information. 

MoMA  (212)708-9400  MoMA.org 

List  reflects  Corporate  Membership  as  of  February  2006. 
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Steve  H.Hanke 


GO  FOR 
DIVIDENDS 


FOLLOWING  THE  ACCOUNTING  SCANDALS  THAT  SUR- 
rounded  the  collapse  of  Enron  and  WorldCom,  Wash- 
ington had  to  do  something.  In  July  2002  Congress 
passed  the  Sarbanes-Oxley  Act.  Then  in  April  2003  the 
securities  regulators  hammered  out  a  setdement  with 
ten  Wall  Street  firms.  The  law,  as  well  as  the  setdement,  was  sup- 
posed to  improve  accounting  and  auditing  and  put  a  stop  to  mis- 
leading financial  information.  It  was  all  intended  to  restore  the 
publics  confidence. 

Well,  not  everyone's  confidence  was  restored.  In  my  Apr.  12, 
2004  column,  "Where's  the  Cash?,"  I  argued  that  accounting 
numbers  are  subjective  and  malleable.  So,  don't  look  at  the  bot- 
tom line;  look  instead  at  free  cash  flow.  This  is  cash  generated 
from  operations  minus  oudays  for  plant  and  equipment,  and  it 
measures  the  amount  of  cash  an  owner  can  extract  from  a  busi- 
ness. Cash  flow  is  much  more  reliable  and  stable  than  earnings: 
Over  the  past  45  years  corporations'  earnings  volatility  is  about 
three  times  as  high  as  cash  flow  volatility.  If  nothing  else,  focusing 
on  cash  flow  will  raise  a  red  flag  before  you  are  tempted  by 
another  WorldCom. 

But  cash  might  be  even  better  in  an  investor's  pocket  than  in 
a  company's  bank  account.  In  addition  to  common  sense,  this 
notion  is  based  on  sound  economics  and  empirical  evidence. 
Over  time  the  total  return  on  a  stock  will  track  the  sum  of  its  div- 
idend yield  and  its  dividend  growth  rate.  Indeed,  all  but  a  sixth  of 
the  6.5%  real  annual  return  on  stocks  over  the  past  century  con- 
sists of  the  sum  of  dividend  yield  and  dividend  growth.  (The  bal- 
ance reflects  a  rise  in  how  much  investors  are  willing  to  pay  to 
get  a  dollar  of  dividend-paying  ability.)  A  cash  dividend  is  a  wor- 
thy substitute  for  growth— that  is,  for  capital  gains.  At  the 
moment,  the  two  kinds  of  return  are  taxed  at  the  same  15%  rate. 

In  an  ideal  world,  where  management  worked  with  only 
shareholders'  interests  in  mind,  and  where  no 
fudging  took  place  in  financial  statements,  it 
wouldn't  matter  whether  businesses  paid  cash  div- 


idends the  way  Verizon  does  or  reinvested  cash  the  way  Berk 
shire  Hathaway  does.  But  given  the  imperfect  world  we  live  in,  I 
want  to  see  a  healthy  dividend  before  I  buy  a  stock  There  are  two 
reasons,  one  positive  and  one  negative. 

The  positive,  intuitive  idea  is  that  companies  adjust  dividend 
payouts  to  signal  prospects.  Corporate  insiders  have  better  infor- 
mation about  potential  sales  growth,  margins  and  free  cash  flows 
than  investors  do.  Dividends  are  simply  an  efficient  way  for  insid- 
ers to  convey  this  valuable  information  to  the  market.  A  rise  in 
dividends  signals  better  prospects,  and  a  decrease  signals  that  a 
company  expects  trouble.  An  increase  in  dividends  signals  that 
corporate  insiders  believe  the  company  will  have  enough  cash 
flow  to  sustain  operations  and  complete  investment  plans.  And, 
of  course,  make  good  on  their  dividend  commitments. 

The  negative  side  of  the  explanation  for  the  dividend-valua- 
tion linkage  is  equally  intuitive.  If  firms  are  allowed  to  pile  up 
cash  beyond  what  is  needed  for  good  projects,  management  will 
dip  into  the  cookie  jar.  Empire  building,  marginal  projects,  exces- 
sive compensation  and  gold  plating  are  the  typical  pathologies. 

If  a  company  pays  divi- 
dends, less  cash  will  be  avail- 
able, forcing  management — at 
the  extreme — to  resort  to  debt 
or  equity  financing.  This  leads 
to  market  discipline  and  a 
reduced  likelihood  of  manage- 
ment pursuing  goals  that  aren't 
in  shareholders'  interests.  High 
dividend  payouts  keep  manage- 
ment on  a  short  leash.  So  much 
the  better  for  stockholders. 

To  get  a  handle  on  how  well 
an  investor  would  have  done  by 
going  for  dividends,  we  can 
look  at  the  Dow  Jones  Select  Dividend  Index.  It  is  made  up  of  100 
stocks  that  have  had  the  highest  dividend  yields  in  the  Dow  Jones 
U.S.  Stock  Market  Index  and  a  flat  to  positive  dividend-per-share 
growth  rate  for  each  of  the  past  five  years.  These  shares  must  also 
have  a  five-year  payout  ratio  of  60%  or  less,  implying  that  they 
have  adequate  earnings  to  cover  dividend  payouts.  Also,  stocks 
in  the  index  must  have  a  three-month  average  daily  trading  vol- 
ume of  at  least  200,000  shares. 

Over  the  last  five  years  the  annualized  total  returns  on  this 
dividend- focused  index  have  been  11.6%.  This  compares  with 
only  0.5%  for  the  S&P  500.  In  addition,  the  dividend-focused 
index  was  less  volatile  than  the  S&P  500. 

You  can  make  a  bet  on  dividend  payers  by  owning  an 
exchange-traded  fund,  the  iShares  Dow  Jones  Select  Dividend 
Index  Fund  (64,  DVY),  introduced  on  Nov.  3,  2003.  It  has  gener- 
ated a  13.5%  average  annualized  return  compared  with  the  S&P 
500's  1 1 .2%.  Expenses  are  0.4%  of  assets  yearly. 


If  managers 
were  saints,  it 
just  wouldn't 
matter  if  they 
paid  dividends. 
But  they  aren't 
saints.  I  want 
the  cash. 


Forbes 


Steve  H.  Hanke  is  a  professor  of  applied  economics  at  Johns  Hopkins 
University  in  Baltimore  and  a  senior  fellow  at  the  Cato  Institute  in 
Washington,  D.C.  Visit  his  home  page  at  www.forbes.com/hanke. 
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Healthy  Babies, 
Healthy  Business 


March 
of 'Dimes 


iWal 


Saving  babies,  together 


Premature  birth  jeopardizes  the  lives  and  health  of  half  a 
million  babies  every  year.  It  takes  a  tremendous  toll  in  human 
suffering,  costs  billions  of  dollars  in  hospital  charges,  and 
increases  companies'  health  care  costs  $41,546  for  every 
baby  born  prematurely  to  an  employee.  Supporting 
WalkAmerica  is  one  way  to  make  a  difference.  Saving  babies 
also  can  mean  saving  health  plan  dollars. 

Join  us  in  the  fight  to  save  babies.  It  just  makes  good 
business  sense. 


For  more  information,  contact  Bruce  Rekant  at  914-997-4454. 


Jign  up  today!    walkamerica.org  •  i.soo. 525. walk 


ForbesLife 

"I  plume  myself  on  this  achievement  more 
than  I  could  possibly  do  any  kind  of  glory, 
political,  poetical  or  rhetorical." 
— Lord  Byron,  on  having  swum  the  Hellespont 

WHEN  IN  1810  GEORGE  GORDON  (A.K.A.  LORD 
Byron)  swam  the  Hellespont,  the  mile-wide  body 
of  water  separating  Asia  from  Europe,  he  did  it  the 
way  a  romantic  poet  should— heroically  unaided. 
When,  however,  Sergio  Semon  swam  it  in  2004,  he 
did  it  as  befits  an  intellectual-property  expert  for  the  European  Union: 
supported  by  three  pilot  boats  and  a  dozen  other  swimmers,  as  part  of  a 
package  tour.  Tour  operator  SwimTrek  offers  similar  trips  in  a  variety  of 
venues — among  them  Croatia,  Greece,  New  Zealand,  Malta  and  Scot- 
land's Inner  Hebrides— for  vacationers  who  want  to  swim  between 
islands,  down  rivers  or  across  lakes. 

The  popularity  of  open-water  swimming  is  rising,  as  triathlons  pro- 
liferate and  pool  swimmers  chafe  at  the  restraints  of  lanes  and  markers. 
The  Olympics  for  the  first  time  will  offer  an  open-water  event  in  2008. 
"There's  no  wall  you  can  hang  on  to,"  says  SwimTrek  customer  Gary 
Emich  approvingly  of  the  sea.  He  likes  the  challenge  of  waves  and  wind. 

SwimTrek,  which  floated  44  tours  in  2005,  has  51  this  year,  with  550 
clients  from  whom  it  anticipates  revenue  of  $580,000.  Trips  are  modeled 
on  the  comfy  but  still-challenging  cycle  tours  offered  by  such  firms  as 
Napa  Valley  Bike  Tours.  Swimmers  enjoy  their  exertions,  safe  in  the 
knowledge  that  as  they  progress  from  isle  to  isle,  their  luggage  is  being 
transported  to  that  night's  inn  or  hotel,  where  a  bed,  a  warm  meal  and 
and  a  hot  shower  await.  A  weeklong  trip  costs  anywhere  from  $950  to 
$1,100  and  typically  includes  accommodation,  breakfast  and  lunch. 
Daily  swims  range  from  under  a  mile  to  three. 

Swimmers  are  accompanied  by  two  pilot  boats  and  at  least  two  in- 

water  guides,  some  of 
whom  are  veterans  of  Eng- 
lish Channel  crossings. 
Feeling  tired?  You  can  hop 
a  ride  on  the  pilot  boat  to 
«  drink  tea  and  rest. 

Simon  Murie,  35  ,  a 
wHH^H     former  mining  engineer 
I  I.  j     Australia,  Africa  and  the 

Philippines,  came  up  with 
^^HRflj    this  idea.  Traveling  on  his 
own  solo  swimming  holi- 
days, he  found  the  cost  of 
L-  v  hiring  a  boat  sometimes 


Checking  out 
the  caves  of 
Malta.  Guides 
are  watchful, 
but  not  killjoys. 


prohibitive.  But  if  a  group 
were  to  do  it?  Voila!  He 
opened  SwimTrek  in  2003 
and  is  adding  new  trips  at 
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Before 
Plunging  In 

The  following  will  increase 
your  enjoyment  of  (and 
safety  in)  open  water: 

•  Triathlon  Swimming  Made 
Easy,  by  Terry  Laughlin. 
Gives  instruction  in  what 
Laughlin  and  his  company. 


Total  Immersion,  call  "fish- 
like" swimming  (low  drag, 
low  turbulence).  Gives  tips 
on  open-water  navigation, 
breathing  in  rough  water. 

•  Open  Water  Swimming, 
by  Penny  Lee  Dean.  Defini- 
tive, to  the  point  of  telling 
you  more  than  you  may 
want  to  know  about  train- 
ing, equipment  (goggles, 


wet  suits,  earplugs,  grease) 
and  mental  conditioning. 

•  Haunts  of  the  Black 
Masseur:  The  Swimmer  as 
Hero,  by  Charles  Sprawson. 
A  literary  meditation  on  the 
history  of  swimming  and 
its  significance  in  different 
cultures — profound, 
learned,  funny.  A  skinny- 
dip  with  Swinburne,  Poe 


and  Esther  Williams. 

•  AussieBum.  This 
Australian  manufacturer 
of  men's  bikini-style  trunks 
has  a  sense  of  humor.  Its 
slogan:  "If  you  doubt  your- 
self, wear  something  else." 
Popular  though  the  baggy 
look  may  be,  on  long  swims 
you'll  want  something 
pretty  minimal.  — A.F. 
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the  rate  of  one  a  year.  He  recently  scouted 
the  U.S.  Virgin  Islands  and  Lake  Tahoe. 

Neurophysiologist  Brenda  Austin,  50, 
trekked  with  Murie  to  the  Greek  isles  in  2005 
and  enjoyed  the  experience  so  much  she  and 
her  entire  group  booked  passage  again,  this 
time  for  Croatia  in  September.  A  member 
of  the  South  End  Rowing  Club  in  San  Fran- 
cisco, she  regularly  swims  in  San  Francisco 
Bay.  She  was  worried  SwimTrek  might  be 
too  dumbed-down  and  its  guides  too  wor- 
ried to  let  her  make  side  trips  into  caves.  But 
they  watchfully  accommodated  her. 

You  don't  have  to  be  a  varsity  athlete  to 
take  such  a  trip.  The  oldest  swimmer  in 
Austins  group  was  in  his  early  60s,  the 
youngest  34.  Three  people — spouses  of 
participants — professed  not  to  be  swimmers 
at  all,  yet  took  the  plunge  before  the  trip  was 
over  and  enjoyed  themselves.  Advises 
SwimTrek  guide  Suzanne  Dods:  "If  you  can 
swim  for  45  minutes  two  or  three  times  a 
week,  at  a  steady  pace,  freestyle,  then  you 
can  do  these  trips."  The  group  spends 
maybe  30  to  40  minutes  covering  a  mile  in 
wavy  ocean  water. 

For  would-be  Byrons,  bad  news: 
SwimTrek,  after  having  offered  crossings 
of  the  Hellespont  in  2003  and  2004,  was 
unable  to  last  year.  Turkish  authorities 
withheld  the  necessary  permits.  While 
Murie  is  optimistic  he'll  get  them  again 
and  lists  the  swim  in  his  new  brochure  for 
this  summer,  he  cannot  guarantee  it.  Our 
advice:  Stand  by — and  stay  greased.  F 


INSIDER:  PEOPLE  YOU  SHOULD  KNOW 


Valentino  of 
Lamborghini 


Who  ya  gonna  call  when  your  'Ghini's  on  the  fritz? 
Valentino  Balboni,  fix-it  man  supreme.  By  Dan  Lienert 


ONLY  THE  LUCKY  FEW  HAVE  THE  PRIVILEGE  OF  MEETING  VALENTINO  BAL- 
boni,  head  of  Lamborghini's  VIP  customer  service  and  the  Houdini  of  car 
repair.  A  gifted  improviser,  he  can  (and  once  did)  fix  a  broken  distributor 
cap  with  a  Popsicle  stick  plucked  from  a  roadway. 

Balboni,  56,  who  started  with  the  company  in  1968,  is  also  Lambo's  senior  test 
driver.  I  rode  with  him  while  he  blasted  a  571hp  Murcielago  ($288,000)  around 
Pennsylvania's  Pocono  Raceway  at  2004  s  Le  Belle  Macchine  d'ltalia  exotic  car  show. 
Nonchalandy  he  took  laps  at  160mph  with  a  cell  phone  tucked  between  his  thighs, 
checking  it  periodically  for  messages  as  we  squealed  around  the  corners.  "I  would  go 
faster,"  he  said,  "but  we're  not  allowed  to  pass." 

No  one  surpasses  him  in  appreciating  the  nuances  that  make  a  car  classy  or  that 
distinguish  it  from  another.  His  favorite  Lamborghini  is  the  Miura,  built  from  1968 
to  1973.  "It  stays  in  my  heart — the  power,  the  noise,"  he  says.  It  was  a  thrill  to  drive, 
"even  if  when  you  hit  the  brakes  it  didn't  stop  and  the  steering  was  like  a  truck."  F 


ERitz-Carlton,  Gi 


Four  Seasons,  Hong  Kong 


LODGINGS 


Best  New  Hotels 

These  deluxe  caravansaries  have  all 
opened  in  the  past  16  months. 


Four  Seasons 
Hong  Kong 

Enjoys  a  prime  location 
near  Victoria  Harbc 
and  the  Star  Ferry  pier 
If  you  request  a  room 


on  the  Executive  Club 
level,  you'll  have  access 
to  the  private  board- 
room and  meeting 
spaces.  Starting  nightly 
room  rate:  $490. 


Mandarin  Oriental 
Tokyo 

Focuses  on  such 
business-traveler-friendly 
amenities  as  same-day 
laundry  service.  Rooms 
are  at  least  530  square 
feet  and  have  45-inch 
LCD  TVs.  $530. 

Ritz-Carlton 
Grand  Cayman 

Boasts  the  first  La  Prairie 


Spa  in  the  Caribbean,  a 
Greg  Norman-designed 
golf  course  (opens  May 
1 5)  and  room  to  spread 
out:  144  acres  for  365 
rooms.  $699. 

Setai,  Miami 

Three  outdoor  pools 
plus  a  private  stretch  of 
South  Beach  make  it 
fun,  but  what  makes  it 
striking  is  the  minimalist 


Asian  decor  (a  lobby 
made  of  antique 
Shanghai  brick).  $900. 

Shangri-La  Hotel 
New  Delhi 

Conference  rooms  have 
wireless  broadband 
Internet,  plasma-screen 
displays  and  satellite 
conferencing.  Bonus:  a 
labyrinthine  spa.  $315. 

— Sophia  Banay 
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Area  Development 

^  Suzhou  Foreign  Trade  &  Economic 
Cooperation  Bureau 
www.szhboftec.gov.cn 

Automotive 

Acura 
!  1-800-To-  Acura 
www.acura.com 
^  BMW 

1-800-334-4BMW 

www.BMWusa.com 

^b  Cadillac  Motor  Division 

www.cadillac.com 

General  Motors  Corporation 
www.gmc  .com 
^b  Hummer 
www.hummer.com 
^  Jaguar 

,  www.jaguar.com/us 
| ^  Jaguar 
www.jaguarusa.com 

Aviation 

^b  Avantair 
www.avantair.com 
I     Flight  Options 
www.flightoptions.com 

Business  Classified 

,Jb  AHM  Mortgage 
1-888-531-7888 
www.AmericanHm  .com/ 
george.hart 

^  Capital  Asset  Management 
1-800-710-0002 

^b  Capstone  Business  Credit,  LLC 
1-212-755-3636 
iwww.capstonetrade.com 
j  ^9  Closets  By  Design  Franchising 
1-800-377-5737 
www.closetsbydesign.com 

Dali  Prints 
1-800-275-DALI 
^  Gallery  Art 
1-888-932-6166 
www.gallart.com 
^  GWBS 
1-800-999-SALE 
www.gwbs.com 
^b  Holiday  Timeshares  Resales 
1-H00-704-0307 
www.holidaygroup.com 


^  Investment  Research  Company 

1-402-964-9042 

www.investmentresearch.biz 

^b  Life  Quotes,  Inc. 

1-800-441-0072 

w  ww.lifequotes  .com 

^  National  Watch  &  Diamond  Exchange 

1-215-627-5626 

www.nationalwatch.com 

Proteam  Classic  Corvette  Collection 
1-888-592-5086 
w  w  w.proteamcorvette  .com 
^  Publisher's  Guild 
1-877-808-0800 
°^  Steven  Sears  CPA/Attorney 
1-949-262-1100 
www.searsatty.com 
^9  Tartaskyz  &  Tartaskyz 
1-718-318-0947 
^  Valef  Yachts 

1-800-223-3845 
www.VALEFYACHTS  .com 

Worldwide  Business  Consultants 
1-800-733-2191 
ww  w.corbettandkish  .com 

Consumer  Products/Services 

^  Dow  Chemical 
www.dow.com 
^  LG  Electronics 
1-800-243-0000 
www.lge.com 

^  The  Capital  Gold  Group 
w  w  w.thecapitalgoldgroup  .com 

EPA  Climate  Leaders 

^b  General  Motors  Corporation 
www.livegreengoyellow.com 
^  Sun  Microsystems,  Inc. 
www.sun.com/ecoresponsibility 

Financial  Services 
^b  E*TRADE  Financial 
1-800-731-5220 
www.etrade  .com 
-ft  T.  Rowe  Price 
SmartChoice  IRA 
1-800-401-4765 
www.ira.troweprice.com 

Hotels 

^  Shangri-La  Hotels  &  Resorts 
www.shangri-la.com 


The  Enlightened  Business  Traveler 

^b  Avantair 

1-877-BUY-P180 

www.avantair.com 

^  Bombardier  Flexjet 

1-800-FLEXJET 

www.flexjet.com 

^b  Bombardier  Skyjet 

1-888-2SKYJET 

www.skyjet.com 

^b  Cirrus  Design  Corporation 

1-888-750-9927 

w  w  w.cirrusdesign  .com 

^b  CitationShares 

1-800-340-7767 

www.citationshares.com 

^b  Dassault  Falcon  Jet 

1-201-541-4600 

www.falconjet.com 

Embraer 
1-954-359-JETS 
www.embraer.com 
^b  Flight  Options 
1-877-703-2348 
www.flightoptions.com 
^b  General  Aviation  Manufacturers 
Association 
1-202-393-1500 
www.gama.aero 
^  Gulfstream 
1-912-965-3000 
www.gulfstream.com 

^b  National  Air  Transportation  Association 

1-800-808-6282 

www.nata.aero 

^  National  Business  Aviation  Association 

1-202-783-9000 

www.nbaa.org 

^b  Netlets 

1-877-356-0754 

www.netjets.com 

^b  TAG  Aviation 

1-800-331-1930 

w  w  w.tagaviation  .com 
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ossified 


• 

www.proteamcorvette.com  •  free  catalog 


www.corvetteswanted.com 


Over 
150  in 
One  Location! 


the  HOLY  GRAIL  of  Corvette  Collections! 


CLASSIC  CORVETTE  COLLECTION  &  SALES 


NAPOLEON,  OHIO  •  TOLL  FREE:  888-592-5086  •  FAX:  419-5924242  www.proteamcorvette.com  •  E-MAIL:  proteam@proteamcorvette.com 


Forbes 


BACK  PAIN? 


Get  FREE  information  on 
GUARANTEED  seat  and  back  supports. 

Posture  Education 

www.postureeducation.com 


CALL  TOLL-FREE  1- 800-392-0363 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 
orcall..,800-888-9896 


[The  Forbes  Collector^ 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Americanhm.  com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Capital  Available 


Art  Wholesale 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Luxury  Real  Estate 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte  .  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscavne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


LUXURY  MODEL  HOME 

for  SALE 
N.  Scottsdale,  AZ 
.88  acres,  4 1 86  s.f,  5bd  /4.5ba 
3  masters,  gated  comm.,  furnished, 
decorated,  infinity  pool  w/spa.  Premier 

area,  near  everything 
asking  $1,595,000.  will  consider  lease 
call  Christy  @  Diamond  GMAC 
(602)363-3404 
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Business  Classified 

LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Here  are  the  facts: 


Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 
78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 
83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 


./_ 


./_ 


$ 


Dale  ol  birth  (MM/DD/YY) 


Coverage 


City  State 

Major  Illness  History:   O  Heart  Disease   Q  Cancer   D  Diabetes   D  Stroke   D  Other 

(Please  check  all  that  apply  } 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  4/06 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement'  and  is  an  activity  that  is  regulated  in  at  least  37  states  You  should  never  lapse, 
cancel  or  sell  a  We  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled.  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  wwwnaic  org  This  message  and  offer  is  void  where  prohibited  by  law  Quolesmith  com.  Inc  DBA  Insure  com  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©1984-2006  Quotesmith.com,  Inc  All 
rights  reserved  CA  agent  #0A13B58,  LA  agent  #200696,  MA  agent  #333509159  Quolesmith  com,  Inc  dba  Insurecom  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078  Quolesmith  com,  Inc.  dba  Insure  com  Insurance  Services.  Inc  in  UT  under  agent  #90093.  Quotesmith.com  dba  Insure  com  and  Life  Quotes.  Inc  in  CO 
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Luxury  Yachting 


Rent  A  Greek 
Cruising  Palace 


And  sail 
among  the 
,000  Greek 
islands 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'  to  490'  and  $1,500  to  $200,000  per  clay  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 


•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-17  K 
E-mail:  INTO* VALEPYACHTS.com  •  Websitt-:  VALEFYAO  rTS.com 


Business  Opportunities  I  Business  Opportunities 


Consult 
The  Best 


k.  ml  Tax  &  Estate 
M|  Planning 

I  'Trusts,  LPs,  LLCs 
KflH  »S-Corps,  C-Corps 
Nevine  Carmeiie  •  Nevada,  Offshore 
E.A.,  M.s.T   •  Private  Banking 


1-949-262-7291 


:inancial  Services 


E-Mini  Russell 
2000  System 


1,624%  Return 
Since  1999 

$87,089  Per  Contract 
(402)  964-9042 

wwww.investmentresearch.biz 


BANK 

For  Sale 


310-376-3480 
800-733-2191 


LAWSUIT  PROTECTION 


Domestic  or  Offshore  Solutions 
Privacy  /Free  initial  consultation 
Protect  Business  &  Personal  Assets 

800-710-0002 

Visit  www.Assetprotection.com 


Forbes  Business  Classified 

For  Advertising  lnforrn;ition 
and  Rates  Contact: 
Media  Options 

1-800-442-6441 

mediopt@aol.com 


THOUSANDS 


Of  Businesses  For  Sale  By  Owners 
Nationwide.  Preview  Businesses 
For  Free. 

€GWBS 

If  Interested  In  Buying  Or 
 Selling  A  Business  Call 


1-800-999-SALE 

or  visit  www.gwbs.com 


You  can  charge  your  ad 


April  17,  2006 

ossified 


Dali  Prints 


RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 

I-(800)-275-3254 

ask  for  Dept.  FM 

31 103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 


loset  Manufacturing  Franchising 


Franchise  Opportunity 

Leading  Closet  and  Home  Organizing  Company  in  the  ILS. 


Custom  Closets,  Garage  Cabinets,  Home  Offices,  Pantries,  Laundries  and  more.. 


•  No  industry  experience  required 

•  23yearslndustryexperienceand  success 

•  Proven  business  model 

•  Excdlenttrainingwrthongoingsupport 

•  Rated  #  1  by  Entrepreneur  Magazine 


Closets 


byDesign 


Call  for  Information  (800)  377-5737 


Newsletter 


[THE  WORLD  IS  SHRINKING!  3 


!  0  1 


Nanotechnology  is  changing  our  world 
...  ourdothes,  the  military,  sdence, 
autos,  medical  technology ...  every- 
thing! Ifs  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes  Call  800-523-7967  or  go 
to  vvww.fbrbesworfe.com/frb. 
Please  use  savings  code  JNSSAVE 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Cains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Forbes  Subscribers  Service...to  pi; 


?r  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at. ..www.forbes.com/customerservice  or  call. ..800-888-989* 
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You  Were  Truly  Awed  by  Any  thin; 


Completely  surrounded  by  National  Forest  within  Sedona's  stunning  Red  Rock  cliff 
Canyons  is  an  awe-inspiring  private  destination  club  centered  on  fannlv  :'e«nclnne 
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Business   C     ass  ed 


ROCK  &  ROLL  HISTORY 

FOR  SALE! 

Important  Collection  Released  to  the  Pubii 


Signed  art  including  The  Beatles,  Rolling  Stones,  Led  Zeppelin, 
Bruce  Springsteen,  Frank  Sinatra,  Bob  Dylan  and  more! 

FREE  Catalog  Call  800-888-9449 

QfJJf^  /Vl^^^fi^Arfs^  Ce(ebra«ng20YearsinBu$in«s 


Timesh 


Watches 


TIMESHARES      |  NATIONAL  WATCH &diaaiond 

™  i — rr- n  •  buy  •  sell  •  trade 


save  up  to.. 


70 


% 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Business  FdtSale 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breilling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwotch.com 

B rh  l  Cheitnut  Slreatt,  Phils  ,  PA  MO  s fafap-* 


Capital  Available 


Florida  recreational 
watersport  business. 

$548k  2005  owner  cashflow. 

Can  be  relocated. 

$2,950,000 

Peter  Mazzagatti 
239-936-1718 

htlpy/fbba904.bizlink.lnlo/fJetailsasp?LID=81008 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  56 1-627-71 10 
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For  Advertising  Information  and  Rates  Contact: 
Media  Options:  „  

1  _800-442-644 1  3£  ["¥1 W 

mediopt@aol.com       your  ad  I 


Ranch  Real  Estate 


Southeastern  Oregon 
Historic  Highlands  Cattle  Ranch 


One  ownership  since  1880's.  56,552  deeded  acres.  140,000  BLM  acres. 
70  miles  year  round  streams.  5  large  reservoirs,  75  smaller  ponds. 
2,200-3,000  cow  capacity.  Elk,  Deer,  Antelope,  Upland  Birds,  Trout. 
Exclusive  Mineral  rights/  Superior  Water  Rights.  $16  million 

miburn  Ranch  Brokerage  541-421-5300 


Business  Finance 


Bank  Says  'NO'?... 
We  Say 'YESV 

If  your  company  has  receivables,  we 
can  approve  your  credit  line  in  24  hours. 
•$50K  -  $2.5M 
•Not  a  Broker 

Call  800-499-6179  Mr.  Weil 

www.4capitalsolutions.com 
(888-505-7332  for  recorded  information) 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

Is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a  " 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  S149.95  price.) 

60  to  www.!orbesinc.conVsmc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Franchises 


Major  Area  Franchise  Opportunity 

Americas  fastest  growing,  explosive 
franchise  opportunity  is  looking  for  area 
franchisers  across  the  US  to  develop  and 
support  a  leading  beauty  product  retail 
chain. 

•Huge  Income  Potential,  Equity  Growth  and 
Royalty  Program 

•  Complete  Support  From  Franchiser  Head  Office 

•40-50  Store  Areas  For  Sale 

•Be  a  Part  of  a  140  Billion  Dollar  Beauty  Product 

Industry 

•18  Year  History  of  Success  100%  Successful 
Premier  Beauty  Product  Retailer 

Glamour  Secrets 

Call  Doug  Warren  1-866-773-7487  ext.222 
email:  doug@glamoursecrets.com 


Forbes  Subscribers  Service...to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.,  www.forbes.com/customerservice  or  call. ..800-888-9896 
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Salesgenie.  com 

has  made  me  more  money! 

"Since  I  got  Salesgenie.com   my  sales  have  gone  up  by  40%. 
If  you  are  trying  to  find  new  prospects,  grow  your  sales,  and  make 
more  money  in  this  slow  economy,  vow  better  get  Salesgenie.com  '." 

Try  FREE  for  7  Days  &  Get  100  FREE  Sales  Leads!* 

Unlimited  Sales  Leads,  Mailing  Lists  & 
Business  Credit  Reports  with  Salesgenie.com" 

12  different  databases  with  all  the  sales  leads, 
mailing  lists  &  business  credit  reports  you  need! 

14  Million  U.S.  Businesses 
2.6  Million  Brand  New  Businesses 
13  Million  U.S.  Executives  &  Professionals 
600,000  Manufacturers 
250,000  Big  Businesses 
5  Million  Small  Business  Owners 
210  Million  Residents 
75  Million  Homeowners 

15  Million  New  Movers 
4  Million  New  Homeowners 
12  Million  Bankruptcies 
13.4  Million  Households  with  Children 

See  Your  Prospects  on  a  Map:  You  can  even  see  your 
prospects  on  a  map  and  make  your  sales  people  more 
productive. 

FREE  Contact  Manager:  No  need  to  spend  millions  of 
dollars  on  complicated  CRM  software  that  nobody  uses.  Our 
Salesgenie.com  "  comes  with  a  Contact  Manager  that  is  easy 
to  use  by  anybody. 

Business  Credit  Reports:  Comprehensive  information 
on  14  million  U.S.  businesses  to  research  and  prepare  for 
your  sales  meetings. 


And  Now  Available: 

Global  Business  Database 

Search  from  18  Million  Businesses  &  20  Million 
Executives  by  Title 

Perfect  for  that  big  ticket  item  sale! 

For  50  FREE  Corporate  Profiles,  call  Colleen  Honan  at  1-866-325-8147 
or  email  Colleen.Honan@OneSource.com 


For  a  FREE  7-Day  Trial  &  100  FREE  Sales  Leads*,  call  Angel  Carl  at 
866-313-8321  or  visit  us  at  Salesgenie.com/forbes 


Salesgenie.com 


'  Limit  1  trial  per  customer 


Creating  Sales  Growth! 

a  service  of  infoUSA* 


With  Salesgenie.com you  will 

Sell  more.  Earn  more. 

571 1  South  86th  Circle  •  PO  Box  27347  •  Omaha.  NE  68127 


THOUGHTS 


On  the  Business  of  Life 


Be  of  good  heart.  This  year's  crop  of  graduates  from  ten  of  our  topmost  business  schools,  it  seems, 
are  a  sensible  lot.  The  lust  for  money  is  not  number  one  on  their  list.  The  other  things  that  most 
make  life  worth  living  are  way  ahead  on  their  priorities  list  of  personal  and  career  goals. 
Number  one  is  Family,  tied  with  Health,  followed  by  Ethics  and  Leisure.  Even  Expertise  is  ahead  of  Wealth, 
which  is  tied  with  Service.  Power  is  at  the  bottom.  [Those  are]  the  results  of  a  survey  of  1988  s  M.B.A.ers. 
The  upcomers  in  American  business  no  longer  think  money  at  any  cost  is  worth  the  price. 

—MALCOLM  S.  FORBES  (1988) 


At  the  age  of  6 I  wanted  to  be  a  cook. 
At  7 1  wanted  to  be  Napoleon.  And 
my  ambition  has  been  growing  steadily 
ever  since. 

—SALVADOR  DALI 


If  men  cease  to  believe  that  they  will 
one  day  become  gods  then  they  will 
surely  become  worms. 

—HENRY  MILLER 

When  you  go  in  search  of  honey 
you  must  expect  to  be  stung  by  bees. 

—KENNETH  KAUNDA 


Ambition  is  a  Dead  Sea  fruit,  and  the 
greatest  peril  to  the  soul  is  that  one  is 
likely  to  get  precisely  what  he  is  seeking. 

—EDWARD  DAHLBERG 


Man  is  the  only  creature  that  strives 
to  surpass  himself,  and  yearns  for  the 
impossible. 

—ERIC  HOFFER 


I  always  wanted  to  be  somebody, 
but  I  should  have  been  more  specific. 

—LILY  TOMLIN  AND  JANE  WAGNER 


People  Who  Do  Things  exceed  my 
endurance.  God,  for  a  man  that  solicits 
insurance! 

—DOROTHY  PARKER 


It's  stasis  that  kills  you  off  in  the  end, 
not  ambition. 

—BONO 

Ambition  is  the  path  to  success. 
Persistence  is  the  vehicle  you  arrive  in. 

—BILL  BRADLEY 


First  say  to  yourself  what  you 
would  be;  and  then  do  what  you 
have  to  do. 

— EPICTETUS 


I  would  sooner  fail  than  not  be 
among  the  greatest. 

— JOHN  KEATS 


A  young  man's  ambition  is  to  get  along 
in  the  world  and  make  a  place  for 
himself— half  your  life  goes  that  way,  till 
you're  45  or  50.  Then,  if  you're  lucky, 
you  make  terms  with  life,  you  get 
released. 

—ROBERT  PENN  WARREN 


God  is  not  dead  but  alive  and  working 
on  a  much  less  ambitious  project. 

—ANONYMOUS  GRAFFITO 


It  is  the  nature  of  ambition  to  make 
men  liars  and  cheats,  to  hide  truth  in 
their  breasts,  and  show,  like  jugglers, 
another  thing  in  their  mouths,  to  cut 
all  friendships  and  enmities  to  the 
measure  of  their  own  interest. 

—KENNETH  TYNAN 


Ambition  is  a  poor  excuse  for  not  having 
sense  enough  to  be  lazy. 

—MILAN  KUNDERA 

A  little  that  a  righteous  man 
hath  is  better  than  the  riches 
of  many  wicked. 

—PSALMS  37:16 
Sent  in  by  Ray  Osterlund,  Hypoluxo  Island,  Fla. 
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Presenting  Microsoft  Dynamics:  people-ready  solutions  for  financial,  supply  chain,  and  customer 
relationship  management.  It's  easy  to  use,  because  it  looks  and  feels  like  the  Microsoft  software  your 
people  use  every  day.  And  Microsoft  Dynamics  integrates  with  your  other  Microsoft  solutions. 


m  m 


Financial  Management: 
Mastered. 


Microsoft  Dynamics  gives  you 
everything  you  need  to  make  financial 
decisions  with  confidence.  Like 
real-time  access  to  the  numbers  you 
need  and  powerful  tools  that  help 
you  analyze  the  data  from  any  angle. 
It  helps  streamline  tasks,  speed 
month-end  closings,  and  make  sure 
your  numbers  are  rock-solid. 


Supply  Chain  Management: 
Mastered. 


MASTER  THEM  ALL.  WITH  MICROSOFT  DYNAMICS: 


Microsoft  Dynamics 


TM 


Microsoft  Dynamics  gives  your  people 
ne  tools  they  need  to  master  every 
nk  in  your  supply  chain.  It  delivers 
eal-time  information  that  helps 
iem  maintain  optimal  inventory 
?vels,  streamline  order  processing, 
utomate  production  planning, 
xpedite  shipping,  and  manage 
our  expansion  into  new  markets. 


Customer  Relationship 
Management:  Mastered. 


Microsoft  Dynamics  connects  your 
team  to  insights  and  data  that  will 
help  them  add  value  to  every 
relationship.  They  can  find  records 
quickly,  track  preferences  accurately, 
answer  questions  thoroughly,  and 
resolve  issues  instantly.  All  of  which 
can  keep  current  customers  happy. 
And  brings  new  customers  on  board. 


invent 


IT'S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE. 
HP  COLOR  LASERJETS  STARTING  AT  $399 

It  makes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These  come 
network-ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 
toner.  And  best  of  all,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
Service  and  Reliability  for  14  straight  years.  Brilliantly  Simple. 


FAST 

HP  Color  LaserJet  2600n. 
Up  to  8  pages  a  minute. 
More  affordable  than  ever. 

$399. 


HP  Color  LaserJet  3600n. 
Up  to  17  pages  a  minute.  A  great 
fit  for  a  growing  business. 

$699. 


To  learn  more  or  see  special  offers,  visit  hp.com/go/colorprinter. 
Call  1-800-888-3119.  Visit  your  reseller  or  retailer. 

ic'2006  Hewlett-Packard  Development  Company,  LP  Estimated  U.S.  retail  price.  Actual  price  may  vary. 


There  are  no  maps  to  the  sweet  spot  of  the 
market.  But  we  know  a  heck  of  a  guide. 


MidCap  Spiders  let  you  own  the  market's  middle  with  just  one  trade. 

You've  built  a  portfolio  with  a  solid  blue  chip  foundation.  Now  you're  considering  more  diversification 
and  a  different  balance  of  upside  potential  and  risk. 


Meet  the  MidCap  SPDR:  A  smart  way  to  tap  the 
potential  of  the  sweet  spot  of  the  market.  With 
every  share,  this  exchange  traded  fund  (ETF) 
represents  the  entire  S&P  MidCap  400,®  middle 
market  companies  that  have  matured  to  achieve 
$1-4  billion  in  market  cap.  While  mid-cap  securities 
are  subject  to  greater  risk  than  large-caps,  mid-cap 
companies  are  less  volatile  than  companies  in  the 
often  uncertain  start-up  phase. 

MidCap  SPDRs  trade  just  like  stocks  throughout 
the  trading  day.  So  they're  flexible  enough  to 
accommodate  a  range  of  investment  strategies. 
And  low  fees  make  MidCap  Spiders  a  cost-efficient 
way  to  invest.  (Usual  brokerage  commission  applies.) 

Want  to  learn  more?  Visit  www.MidCapSPDR.com 
and  see  if  MidCap  Spiders  could  be  a  sweet  addition 
to  any  portfolio.  Ticker  symbol  Amex:MDY 


Over  the  last  five  years  MidCap  Spiders  delivered  a  cumulative 
return  of  nearly  50%.  Not  bad  for  a  middleweight. 

And  since  inception,  average  annual  total  returns  have 
been  approximately  15%. 


Average  annual 
total  return  of  MDY 
as  of  12/31/05 

Based  on 
NAV 

Based  on 
Market  Price 


One 
Year 


Five 
Years 


Ten 
Years 


Since 
Inception 


12.21%  8  28%  13.92%  14.75% 
12.53%     8.37%     13  87%  14.68% 


Total  returns  are  calculated  quarterly  using  the  daily  4:00  p.m.  net  asset  value 
(NAV).  Distributions,  if  any,  are  assumed  to  be  reinvested  back  into  the  fund 
on  the  pay  date  at  the  NAV  on  that  date.  Performance  data  quoted  represents 
past  performance  and  is  no  guarantee  of  future  results .  Current  performance 
may  he  lower  or  higher  than  quoted.  The  investment  return  and  principal 
value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  sold  or 
redeemed,  are  subject  to  market  volatility.  They  may  be  worth  more  or  less  than 
their  anginal  cost.  MDY  shares  are  bought  and  sold  at  market  price  (not  NAV) 
and  are  not  individually  redeemed  from  the  fund.  Brokerage  commissions  will 
reduce  returns.  To  obtain  most  recent  month-end  performance ,  please  call 
1-800-843-2639  or  visit  www. MidCapSPDR.com. 


MidCap 

State  Street  cc@-a 

Global  Advisors    ^(Sa  OT^UI 
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An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment 
company  carefully  before  investing.  To  obtain  a  prospectus ,  which  contains  this  and  other  information , 
UWERIC  \\  t0  www.MidCapSPDR.com  or  call  l'800-843'2639.  Please  read  the  prospectus  carefully  before 
investing.  Past  performance  is  no  guarantee  of  future  results .  S&P  MidCap  400s  and  MidCap  SPDR*  are 
trademarks  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  MidCap 
SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  S&P  makes  no  representation 
regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 
MID000101 
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the  FORBES  perspective  on  it — 
throughout  the  business  day  directly 
from  Forbes.com  or  the  following 
services  on  our  site: 


Forbes.com  Attache:  Your  stocks, 

industry  news,  sports  scores,  weather 
and  more.  All  on  your  desktop,  all  the 
time — for  free. 

News  Alerts:  Sign  up  from  any 
article  on  Forbes.com  to  get 
immediate  e-mail  notification  of  new 
stories  of  interest  to  you.  Choose  by 
topic,  industry,  company  or  author. 

E-Mail  Newsletters:  Choose 

from  32  daily,  weekly  or  monthly 
collections  of  our  articles  by  topic  and 
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of  FORBES  stories  are  available  to  add 
to  your  newsreader. 
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Prices,  charts,  news  and  data  for 
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non-US.  Forbes  2000  stocks.  Get 
FORBES  bull  and  bear  market  grades 
and  efficiency  ratings  on  thousands 
of  funds.  Track  your  investments  with 
our  real-time  Portfolio  Tracker. 
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Stock  Focus  and  investment  gurus. 
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FORBES.COM  VIDEO  NETWORK 

Road  to  the  Top 

Albert  Bozzo 

CEO  Spotlight:  Incoming  Autodesk  Chief  Executive  Carl  Bass 
talks  about  the  road  from  entrepreneur  to  software 
engineer  to  top  man  as  he  prepares  to  take  over  from  Carol 
Bartz  at  the  San  Rafael,  Calif,  software  house  on  May  1 . 
Forbes  on  Film:  Peter  Wilson  talks  to  actor  Antonio 
Banderas  about  his  forthcoming  film,  Take  the  Lead. 
Regular  programming:  Street  Talk  with  Bob  Lenzner 
(Thursdays);  SportsMoney  with  Mike  Ozanian  (Fridays); 
Paul  Maidments  Notes  on  the  News  (Mondays);  plus  our 
morning,  lunchtime  and  end-of-day  Business  News 
Bulletin  each  business  day. 

THE  FORBES  GLOBAL  2000 

High  Performers 

Scott  DeCarlo 

On  Apr.  10  Forbes.com  starts  a  new  series  identifying  the 
worlds  best  big  companies  in  a  number  of  industries.  We 
have  taken  the  Forbes  Global  2000  list,  which  sets  the 
standard  for  measuring  corporate  size,  organized  its  mem- 
bers by  industry  and  then  put  them  through  rigorous 
screens  in  search  of  corporations  with  the  best  balance  of 
long-  and  short-term  return  on  equity,  sales  growth,  earn- 
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In  compiling  these  elite  lists,  we  also  turned  to  Audit 
Integrity,  of  Los  Angeles,  which  helped  us  cull  companies 
with  problematic  accounting  techniques,  earnings  quality 
or  corporate  governance  issues.  Our  editors  also  dropped 
companies  that  had  legal  or  other  challenges  that  might 
impede  future  growth. 

Below:  a  taster  of  five  of  the  world's  best  big  companies. 
In  the  coming  weeks  Forbes.com  will  reveal  all  the  Global 
High  Performers. 


Company 

Industry 

Country 

Apple 

hardware  &  equip 

US 

Gilead  Sciences 

drugs  &  biotech 

US 

Infosys  Tech 

business  svcs  &  supplies 

India 

Matsushita  Elec 

consumer  durables 

Japan 

NorskHydro 

conglomerate 

Norway 

Go  to  www.forbes.com/Forbes2000  to  see  the  the  entire 
Forbes  Global  2000  presentation,  including  extra  data  on  all 
companies,  lists  of  attractive  stocks,  slide  shows  and  more. 
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take  care  of  business  and 
look  good  doing  it. 


A  superior  voice  and  data  experience  in  a 
sleeker,  more  stylish  form. 

•  Works  on  Cingular's  EDGE,  America's 
largest  high-speed  wireless  data  network 

•  Global  coverage  with  GSM  quad-band 
connectivity 

•  Hands-free  speakerphone 

•  Corporate  and  personal  email  access 

•  Bluetooth8'  enabled 


"The  new  8700c  model. ..is  the  best  BlackBerry 
yet.  It  is  lighter  and  smaller  than  prior  full-size 
models  and  has  a  dazzling  color  screen." 

-  Walt  Mossberg, 
The  Wall  Street  Journal, 
November  10,  2005 
©2005  Dow  Jones  and  Company,  Inc. 
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BlackBerry  8700c 
$29999 

after  2-year  service  agreement  and 
$50  mail-in  rebate  with  BlackBerrf  data 
and  voice  rate  plans  S39.99  or  higher. 

:=:  BlackBerry 


Call  1-866-4CWS-B2B 


Click  www.cingular.com/blackberry8700c 


Visit  your  nearest  Cingular  store 
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erage  not  available  in  all  areas.  Limited-time  offer.  Other  conditions  and  restrictions  apply.  See  contract  and  rate  plan  brochure  for  details.  Up  to  $36  activation  fee  applies.  Equipment  price  and  availability  may  vary  by  market. 
|  y  Termination  Fee:  None  if  cancelled  in  first  30  days;  thereafter  $175.  Some  agents  impose  additional  fees.  Sales  tax  calculated  based  on  price  of  unactivated  equipment.  Rebate:  Price  before  $50  mail-in  rebate  is  $349.99.  Allow 

12  weeks  for  rebate  card.  Rebate  card  not  available  at  all  locations.  Must  be  customer  for  30  consecutive  days.  Must  be  postmarked  by  4/27/06.  Additional  hardware  or  software  may  be  required.  The  BlackBerry  and  RIM  families  fjrjr 
plated  marks,  images,  and  symbols  are  the  exclusive  properties  of  and  trademarks  or  registered  trademarks  of  Research  In  Motion  Limited-used  by  permission.  RIM  and  Research  In  Motion  are  registered  in  the  U.S.  Patent  and  PJi 
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Side  Lines 


Making  Life  Complicated 

WHY  SELL  A  SIMPLE  COMMODITY  WHEN,  WITH  THE  ADMIXTURE 
of  just  the  right  variations  and  subclauses,  you  can  make  the  cus- 
tomer really  dizzy?  This,  in  a  nutshell,  is  the  philosophy  of  the  life 
insurance  industry. 

The  simple  prod- 
uct is  pure  death  pro- 
tection, a.k.a.  term 
insurance.  In  the  eas- 
iest-to-understand 
version,  you  pay  a 
flat  annual  premium 
for  many  years  for, 
say,  $1  million  of 
coverage.  If  you  die 
when  the  policy  is  in  force,  your  loved  ones  get  the  $  1  million;  if 
you  don't,  they  don't. 

So  simple.  Such  a  bargain  ($1,090  a  year  over  30  years  for  a 
healthy  young  man).  So  easy  to  compare  prices.  To  which  the  life 
insurance  salesman  says,  God  forbid. 

The  latest  variation,  described  on  page  72  by  Carrie  Coolidge, 
is  called  return-of-premium  term  insurance.  It  costs  more.  But  if 
you  keep  up  the  payments  and  survive  the  policy,  you  get  your 
premiums  returned  (without  interest).  In  effect,  the  incremental 
premium  has  given  you  a  savings  account  on  the  side,  one  with 
lotterylike  features  and  an  uncertain  return. 

There  are  variations  on  the  variation.  If  you  drop  the  pol- 
icy partway  through,  you  get  a  certain  percentage  of  your  pre- 
miums back.  The  percentage  varies  from  year  to  year  and  from 
policy  to  policy.  Now,  to  compare  prices,  you  need  the  help  of 
an  actuary  and  a  computer  borrowed  from  the  National  Secu- 
rity Agency. 

This  is  what  happens  when  you  combine  death  protection 
with  investing.  Ask  yourself:  Do  you  really  need  your  life  insur- 
ance premiums  back,  as  opposed  to  some  other  pot  of  money  at 
retirement?  Is  it  really  helpful  to  have  your  savings  account 
wrapped  into  a  product  whose  main  purpose  is  to  protect  your 
dependents  from  starvation? 

Glenn  S.  Daily  is  a  consultant  who  helps  wealthy  people 
evaluate  life  insurance.  Writing  18  years  ago  in  this  magazine, 
he  outlined  all  the  things  you  have  to  think  about  in  evaluating 
any  product  with  an  investment  flavor,  which  is  to  say  any  thai 
has  a  cash  surrender  value.  At  the  conclusion  he  threw  up  his 
hands:  "As  a  last  resort,  buy  term  insurance  and  wait  for  the 
fog  to  lift." 

I  checked  in  with  him  the  other  day.  Predictably,  he's  wary  ol 
return-of-premium  policies  and  the  specious  appeal  of  getting  a 
100%  refund.  "The  fog  hasn't  lifted,"  he  says.  "It  has  gotten  worse.' 

Editof 
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Pay  to  Stay 


tf^,   ,  In  "Alien  Nation"  you  outlined  key 

problems  related  to  illegal  immigra- 
tion (Apr.  10,  p.  94),  but  I  believe 
there  is  a  simple  answer  for  dealing 
with  part  of  the  challenge.  I  live  in 
Midland,  Tex.,  home  to  a  great 
many  Hispanic  people,  most  of 
whom  are  hardworking  and 
responsible  citizens.  Too  many  ille- 
gals are  here  because  they  are  able  to  easily  take  advan- 
tage of  our  generosity:  using  the  emergency  room  as  a  clinic  without  the 
intention  of  paying  for  medical  services;  having  kids  simply  to  get  money  from 
state  programs  for  women,  infants  and  children.  Why  not  simply  welcome  all 
workers  to  the  U.S.  but  deny  social  welfare  benefits  to  anyone  who  does  not 
contribute  both  by  holding  a  job  and  by  paying  taxes?  A  free  lunch  will  always 
attract  those  who  take  advantage  of  it. 

ROLLY  HUGHES 
Midland,  Tex. 


Quit  Fibrillating 

Your  reference  to  Biophan  Technologies 
in  "When  Trilogy  Gets  On  Board, 
Watch  Out!"  (Informer,  Apr.  10,  p.  34) 
unfairly  implies  that  we  are  a  company 
without  substance.  Biophan  is  actively 
engaged  in  the  development  of  technol- 
ogy for  making  stents  imageable  under 
MRI  for  the  noninvasive  detection  of  in- 
stent  restenosis  and  for  making  pace- 
makers and  defibrillators  safe  for  use 
with  MRI,  solving  problems  that  prevent 
over  34  million  people  from  getting 
MRIs  when  needed.  We  have  licensed 
these  technologies  to  Boston  Scientific. 
Trilogy  was  instrumental  in  our  transi- 
tion from  a  penny  stock  to  a  company 
with  a  market  cap  of  over  $120  million. 

MICHAEL  WEINER 
Chief  Executive 
Biophan  Technologies 
West  Henrietta,  N.  Y. 

Greenageddon? 

"The  Forest  Killers"  (Apr.  10,  p.  100) 
cries  wolf  by  saying  that  use  of  cellulosic 
ethanol  will  eventually  cause  people  to 
cut  down  every  plant  on  Earth.  Further, 
you  imply  that  the  carbon  cycle  will  be 


thrown  off  if  cows  are  not  fed  waste 
crops.  But  most  of  the  corn  in  our  coun- 
try is  grown  solely  to  feed  cows.  The 
daily  energy  demand  of  the  world  is 
roughly  equivalent  to  all  of  the  waste 
products  we  now  throw  in  landfills 
every  day.  Ethanol  will  not  cause  wide- 
spread clear-cutting  anymore  than  Pro- 
hibition and  illegal  alcohol  production 
caused  deforestation. 

PAT  BRANCH 
Fort  Worth,  Tex. 

Unhealthy  Charge 

In  "Private  Inequity"  (Mar.  13,  p.  88)  you 
incorrectly  imply  that  Healthpoint- 
Capital  is  the  subject  of  allegations  that 
private-equity  firms  bribed  officials  of 
the  Illinois  state  teachers  pension  fund. 
HealthpointCapital  is  not  the  subject  of 
any  such  investigation  or  allegations. 

LAING  F.  RIKKERS 
Chief  Operating  Officer 
HealthpointCapital 
New  York,  N.Y. 
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We 
want 
you  to 
know 


Aetna's  Information 


"By  far  the  richest 
online  selection 
of  the  Big  Three." 

-BusinessWeek 

In  BusinessWeek  magazine's  recent 
comparison  of  Web  sites  and  information 
tools  offered  by  the  top  three  national 
health  insurers,  Aetna  received  the 
highest  marks.  According  to  their  article, 
they  "found  the  richest  set  of  offerings 
at  Aetna's  site."  And  Aetna's  online  survey 
to  help  members  evaluate  and  manage 
their  health  was  said  to  be  "the  most 
comprehensive."  To  learn  more  about  how 
our  information  can  help  your  employees 
make  better  health  care  decisions, 
call  your  broker,  Aetna  representative, 
or  visit  us  online  at  aetna.com. 


We  want  you  to  know5 


KAetna' 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.     Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  From  BusinessWeek  article,  February  20,  2006, 
copyright  by  The  McGraw-Hill  Companies,  Inc.,  comparing  Aetna,  UnitedHealth,  and  Wellpoint 
member  Web  sites.  Policy  form  numbers  include  GR-29  and  GR-700-W 
200615 


I  just  received  my 
brokerage  statement. 

Now,  can  somebody  tell  me 
how  my  portfolio  is  doing? 


The  Schwab  Quarterly  Portfolio  Profiler 

When  was  the  last  time  your  brokerage  statement  told  you  anything 
useful?  Exactly.  That's  why  we  also  give  our  clients  the  Schwab 
Quarterly  Portfolio  Profile.  It's  a  detailed  diagnostic  evaluation  of 
your  entire  portfolio — designed  to  be  used,  not  just  filed.  You'll  get  a 
variety  of  perspectives  on  every  single  one  of  your  holdings.  From  our 
proven  Schwab  Equity  Ratings  to  third -party  ratings  like  Moody's  and 
Morningstar.  Well  also  look  at  your  total  asset  allocation  to  see  if 
you're  over-  or  under  weighted  anywhere.  Overall,  you'll  get  a  real  feel 
for  how  you're  doing.  Not  to  mention  where  you  might  do  better. 

For  a  quarterly  report  you  can  actually  use: 
1-800-4SCHWAB /SCH  WAB.COM 


TALK  TO 

CHUCK 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Sensible,  Effective  Immigration  Answers 


ILLEGAL  IMMIGRATION  IS  BECOMING  AN  EVER-HOTTER,  EVER- 
more-emotional  issue.  Citizens  and  legal  residents  are  becoming 
more  exasperated  over  how  porous  our  borders  are,  how  seemingly 
impotent  we  are  at  controlling  who  actually  enters  the  country.  More 
than  1 1  million  "undocumented"  people  now  reside  in  the  U.S.,  and 
their  numbers  are  growing  by  some  700,000  a  year.  That  we  still  tol- 
erate such  a  security  risk  nearly  five  years  after  9/1 1  is  astonishing. 

To  pretend  that  we  don't  need  most 
of  these  folks  to  work  in  agriculture,  con- 
struction and  various  service  jobs,  such 
as  nannying  the  kids  of  working  couples, 
is  preposterous.  Is  it  a  coincidence  that 
the  parts  of  the  country  with  relatively 
high  levels  of  immigrants  are  economi- 
cally better  off  than  those  without? 

A  unified,  comprehensive  approach 
to  this  issue  is  thus  imperative  for  our 
security  and  prosperity. 

The  Senate  Judiciary  Committee  has 
passed  a  reform  bill.  Under  this  proposal,  illegals,  in  order  to  gain 
legal  status,  would  have  to  register  with  the  government,  pay  a  fine, 
pay  off  any  back  taxes  owed  and,  if  they  wanted  to  stay,  learn  Eng- 
lish. This  way  they  could  earn  permanent  residency  and  perhaps, 
ultimately,  citizenship.  The  whole  process  would  take  1 1  years.  This 
approach  is  more  realistic  and  infinitely  less  destructive  than  requir- 
ing those  1 1  million-plus  people  to  leave  the  U.S.  and  then  reenter 
through  normal  legal  channels.  The  bill  would  also  beef  up  border 
securities  and  boost  penalties  on  employers  who  willfully  hire  illegals. 

One  critical  problem  is  that  the  normal  immigration  chan- 
nels are  dysfunctional.  Folks  who  try  to  play  by  the  rules  too  often 
end  up  in  a  protracted  bureaucratic  nightmare  with  the  U.S.  Cit- 
izenship &  Immigration  Services  (USCIS).  Therefore,  the  Senate 
approach  must  be  coupled  with  a  genuine  overhaul  of  the  USCIS, 
including  a  streamlined  visa  process.  Currently  a  USCIS  office  in 
one  part  of  the  country  will  treat  a  case  very  differently  from  the 
way  an  office  in  another  part  of  the  country  would.  Horror  stories 
of  peoples  files  being  lost  abound.  That  these  things  happen  in 
high-tech  America  is  preposterous  and  intolerable. 

Our  visa  program  for  visitors  could  also  use  an  electronic  prod, 


Illegals  hoping  to  get  tapped  for  a  day's  work.  The 
immigration  system  is  a  dysfunctional  disgrace. 


since  applications  can  take  months  to  process.  This  is  especially 
damaging  to  our  efforts  to  attract  high-caliber  foreign  students. 
In  fact,  foreign-born  students  in  high-tech  disciplines  should  have 
green  cards  embossed  on  their  diplomas:  If— when  they  gradu- 
ate— they  have  a  job  offer,  they  should  automatically  get  to  stay 
Removing  caps  on  the  H-1B  program  that  permits  crucial 
scientists  and  engineers  to  come  here  for  six  years  is  imperative. 

The  quota  is  now  set  at  a  ridiculously 
low  65,000.  Let  market  forces  dictate 
the  number.  At  a  time  of  rising  pres- 
sure from  India,  China  and  central  and 
eastern  Europe,  we  can  use  all  the 
bright,  ambitious  talent  we  can  attract. 

Instituting  a  guest  worker  program — 
in  which  people  would  come  for  specific 
jobs  for  a  specific  period  of  time  and  then 
go  home — would  help  enormously  in  al- 
leviating a  future  influx  of  illegals.  The 
Senate  panels  version  of  such  a  program 
would  allow  some  400,000  foreigners  to  come  here  each  year  to 
work.  Realistically,  after  several  years — and  assuming  they  have  a 
clear  record — these  workers  should  be  able  to  apply  for  a  green  card. 

A  unified,  comprehensive  approach  must  also  address  issues 
with  Mexico.  Almost  30%  of  Mexico's  labor  force  is  now  in  the  U.S. 
Why?  Most  of  the  Mexican  economy  is  stagnant;  it  doesn't  create 
the  needed  jobs.  To  generate  rapid  growth,  Mexico  should  simplify 
and  slash  its  onerous  taxes.  For  one  thing,  it  should  adopt  a  low- 
rate  flat  tax.  Hong  Kong  and  a  number  of  central  and  eastern 
European  countries  provide  ample  models  for  Mexico  to  emulate. 

Mexico  also  should  tear  down  the  barriers  that  prevent  its 
citizens  from  doing  business  there.  The  World  Bank's  survey 
Doing  Business  points  out  some  of  them:  Starting  a  business  there 
involves  nine  procedures,  which  take  nearly  two  months  to  com- 
plete. Licensing  is  even  more  complicated  and  protracted.  Mex- 
ico ranks  73rd  among  the  155  countries  surveyed  in  ease  of  doing 
business.  In  contrast,  Canada  ranks  4th,  while  Chile  ranks  an 
impressive  25th.  Even  beleaguered  Colombia  has  surged  ahead 
of  Mexico  in  the  survey.  The  situation  in  Mexico  would  quickly 
change  if  the  Mexican  government  got  its  economic  act  together. 


Genocide  . . .  Again 


OVER  THE  COURSE  OF  A  FEW  MONTHS  IN  1994  A  GHASTLY  GENO- 
cide  was  waged  in  Rwanda.  Government-supported  extremists  whipped 
the  majority  Hutu  people  into  a  murderous  frenzy,  during  which  they 
literally  hacked  to  death  some  800,000  of  the  minority  Tutsis.  Most  cul- 
pable were  the  UN,  which  reduced  its  peacekeeping  forces  as  tensions 


were  escalating  out  of  control;  France,  which  turned  a  blind  eye  to  what 
was  happening;  and  the  U.S.,  with  President  Clinton  treating  the  reports 
of  mass  murders  as  if  they  were  a  plot  to  force  U.S.  intervention.  (The 
year  before  Clinton  had  precipitously  announced  a  pullout  of  U.S.  troops 
from  Somalia  after  a  local  warlord  had  ambushed  and  killed  several  U.S. 
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soldiers.)  The  President  later  gave  Rwanda  a  half-baked  apology. 

In  the  aftermath  of  the  Rwandan  disaster  the  U.S.  and  Europe 
vowed  never  again  to  allow  such  a  thing  to  happen.  Yet  it  is  hap- 
pening—in the  Darfur  region  of  Sudan. 

Three  years  ago  Sudan's  Arab  government  gave  its  military 
and  local  militias  the  green  light  to  terrorize  Darfur.  More  than 
200,000  people  have  been  killed  and  another  2  million-plus  made 
refugees.  The  mass  murderers  are  now  crossing  over  the  border 
into  neighboring  Chad  to  kill  refugees  and  any  others  in  their 
way.  The  EU  has  doled  out  money  for  some  peacekeepers  from 
the  African  Union,  but  their  impact  on  the  situation  has  been  nil. 
The  UN,  as  usual,  has  been  largely  useless. 


So  what  should  be  done?  Employ  non-US.  NATO  forces.  A 
relatively  small  group  of  these  forces  could  quickly  stop  the  Sudanese 
government  from  attacking  villages  from  the  air.  Local  militias,  fac- 
ing professional  soldiers  instead  of  defenseless  citizens,  would  rapidly 
be  routed.  Unlike  in  Iraq,  these  ragtag  forces  are  feared  and  despised 
by  the  persecuted  citizenry.  There  would  be  no  place  for  them  to  hide. 
Even  a  credible  threat  that  NATO  might  intervene  would  probably  bring 
about  dramatic  changes  in  the  Sudanese  governments  behavior,  as 
its  already  facing  various  pressures  in  other  parts  of  the  country. 

Intervention  would  be  for  humanitarian  reasons  alone,  which 
is  reason  enough.  After  all,  we've  responded  to  natural  disasters 
overseas,  such  as  the  horrific  tsunami  in  2004. 


Pressuring  Business  to  Believe  in  Business 


IT'S  PROXY  SEASON,  AND  ONCE  MORE  ANTIBUSINESS  ACTIVISTS 
have  loaded  up  proxy  statements  with  resolutions  to  advance  their 
leftist  agendas.  This  activity  underscores  a  constant  paradox  of  mod- 
ern times:  our  deep  distrust  of  business.  In  recent  years  entrepre- 
neurs have  been  celebrated,  but  the  institutions  they  created  often 
have  not  been.  Think  Bill  Gates  and  Microsoft.  Or  Sam  Walton  and 
Wal-Mart.  The  popular  culture,  ranging  from  Hollywood  movies  to 
pulp  novels,  invariably  regards  business  as  the  font  of  all  evil.  In  Wall 
Street,  a  hit  movie  of  the  1980s,  the  protagonist  proudly  proclaims, 
"Greed  is  good."  The  corporate  scandals  of  recent  years — particu- 
larly Enron — have  reinforced  this  negative  image.  Occasionally  even 
executives  seem  to  regard  business  as  a  necessary  evil.  The  thinking 
seems  to  go  that  companies  are  immoral  creatures  we  tolerate 
because  they  improve  our  standard  of  living.  Profit  is  regarded  as 
merely  a  bribe  to  get  businesses  to  produce  goods  and  services. 

Just  think  of  the  phrase  "giving  back."  The  implication  is  that 
entrepreneurs  or  companies  took  what  wasn't  rightfully  theirs  and 
that  they  will  make  up  for  their  business  sins  by  giving  their  ill- 
gotten  gains  to  worthy  causes.  Commerce  and  philanthropy  are 
seen  as  polar  opposites.  The  opposite  is  the  truth:  Commerce  and 
philanthropy  are  two  sides  of  the  same  coin.  You  don't  succeed  in 
business  in  a  free  society  unless  you  meet  the  needs  and  wants  of 
other  people.  As  for  "self-interest,"  it  is  actually  a  positive  thing 
that  people  pursue  their  ambitions  lawfully  and  develop  their 
innate  talents  to  the  fullest.  Commerce  directs  these  energies  in 
positive  directions.  The  virtue  of  democratic  capitalism  is  that  one 
persons  gain  is  also  society's  gain.  Economics  is  not  a  zero-sum 


game  as  was  once  thought,  though  in  many  intellectual  and  polit- 
ical circles  today  it  is  still  regarded  as  such.  In  actuality,  businesses 
and  entrepreneurs  create  incomprehensible,  complex  webs  of 
cooperation  that  are  all  geared  toward  improving  our  lives. 

The  great  economist  Joseph  Schumpeter  recognized  that  profit 
wasn't  a  bribe  but  a  necessity  for  progress.  Change  is  a  constant.  Ad- 
vances in  innovation  and  productivity  never  cease.  Transformative 
inventions — the  printing  press,  steam  engine,  telegraph,  automobile, 
airplane,  radio  and  television,  computer  and  Internet  and  so  on — 
require  constant  investment.  Without  capital  the  economy  stagnates. 

Yet  companies  are  increasingly  assaulted  by  antibusiness 
groups  and  social  activists  operating  under  the  banners  of  "cor- 
porate social  responsibility"  and  "socially  responsible  investing." 
Corporations  are  under  pressure  to  adopt  policies  that  can  harm 
free  enterprise  and  the  companies  themselves  (Citigroup,  for 
example,  agreed  to  limit  lending  in  certain  developing  countries 
as  a  result  of  a  campaign  by  the  Rainforest  Action  Network). 
Companies  are  often  tempted  to  appease  these  groups  lest  they 
suffer  harmful  publicity  or  hostile  regulation. 

Early  last  year  promarket  activists  launched  the  Free  Enterprise 
Action  Fund.  It  has  only  a  handful  of  dollars  today  and  is  investing 
primarily  in  companies  that  make  up  the  S&P  500.  The  fund  is  run 
by  47-year-old  entrepreneur  Steve  Milloy,  who  hopes  that  it  and  other 
funds  like  it  will  become  counterweights  to  these  antibusiness  activists 
by  waging  proxy  campaigns  for  proentrepreneurial  capitalist  meas- 
ures (including  the  flat  tax).  Who  knows  how  well  the  fund  will  do? 
But  its  precept  is  a  sound  one:  Good  business  is  good  social  policy. 


RESTAURANTS:  GO,    INSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Gilt— The  New  York  Palace  Hotel,  455  Madison  Ave.,  at  50th 
St.  (Tel.:  212-891-8100).  The  Victorian  splendor  of  the  Villard 
Mansion  is  a  joy  to  behold.  The  fare  is  occasionally  eccentric 
but  first-rate,  and  the  service  is  impeccable.  This  is  the  perfect 
place  to  impress  guests. 

•  Aspen— 30  West  22nd  St.  (Tel.:  212-645-5040).  The  happen- 
ing bar  here  is  almost  as  big  as  the  dining  room.  The  food  is  de- 
licious. The  sizes  of  appetizers  and  entrees  vary,  so  you  may  want 


to  double  up.  The  marinated  salmon  is  tiny  but  tasty,  and  the  roasted 
asparagus  is  more  generous  and  superb.  The  duck  quesadilla  and 
steak  au  poivre  are  great — as  are  the  angel-hair-fine  shoestring  fries. 
•  Dani— 333  Hudson  St.,  at  Charlton  St.  (Tel.:  212-633-9333). 
The  Mediterranean  menu  at  this  new,  hip  spot  incorporates 
North  African  and  European  influences,  especially  traditional 
Italian  ones.  Favorites:  the  aromatic  fennel  sausage  and  the 
grilled  swordfish  with  a  Middle  Eastern  tang.  F 
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How  the  show  always  goes  on.  To  a  packed  house. 

Whether  it  is  "Madama  Butterfly"  or  Michael  Buble,  every  ticket  at  Sydney  Opera  House  is  a  hot  one. 
That's  why  they  chose  HP  Integrity  servers  with  Intel®  Itanium®  2  processors.  Now  twelve  times  as 
many  customers  can  access  the  ticketing  system  simultaneously,  and  downtime  is  a  distant  memory. 
Norman  Gillespie,  CEO  says,  "Maintaining  our  reputation  is  crucial.  HP  Integrity  servers  help  ensure 
our  customer  experience  is  virtually  flawless."  itanium-integrity.com 


ITANIUM  + INTEGRITY.  ON  AND  ON  AND  ON. 


Ht-.vk-ll-P.K  kefd  Development  Cpni'cjiiv.a.^.^^OOb'tnle!  Corporation.  All  rights  reseived.  Intel 
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At  One  With  both  worlds.  Don't  be  deceived  by  its  finely  sculpted  lines  and  elegant  demeanor.  The  Acura  MDX,  wit 
electronic  4WD  and  traction  control,  has  the  ability  to  go  where  luxury  rarely  treads.  The  M  DX.  (8)^VCUR 


Touring  Package  shown.  Visit^cura-.com  or  call  i-800-Tb-Acura 


for  more  information.  ©  ZOOS  Acura.  Acura  and  MDX  are  trademarks  of  Honda  Motor  Co.,  Ltd. 


A  Tribute 


Caspar  W.  (Gap)  Weinberger 


By  Steve 

During  Cap  Weinbergers  tenure  as  Secretary  of 
Defense,  my  father  occasionally,  and  vocifer- 
ously, opposed  some  of  his  policies.  When  Pop 
brought  Cap  on  board  as  FORBES  publisher 
in  1989  (he  later  became  chairman),  the  press 
queried  the  former  Pentagon  chief  about  those  stinging  edito- 
rials. Without  missing  a  beat,  Cap  quipped:  "Malcolm  has 
demonstrated  great  growth." 

That  little  anecdote  is  vintage  Weinberger.  The  man  was 
unfailingly  gracious,  thoughtful  and  generous  in  spirit.  He  had 
a  wonderfully  dry  wit  and  didn't  hesitate  to  apply  it  self-depre- 
catingly.  Strangers  warmed  up  to  Cap  immediately.  His  man- 
ner reminded  one  of  what  was  said  about  Teddy  Roosevelt, 
one  of  Cap's  heroes:  "iron  hand  in  a  velvet  glove." 

All  of  us  here  at  FORBES  quickly  came  to  appreciate  what 
a  formidable  mind,  along  with  the  en- 
ergy to  match  it,  this  man  had.  I'd  oc- 
casionally accompany  Cap  on  the  many 
trips  he  made  on  behalf  of  FORBES.  My 


Forbes 

Army.  Cap  met  his  future  bride,  Jane,  on  a  troopship  to  Australia 
and  against  Army  regulations,  married  her  soon  after  they  got  ashore. 

After  distinguished  service  in  the  Pacific  during  WWII, 
Cap  returned  to  California  and  quickly  realized  that  practicing 
law  did  not  fully  engage  his  energies.  He  ran  for  the  California 
Assembly  and  scored  an  upset  victory.  He  then  successfully 
led  the  charges  to  overhaul  the  state's  chaotically  corrupt  reg- 
ulation of  the  liquor  industry;  reform  its  inefficient,  labyrin- 
thine water  system;  and  save  San  Francisco's  Palace  of  Fine 
Arts.  And  this  was  just  the  beginning  of  his  dazzling  career. 

What  Cap  did  to  turn  around  our  dangerously  demoralized, 
underpaid,  undertrained  and  underequipped  military  when  he 
became  Secretary  of  Defense  in  1981  is  a  marvel  of  political  and 
managerial  ingenuity.  Cap  was  absolutely  crucial  to  our  winning 
the  Cold  War.  Yet  he  made  it  sound  as  if  it  was  no  more  difficult 
than  pumping  gas  at  a  filling  station. 

Ever  since  Watergate,  American 
politics  has  become  increasingly  per- 
sonal and  nasty.  Destroying  reputations 


A      ^^■■^^^^■fl^B  Cap  with  wife  Jane  and 

brother  Kip  was  with  him  on  all,  and  we  both  marveled  at  his  tire- 
lessness  and  charm.  He  could  get  off  a  plane  after  a  grueling  20- 
hour  trip  to  Asia  and  go  fresh  into  a  whirlwind  series  of  meetings. 

When  Cap's  predecessor  resigned  suddenly,  Cap  was  the  first 
person  to  come  to  my  father's  mind.  I  remember  Pop  excitedly 
asking,  "Wouldn't  it  be  great  if  we  could  get  him?"  Cap  jumped 
at  the  opportunity.  He  had  worked  for  the  Harvard  Crimson  as 
an  undergraduate,  and  for  several  years  he  had  written  a  syndi- 
cated column  in  California  He  was  delighted  to  be  a  journalist  again. 
And  at  our  own  events  he  would  invariably  dazzle  our  guests  when — 
without  notes— he'd  give  a  sweeping  review  of  what  was  hap- 
pening around  the  world  politically,  militarily  and  economically. 

Cap's  life  makes  for  remarkable  reading.  (Read  his  memoir: 
In  the  Arena,  Regnery,  200 1 .)  In  the  middle  of  law  school— and  be- 
fore Pearl  Harbor— he  tried  to  enlist  in  Britain's  Royal  Air  Force  but 
lacked  the  necessary  depth  perception.  He  then  enlisted  in  the  U.S. 


MSF,  and  with  the  Gipper. 

has  become  a  pastime.  Thus  it  is  no  wonder  that  a  man  as  effec- 
tive as  Cap  faced  ugly  counterattacks.  It  was  a  bitter  irony  that  this 
man  of  rocklike  integrity  would  be  ensnared  in  the  Iran-contra 
affair.  He  had  been  against  the  whole  venture.  Yet  before  the  thing 
was  over,  he  was  indicted  by  a  vindictive  prosecutor.  During  this 
terrible  period  Cap,  here  at  FORBES,  never  openly  despaired, 
never  indulged  in  self-pity  and  carried  on  as  if  nothing  had  hap- 
pened. (The  elder  President  Bush  pardoned  Cap  before  leaving 
office,  sparing  him  more  court  battles,  which  Cap  would  have  won.) 

Personally,  I  was  immensely  grateful  when  Cap  unhesitatingly 
backed  my  two  attempts  at  the  presidency,  long  shots  though  they 
were.  If,  miraculously,  these  attempts  had  succeeded,  I  would  have 
done  what  three  previous  Presidents  had  done  and  utilized  this 
man's  immense  talents  once  again  for  the  benefit  of  this  country. 

Cap  was  indeed  that  happy  warrior,  a  gallant  man,  who'll  be  for- 
ever an  inspiration  to  those  who  put  the  love  of  liberty  above  all  else. 


Other  Comments 


America  has  been  another  name  for  opportunity. 

—FREDERICK  }.  TURNER 


This  Land  Is  Whose  Land?  One  sign  of  this 

country's  self-confidence  and  strength  has  been  its  ability  to 
welcome  and  absorb  the  people  who  want  to  make  new  lives  here. 
Senators  John  McCain  (R-Ariz.)  and  Edward  Kennedy  (D-Mass.), 
recognizing  this,  have  offered  a  bill  that  would  provide  a  path  to 
earned  legalization  for  those  who  put  down  roots,  learn  English, 
keep  their  records  clean  and  pay  back  taxes  and  steep  fines.  The 
McCain-Kennedy  bill  acknowledges  that  permanent  guest  work- 
ers, while  important,  are  no  substitute  for  immigrant  citizens  who 
work  their  way  up  to  better  jobs,  pay  more  taxes,  buy  houses  and 
consumer  goods,  and  otherwise  strengthen  the  social  fabric. 

[We]  need  to  decide  where  we  want  to  live:  in  a  shining  city 
on  a  hill,  or  a  gated  community  in  a  cul-de-sac. 

— New  York  Times 

China's  Campaign  China  has  been  involved  in 

Africa  since  the  1960s,  supporting  rogue  regimes  and  revolution- 
ary groups  in  accordance  with  an  "anti-imperialist"  (anti-West- 
ern) theme.  Beijing's  relations  with  Sudan  escalated  in  the  1990s 
with  development  of  large  oil  reserves.  It  has  invested  some 
$10  billion  in  Sudan.  The  state-owned  China  National  Petroleum 
Corp.  owns  40%,  the  largest  share,  in  the  Greater  Nile  Petroleum 
Operating  Co.  About  70%  of  Sudan's  oil  exports  go  to  China,  and 
account  for  10%  of  China's  oil  imports. 

In  exchange  for  oil,  Beijing  provides  weapons  and  diplomatic 
support.  China  has  supplied  Sudan  with  tanks,  artillery,  helicop- 
ters and  fighter  aircraft.  China  has  flooded  Darfur  with  antiper- 
sonnel mines.  Beijing  has  also  helped  Sudan  build  its  own  factories 
to  manufacture  small  arms  and  ammunition,  the  real  weapons  of 
mass  destruction  in  Khartoum's  campaign  of  ethnic  cleansing.  Last 
July,  Liang  Guanglie,  chief  of  general  staff  of  the  Chinese  People's 
Liberation  Army  assured  his  Sudanese  counterpart  that  their 


"Never  delegate  authority;  delegate  liability." 


close  ties  would  continue,  citing  their  "fruitful  cooperation  in 
political,  economic  and  cultural  fields."  Gen.  Liang  also  thanked 
Sudan  for  its  support  of  the  "one-China"  policy  against  Taiwan 
(which  Beijing  considers  a  renegade  province  as  Khartoum  thinks 
of  Darfur),  and  Khartoum's  support  for  Beijing  on  human  rights. 

The  Sudan-Darfur  tragedy  confirms  the  futility  of  trying  to 
solve  international  problems  perpetuated  by  China  without  con- 
fronting Beijing. 

—WILLIAM  HAWKINS,  U.S.  Business  &  Industry  Council, 

Washington  Times 

Dedicated  to  Freedom  The  ultimate  determinant 

in  the  struggle  now  going  on  for  the  world  will  not  be  bombs  and 
rockets  but  a  test  of  wills  and  ideas — a  trial  of  spiritual  resolve: 
the  values  we  hold,  the  beliefs  we  cherish  and  the  ideals  to  which 
we  are  dedicated. ...  So  let  us  ask  ourselves:  What  kind  of  people 
do  we  think  we  are?  And  let  us  answer:  free  people,  worthy  of 
freedom  and  determined  not  only  to  remain  so  but  to  help  others 
gain  their  freedom  as  well. 

—RONALD  REAGAN 

Love-Hate  Relationship  Liberals  and  moderate 

Republicans  love  workers  but  hate  the  formation  of  capital  that 
allows  businesses  to  create  the  jobs  that  employ  workers.  Liberals 
love  unionized  manufacturing  jobs  that  raise  factory  workers 
into  the  middle  class,  but  they  hate  the  capital  that  buys  the 
machines  that  make  those  high-value  jobs  possible.  Liberals 
decry  conspicuous  consumption  but  excoriate  anyone  with  sub- 
stantial income  to  save  and  invest.  Liberals  lament  our  low  saving 
rate  but  seek  to  redistribute  every  available  surplus  dollar  of 
disposable  income  in  the  name  of  fairness. 

— JACK  KEMP,  honorary  cochairman, 
Free  Enterprise  Fund,  New  York  Sun 

Minding  Your  Manners  The  word  manner  comes 

from  manos,  the  Latin  word  for  hand.  When  we  have  good  man- 
ners, that  means  that  you're  handling  others  with  care.  When  we 
talk  about  civility,  good  manners  and  politeness,  we  do  not  talk  nec- 
essarily about  which  fork  to  choose  for  the  salad.  We  are  talking 
instead  about  quality  of  life.  We  are  talking  instead  about  ethics. 

— P.M.  FORNI,  professor,  Johns  Hopkins  University, 
on  CBS  News:  Sunday  Morning 

Truly  Decent  Man  Caspar  Weinberger  was  a  gentle- 
man of  the  first  order,  inspiring  in  his  subordinates  unflagging 
loyalty  and  deep  affection  and  in  his  adversaries — foreign  and 
domestic — genuine,  if  often  grudging,  respect. 

—FRANK  J.  GAFFNEY  JR.,  president, 
Center  for  Security  Policy  F 


28      FORBES      APRIL  24,  2006 


Some  folks  barbeque  for  fun.  Others  do  it  for  a  living. 
Something  they  all  share  are  tough  standards  for  the  ribs, 
pork  shoulders  and  boneless  loins  they  use.  Cargill 


learned  from  chefs  and  grocers  that  people  want  more 
flavorful  pork  that  cooks  up  tender  and  juicy.  We 
developed  it  using  special  feeds,  growing  processes  and 
selection  techniques.  Barbeque  enthusiasts  say  they  like 
the  new  pork.  What  they  won't  tell  us  are  their  secrets 
for  cooking  it.  This  is  how  Cargill  works  with  customers. 
collaborate    >    create    >  succeed 


WE  KNEW  WE  HAD  TO  HAVE  THE 
CHOPS  TO  HANG  WITH  THIS  CROWD 


vw.cargillcreates.com 

006  Cargill,  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


CORPORATE  &  IIMVE 


Performance:  Delivering  the  World 


From  our  headquarters  on  Walt  Street,  we  deliver  innovative  solutions 
to  our  clients  every  day. 

We  provide  world-class  advice  and  products  to  clients  across  the 
country,  from  Technology  Investment  Banking  in  Silicon  Valley,  to 
Private  Wealth  Management  in  Palm  Beach. 

Whether  giving  strategic  advice,  tapping  the  capital  markets, 
structuring  derivatives  or  providing  asset  management  -  to  our 
clients,  we  deliver  the  world.  Expect  the  better  solution. 

www.db.com 


a  Passion  to  Perform.     Deutsche  Bank 


i  Deutsche  Bank  Securities  Inc.,  a  sub 
of  NYSE.  NASD  and  SIPC. 


Peutsclie  Bank  AG,  conducts  investment  banking  and  securities  activities  in  the  United  States.  Deutsche  Bank  Securities  Inc..  is  a  mem 
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By  Rich  Karlgaard,  Publisher 


Pyro  Marketing 


THE  ERA  OF  MASS  MARKETING  IS  OVER,  WHICH  SHOULD  SUR- 
prise  no  one.  Mass  marketing  peaked  in  the  1960s.  That  was  after 
TV  sets  had  penetrated  most  American  households  but  before  we 
had  anything  to  watch  that  wasn't  doled  out  to  us  by  the  three 
major  networks.  Marketers  such  as  General  Motors  and  Procter  & 
Gamble  knew  the  score,  and  they  knew  exactly  how  to  reach  us. 

Then  along  came  cable  television.  Then  the  Web.  Media 
options  for  today's  viewer/reader/surfer  are  exploding,  and  mar- 
kets are  fragmenting.  Or  vice  versa.  Best  to  let  the  social  scientists 
figure  out  which  is  cause  and  which  is  effect.  For  most  of  us,  the 
more  pressing  issue  is  to  get  our  message  across  ever  changing 
and  proliferating  media  and  somehow  reach  buyers.  But  how? 

Don't  rely  on  branding,  writes  marketing  expert  Greg  Stielstra 
in  his  new  book,  PyroMarketing  (HarperBusiness,  $21.95).  Brand- 
ing is  "overvalued  and  badly  misunderstood."  A  study  cited  by  Stiel- 
stra found  that  96%  of  consumers  would  dump  their  favorite  brand 
if  a  competing  product  offered  more  value  at  the  same  price. 

How  do  you  reach  today's  fickle  customers?  When  budgets 
are  tight?  When  your  CFO  sees  marketing  as  a  cost? 

Stielstra  says  the  marketer's  dilemma — fragmented  markets, 
proliferating  media— is  like  that  of  the  man  lost  in  the  freezing  wilder- 
ness. He  must  start  a  fire  to  survive.  Which  of  the  fuel  options 
available  (branches,  brush,  etc.)  should  he  choose?  And  what  if  his 
tightfisted  CFO  gave  him  only  one  match?  "Picturing  a  single  match 
is  a  reminder  of  the  finite  nature  of  your  marketing  resources," 
Stielstra  writes.  "No  matter  what  they  are — money,  people  or  time — 
you  only  have  so  much.  Opportunity  costs  are  critical.  How  will 
you  use  your  match?  What  will  you  touch  it  to?  What  tactics  will 
deliver  results?  Use  it  wisely  by  building  your  marketing  fire 


according  to  proven  principles.  You  may  only  get  one  chance." 

Staying  with  PyroMarketing's  fire  metaphor,  Stielstra  recom- 
mends four  steps  to  take  to  build  a  successful  marketing  cam- 
paign on  a  shoestring  budget ...  or  a  single  match. 
Gather  the  driest  tinder.  "Selling  SUVs?"  Stielstra  asks.  "Don't 
think  about  a  prospects  income  or  age.  Instead,  try  contacting 
people  whose  cars  were  recently  rescued  by  tow  trucks  from  a 
snowbank."  People,  that  is,  who  need  your  product  now. 
Touch  it  with  the  match.  "Give  [people]  an  experience  with  your  prod- 
uct or  service."  A  nutty  but  effective  example:  In  2002  Procter  &  Gam- 
ble promoted  its  Charmin  toilet  paper  by  supplying  high-end  toilets 
called  "Potty  Palooza"  at  events  such  as  Cincinnati's  Oktoberfest  and 
at  the  Super  Bowl.  As  Advertising  Age  wrote:  "On  one  side,  a  row  of 
typically  wretched  public  toilets  at  last  year's  Oktoberfest  in  Cincin- 
nati. On  the  other,  squeaky-clean,  tractor-trailer-mounted  ["Potty 
Palooza"]  bathrooms  complete  with  running  water,  wallpaper,  faux  wood 
floors  and  plenty  of  Charmin  toilet  paper.  The  feedback  was  instant" 
In  one  year  Charmin,  er,  touched  2  million  people  in  Potty  Paloozas, 
and  Charmin  sales  went  up  14%  among  those  who  used  the  facilities. 
Fan  the  flames.  Turn  your  first  customers  into  rabid  evangelists. 
The  minister  Rick  Warren  sold  the  first  400,000  copies  of  his 
book  The  Purpose-Driven  Life  for  $7  each  to  ministers  and  other 
churchgoers.  Study  groups  were  formed  to  discuss  the  book,  and 
sales  boomed.  The  Purpose-Driven  Life  has  sold  26  million  copies 
to  date  and  is  the  bestselling  hardcover  book  in  history. 
Save  the  coals.  Keep  a  database  of  your  customers.  Then  you 
won't  have  to  start  the  next  marketing  campaign  from  scratch. 

If  your  goal  is  to  create  killer  marketing  campaigns  with  few 
resources,  PyroMarketing  is  a  good  guide. 


Even  As  Cap's  Body  Failed,  His  Mind  Shone 


I  LAST  SAW  CAP  WEINBERGER  IN  AUGUST 
2005,  at  the  American  Club  in  Kohler,  Wis. 
Cap  was  there  to  give  a  speech  to  chief  in- 
formation officers  at  an  event  cosponsored 
by  FORBES,  SAS  Institute  and  Intel.  We  had 
done  many  of  these  events  together  over  the 
years,  and  it  was  always  a  pleasure  to  see  Cap 
at  the  podium  or  to  interview  him  onstage. 

Cap  had  used  a  walker  for  several 
years,  but  this  time  he  had  to  be  wheeled  in. 
We  all  knew  his  kidneys  were  failing,  that 
he  required  dialysis  three  times  a  week.  But 
I  wasn't  prepared  for  his  frailty.  I  feared  for  Cap,  feared  that  at  long 
last  he  would  fail  to  give  his  usual  riveting  and  learned  speech  about 
global  politics  and  economics.  I  feared  for  the  great  man's  pride. 


Rich  and  Cap  in  2005. 


I  Forbes 


No  worries.  Not  so  by  a  mile.  Cap 
spoke  for  45  minutes,  in  perfect  paragraphs. 
He  fielded  questions  more  deftly  than  our 
current  Commander  in  Chief.  How  he 
suddenly  recovered  his  ability  to  hear 
across  a  room,  I'll  never  know.  He  pulled 
it  from  somewhere.  I  do  know  that  Cap 
was  a  man  of  great  physical  courage.  Infir- 
mity and  great  pain  never  set  him  back. 

After  he  finished  the  speech,  Cap 
winked  at  me  and  said,  "See  you  next  time." 
I  wish  it  were  to  be.  F 

Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules 
or  e-mail  him  at  publisher@forbes.com. 
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Gratitude  Wears  Off  Fast 

Debunking  previous  behavioral  economics  research  on 
"gift  exchange,"  a  new  study  suggests  workers  receiving 
pay  raises  increase  their  efforts  only  temporarily.  In  an 
experiment  University  of  Chicago  economists  Uri  Gneezy 
and  John  A.  List  promised  two  groups  of  library  data- 
entry  workers  a  six-hour  assignment  at  $12  an  hour  but 
at  the  start  raised  one  group  to  $20.  Result:  The  better- 
paid  workers  entered  27%  more  data — but  after  90  min- 
utes the  increased  productivity  vanished.  Write  the 
researchers,  "Our  plan  backfired."  — Evan  Hessel 


Informer  

INFORMER@FORBES.COM 

Speared  by  Longhorns? 

Three  months  after  it  lost  the 
national  college  football 
championship  to  Texas  in 
the  Rose  Bowl,  the  Univer- 
sity of  Southern  California 
confirms  that  a  how'-to-be- 
a-great-leader  book  being 
f  p   co-written  by  head  coach 
w A   Pete  Carroll  has  been  put  on 
WL  *  Jm   hold.  Eyeing  a  record  third 

Delay  of  game:  Pete  Carroll.  straight  title,  Carroll  had 

been  working  on  the  tentatively  titled  Leadership  Is  a  Performance 
Art  with  Lou  Tice,  a  management  expert  who  runs  Seattle's  Pacific 
Institute.  Review  galleys  were  promised  last  fall.  A  USC  rep  now 
says  Carroll  was — and  remains — too  busy  to  deal  with  final  details 
but  eventually  will  finish  the  book.  When?  No  earlier  than  next  fall, 
a  Pacific  Institute  aide  says.  —David  Whelan 

Poor  Execution  Here 

The  Internal  Revenue  Service  says  Jack  Brooks,  the  powerful  Demo- 
cratic stalwart  who  represented  Beaumont,  Tex.  in  Congress  for 
42  years,  and  his  family  used  a  sham  "Son  of  Boss"  tax  shelter  to 
shield  $53  million  of  income  in  1999.  That's  the  year  the  clan  sold 
a  bank  it  had  long  controlled  for  a  reported  $70  million.  A  family 
limited  partnership  listing  Brooks,  now  83,  as  the  general  partner, 
Brooks'  children  and  three  family  trusts  are  among  the  plaintiffs 
in  a  Texarkana,  Tex.  lawsuit  against  shelter  promoters  and  finan- 
cial advisers,  including  Lehman  Brothers  and  Refco  Capital  Mar- 
kets. They  all  deny  liability.  Family  members  say  defendants  knew 
the  IRS  disfavored  the  tax  ploy  but  didn't  tell  them,  costing  millions 
atop  a  big  back-tax  bill.  During  his  political  career,  which  ended 
in  a  1994  reelection  defeat,  committee  chairman  Brooks,  a  jour- 
nalist-turned-lawyer often  called  one  of  Capitol  Hill's  richest  law- 
makers, was  a  dogged  investigator.  After  his  tough  grilling  of  White 
House  officials  during  Watergate,  Richard  Nixon  called  Brooks  "the 
executioner."  —Janet  Novack 

The  Summit  of  Spin 

What  do  Sudan,  Congo,  Haiti,  Nigeria  and  Indonesia  have  in 
common?  All  have  been  accused  by  human-rights  groups  or 
other  countries  of  oppressing  segments  of  their  own  citizenries. 
And  all  hired  New  York  City's  Summit  Communications  to  pro- 
duce puffy  ad  sections  in  the  New  York  Times  seeking  economic 
investment  and  seriously  downplaying  the  bad  stuff.  Indeed, 
Summit's  Web  site  touts  an  "exclusive  arrangement"  with  Times 
ad  reps  to  help  offset  an  "imbalance"  in  coverage  of  "sweeping 
reforms  and  positive  developments."  —Helen  Coster 

Zen  and  the  Price  of  a  Share 

Over  the  past  three  months  shares  of  Xethanol  have  risen  196% 
to  a  recent  $6.80,  giving  the  waste-to-ethanol  firm  a  $1 10  million 
market  cap  on  paper.  The  jump  mirrors  public  (and  presidential) 


fascination  with  alternative  fuels  but  comes  despite  Xethanol's 
nine-month  losses  of  $6  million  on  just  $2  million  in  sales,  fuel- 
ing, so  to  speak,  a  $10  million  accumulated  deficit.  The  company 
hopes  for  profitability  by  summer.  Its  origins  in  2000  were  not  in 
energy;  it  was  first  called  Freereal-Timequote  and  then 
LondonManhattan.com.  The  New  York  City  concern  became 
public  last  year,  after  a  reverse  merger  with  Zen  Pottery 
Equipment.  —Matthew  Rand  and  William  P.  Barrett 


Who  Pays  fa 

Some  Google  advertisers  shell 
out  dearly  for  their  "sponsored 
links"  to  appear  at  the  top  of 
computer  screens  each  time 
someone  searches  for  a  related 
word  or  phrase.  Internet 
researcher  Matthew  Pullerits  has 
identified  keywords  leading  to 
the  highest  current  cost  per 
ad  click — mainly  pointing  to 
lawyers,  eye  doctors  and  insurance 


-J.N.  and  W.P.B. 


SEARCH  TERM 

COST  PER  CLICK 

Chicago  personal  injury  lawyer 

$67.50 

Chicago  personal  injury  attorney 

62.94 

Lasik  New  York  City 

59.63 

New  Jersey  car  insurance 

55.32 

New  York  personal  injury  attorney 

54.40 

Chicago  personal  injury  lawyers 

53.14 

Mesothelioma  iawyers 

52.91 

Atlanta  personal  injury  lawyer 

52.36 

Lasik  Dallas 

50.86 

New  York  personal  injury  lawyers 

50.59 

Miami  personal  injury  attorney 

50.33 

Best  equity  loan 

50.07 

Lasik  New  York 

49.96 

Whole  life  insurance  quote 

49.03 

New  York  car  insurance 

48.92 

What  is  mesothelioma 

48.78 

Source:  www.cyberwyre.com. 
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automation  &  control  •  building  technolo 
lighting  •  material  handling  •  medical  sol< 


1  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  corr 
;  •  transportation  •  water  technologies 


Who  is  accelerating  the  diagnosis 

of  heart  disease? 

Y O       Innovations  from  Siemens  can  be  found  everywhere.  Our  breakthroughs 
"  ■  V*     \A  I  •   in  healthcare/technologies  are  selling  new  standards  in  the  diagnosis  and 

treatment  of  cardiovascular  disease,  which  affects  over  71  million  aclulis 
in  the  US*  Siemens'  SOMATOM®  Definition  is  the  world's  first  dual-source  CT  scanner  enabling 
doctors  to  acquire  enhanced  cardiac  images  from  virtually  every  heartbeat.  This  means  mure 
accurate  diagnosis,  which  can  lead  to  better  patient  care.  At  Siemens,  our  innovations  help  mm 
dreams  into  reality. 


To  learn  more  about  how  Siemens  is  improving  patient  care,  visit  usa. 


.Siemens. 


SIEMENS 


Global  network  of  i 


On  My  Mind 


By  Van  Jones,  founder  and  director  of  the  ella  baker  center  for  human  rights  in  Oakland,  calif., 

WHICH  SUPPORTS  ALTERNATIVES  TO  YOUTH  INCARCERATION. 


Con  Game 


The  prison  industry  has  a  perverse  incentive  to  keep  the  inmate  population 

growing.  Make  it  compete. 


FOR  TOO  LONG,  THE  INCARCERA- 
tion  industry  has  gotten  away  with 
high  costs  and  low  performance.  It 
is  time  to  introduce  accountability, 
competition  and  rational  incentives 
into  the  nations  prison  systems — 
both  public  and  private. 

Federal  and  state  governments 
spend  more  than  $35  billion  a  year 
to  lock  up  a  greater  portion  of  the 
population — one  out  of  138  Amer- 
icans— than  any  other  country  on 
earth.  The  prison  population  keeps 
growing,  mainly  because  our 
recidivism  rates  are  sky-high.  Half 
of  former  inmates  return  to  prison. 
It  is  time  to  ask:  What  are  we  get- 
ting for  the  dollars  spent  on  this 
growing  revolving-door  system? 

Certainly  prisoners  should  take 
personal  responsibility  for  their 
own  actions  and  their  own  rehabil- 
itation. But  with  smart  programs, 
many  more  should  be  finishing 
their  sentences  and  coming  home 

to  be  taxpaying  citizens,  not  lifelong  drains  on  the  states  coffers. 

Why  are  so  many  failing  to  rehabilitate  themselves?  One  way 
to  ask  that  question  is  this:  Where  are  the  financial  incentives  for 
prisons  to  properly  perform  their  rehabilitative  function?  If  any- 
thing, the  captains  of  the  incarceration  industry  have  a  perverse 
incentive  to  rehabilitate  as  few  people  as  possible  and  keep  busi- 
ness booming. 

I  am  not  saying  that  jailers  do  this  consciously  or  purpose- 
fully. But  the  system  is  so  broken  that  the  very  people  we  entrust 
to  rehabilitate  prisoners  actually  profit  from  prolonged  prisoner 
stays  and  quick  prisoner  returns. 

Take,  for  instance,  the  correctional  officers  union  in  Califor- 
nia. This  union  has  become  one  of  the  states  top  political  con- 
tributors. It  has  pushed  not  just  for  higher  wages  but  for  tougher 
laws  and  longer  sentences. 

The  more  people  in  jail,  the  more  prisons  (and  prison 
guards)  we  need.  And  the  longer  the  sentences  of  those  con- 
victed, the  more  secure  the  jobs  in  the  prison.  We  now  have  a  sys- 
tem that  is  divorced  from  its  original  purpose,  which  is  to  ensure 
neighborhood  security,  not  job  security. 


Offer  financial  rewards  to 
wardens  who  have  the 
lowest  recidivism  rates. 


Some  states  have  turned  to  for- 
profit  firms  to  run  their  prisons. 
But  these  private  firms  quickly  get 
addicted  to  the  government  cash. 
They,  too,  have  poor  rehabilitation 
rates  and  spend  their  time  lobbying 
state  legislatures  for  tougher  laws 
and  longer  sentences. 

If  you  want  to  take  on  a  big, 
failing,  self-dealing  bureaucracy 
that  succeeds  (and  grows)  by 
betraying  the  public  interest,  don't 
focus  on  the  welfare  system.  Deal 
with  the  prison  system.  California 
spends  $7.4  billion  a  year  on  pris- 
ons, more  than  on  all  its  four-year 
colleges  and  universities  combined. 
Nearly  a  dime  out  of  every  state 
dollar  goes  into  California  prisons, 
which  house  170,000  inmates. 
What  return  do  Californians  get 
on  their  investment?  An  alarming 
57%  recidivism  rate. 

How  can  we  justify  continuing 
to  spend  $40,000  to  $100,000 
annually  per  inmate  in  neighborhoods  where  we  spend  less  than 
$9,000  per  pupil? 

We  should  offer  financial  rewards  to  wardens  who  have  the 
lowest  recidivism  rates  over  a  period  of  years.  Hold  prisons 
accountable  for  the  billions  of  dollars  they  spend  each  year. 
Increase  funding  for  those  that  send  people  home  who  stay  out  of 
trouble.  Decrease  funding  for  those  that  send  people  home  who 
then  get  into  trouble.  And  close  altogether  those  prisons  that  are 
notorious  for  being  virtual  crime  universities. 

Rather  than  blindly  and  endlessly  funding  prisons,  why 
shouldn't  states  instead  create  what  I  call  community  safety 
superfunds,  which  would  force  the  incarcerators  (public  and  pri- 
vate) to  compete  with  entrepreneurs,  community  programs  and 
even  other  branches  of  government  for  those  dollars? 

If  a  community-based  program  can  do  a  better  job  at  keeping 
people  out  of  prison  with  dimes  than  incarcerators  have  been 
doing  with  dollars,  let's  reallocate  those  funds.  YouthBuild  USA, 
for  instance,  works  with  unemployed  16-  to  24-year-olds  to  pre- 
pare them  for  a  high  school  diploma  while  learning  job  skills. 
Let's  send  more  money  their  way.  F 
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Dear  Ketel  One  DrinKer 
me  Know  you're  not  influenced 
by  what  other  people  drinK, 
however,  we  thought  you  might 
liHe  to  Know  Arnold  Palmer 
drinKs  Hetel  One. 


Follow-Through 


JANUARY  31,  2005 

Critical  Mass 

Since  our  feature  on  the  budding  resurgence  of  nuclear  power,  the  pro-nuke 
forces  have  gathered  steam.  Proto-environmentalist  and  Whole  Earth  Catalog 
founder  Stewart  Brand  got  behind  carbon-free  nuclear  as  the  best  way  to  stem 
global  warming.  The  Energy  Bill  awarded  liability  insurance  and  $1.2  billion 
over  three  years  to  grease  the  approval  process  on  the  next  generation  of  reac- 
tor builders.  The  Nuclear  Regulatory  Commission  gave  its  blessing  to  the  API 000 

reactor  design  from  West- 
inghouse  (now  part  of 
Toshiba).  Utilities  have  an- 
nounced plans  to  build 
eleven  AP1000  reactors. 

Some  states,  including 
Utah  and  Virginia,  are  pass- 
ing resolutions  encouraging 
new  reactor  construction, 
identifying  sites  for  new 
power  plants  or  offering  tax 
breaks  for  nuke  expansion. 
Where  might  the  nations  first  new  reactor  in  a  decade  go  up?  The  Nuclear 
Energy  Institute  has  Dominion  Energy's  North  Anna,  Va.  site  as  the  front- 
runner.  It  could  be  operational  as  early  as  2014.  — Christopher  Helman 

APRIL  18,  200S 

Hyundai,  Some  Day 

Hyundai's  ambitious  growth  plans  could  be  in  jeopardy.  South  Korean  prose- 
cutors are  investigating  whether  Hyundai  Motor  and  a  related  logistics  company 
owned  by  Hyundai  Chairman  Chung  Mong-Koo's  family  created  slush  funds 
to  pay  for  political  favors.  It's  another  headache  for  Chung,  who  is  trying  to  keep 
his  company's  momentum.  Though  Hyundai  Motor's  global  vehicle  sales  rose 
1 1%  last  year  and  sister  company  Kia  Motors'  sales  grew  7%  in  a  market  up  3.6%, 
the  combined  companies  will  need  to  step  up  the  pace  to  reach  the  goal  of 
5  million  vehicles  by  the  end  of  the  decade,  which  would  make  the  group  one 
of  the  world's  top  five  car  producers.  More  worrisome,  Hyundai's  profit  mar- 
gins are  getting  killed  by  unfavorable  currency  rates  and  rising  materials  costs. 
To  cope,  Chung  is  attacking  supplier  costs,  freezing  wages  and  building  more 
cars  outside  Korea.  In  March  the  company  announced  plans  to  build  a  Hyundai 
plant  in  the  Czech  Republic  and  a  Kia  plant  in  West  Point,  Ga.,  each  at  a  cost 
of  $1.2  billion.  —Joann  Muller 

NOVEMBER  24,  2003 

Building  Up 

We  called  building  supplies  wholesaler  Wolseley  Pic.  "the  biggest  British 
company  you've  never  heard  of."  Since  then  Wolseley  s  annual  sales  have 
grown  from  $13  billion  to  $19.6  billion,  as  the  company  continues  to  gobble 
up  competitors— 32  acquisitions  for  a  total  $1  billion  since  August  2005. 
Those  deals  should  add  $1.6  billion  to  revenue.  Wolseley  will  be  overseen  by 
a  new  leader,  Claude  (Chip)  Hornsby,  50,  after  Charles  Banks,  65,  retires  in 
July  The  ADRs  have  risen  1 10%  since  our  story.  —Megan  Johnston 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  APRIL  16,  1921 

Earning  Happiness  Carnegie  said:  "Mil- 
lionaires rarely  smile."  This 
is  substantially  true.  "Plenty 
of  money"  and  the  things 
which  money  will  buy 
in  abundance  do  not  of 
themselves  insure  greater 
L____^m_      happiness,  improvement  in  . 
Andrew  Carnegie     character,  or  any  of  the 

things  which  really  count. 
The  richest  heir  in  the  world  recently  declared 
publicly  that  he  envied  his  father  the  necessity 
of  having  had  to  earn  his  own  way  in  the  world. 
The  greatest  satisfaction  in  life  is  to  be  derived 
from  striving  to  attain  some  honest,  honorably 
worthy  object,  from  giving  to  our  work  and  to 
the  world  the  best  that  is  in  us. 

20  YEARS  AGO  IN  FORBES  |  APRIL  7, 1986 

Breaking  the  Rules  "Never  take  collateral 

that  eats" — an  old  banker's  saying,  whose 
counterpart  in  leveraged  buyouts  might  be: 
Never  leverage  a  deal  where  the  future  cash 
flow  is  almost  entirely  unpredictable.  The  usually 
smart  folks  at  Kohlberg  Kravis  Roberts  &  Co. 
ignored  this  rule  and  are  paying  a  bitter  price.  If 
oil  is  a  bargain  now,  it  wasn't  nine  months  ago 
when  a  group  of  38  investors  followed  the 
Kohlberg  firm  into  a  giant  leveraged  oil  buyout. 
Allied-Signal  Corp.  got  $1.7  billion  in  cash  and 
preferred  stock,  selling  50%  ownership  of  Union 
Texas  Petroleum  to  the  new  investors.  With  oil 
at  $30  a  barrel,  the  deal  looked  pretty  good  for 
the  new  investors.  But  with  oil  at  $15,  the  deal 
looks  terrible. 

A  KKR-led  group  recently  acquired  a  78%  stake 
in  General  Motors'  commercial  mortgage  unit. 

15  YEARS  AGO  IN  FORBES  |  JULY  22, 1991 

Beauty  Secrets  L'Oreal  has  built  its 

cosmetics  market  share — about  12%  worldwide, 
an  impressive  3-point  gain  since  1988.  How? 
By  serving  all  levels,  luxury  to  mass  market;  if 
one  sector  sags,  others  pick  up  the  slack.  By 
watching  demographics.  Is  the  market  getting 
older?  Out  come  Plenitude,  the  skin  care  line, 
and  Coloratives,  hair  care  for  dyed  hair.  By 
spending  heavily  to  promote  products.  "L'Oreal 
doesn't  launch  a  new  product,  it  launches  an 
entire  line  in  a  newly  discovered  market  cate- 
gory," says  Elizabeth  Eagles,  president  of  the 
Creative  Market  Place,  a  retail  consulting  firm. 

L'Oreal  is  buying  Body  Shop  International  for 
$1.14  billion. 
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Trade  first  class,  pay  coach. 


eady  for  an  upgrade?  Fidelity  gives  you  what  you  need  to  trade  like  a  pro  for  less.  Powerful  tools  that  let  you 
=st  and  hone  your  trading  strategies.  More  free  third-party  research.  Dedicated  trading  specialists  to  give  you 
ne  support  you  need.  All  at  coach  fares.  What's  your  broker  got?SM 

idelity  Active  Trader  Services.  Power.  Price.  Service.  No  compromises? 


Trades 

Online  Equity  Market  and 
Limit  Orders 
Margin  Rate4 
for  debit  balance  of  $500K 

The  Most  Free  Independent 
Third-Party  Research 

Portfolio-Level  Back-testir 
Dedicated  Service5 

24/7,  365  days 


1 

FIDELITY 
Active  Trader 
Services1 


As  low  as 

$8 


5.25% 


Yes 

Yes 
Yes 


Active  Trader  Services  available  to  investors  in  households  annually  making  120+  stock,  bond,  or  options  trades  and  maintaining  $25K 
in  assets  across  eligible  Fidelity  brokerage  accounts. 

Schwab  pricing  based  on  making  30+  household  trades  per  quarter  or  120+  trades  per  year. 

E*Trade  pricing  based  on  making  30  to  149  stock  or  options  trades  per  quarter.  More  trading  may  result  in  lower  commission  rates. 
Margin  trading  entails  greater  risk,  including  but  not  limited  to  risk  of  loss  (losing  more  funds  than  you  deposit)  and  incurrence  of  margin 
interest  debt,  and  is  not  suitable  for  all  investors.  Please  assess  your  financial  circumstances  and  risk  tolerance  prior  to  trading  on  margin 
Margin  rates  are  not  guaranteed  and  are  subject  to  change  without  prior  notification.  Fidelity  margin  credit  is  extended  by  National  Financial 
Services,  Member  NYSE,  SIPC,  a  Fidelity  Investments  company.  Competitor  rates  and  eligibility  may  vary  at  higher  margin  balances,  but  rates 
are  not  less  than  6.49%. 

System  availability  and  response  time  may  be  subject  to  market  conditions. 

idelity  Brokerage  Services,  Member  NYSE,  SIPC  424346 
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TRADING  PLACES 


Jilted! 

Saudi  Arabia  and  China  have  found  each  other. 

What  does  it  mean  for  the  U.S.?  by  David  A.  Andelman 


|  N  LATE  JANUARY  HIS  ROYAL  HIGH- 
■  ness  Abdullah  bin  Abdul  Aziz,  Cus- 
I  todian  of  the  Two  Holy  Mosques  and 
I  king  of  Saudi  Arabia,  summoned  to 
I  his  presence  50  of  his  kingdom's 
leading  business  and  government  figures. 
"I  am  very  proud  of  you,  our  business 
community,"  he  beamed,  one  of  them 
recalled.  "Our  businessmen  are  credible, 
honest.  I  am  very  proud." 

The  venue:  Not  Riyadh  but  a  state 
guest  house  in  Beijing.  Just  hours  earlier 
King  Abdullah  had  met  with  Chinese 
President  Hu  Jintao,  capping  a  three-day 
mission  that  saw  Saudi  executives  and 
their  Chinese  counterparts  lay  the 
groundwork  for  more  investment  flows 
and  trade  between  their  countries.  In 
choosing  China  as  one  leg  of  his  first  for- 
eign trip,  the  ruler  of  the  world's  biggest 
oil  producer  had  sent  a  loud  message: 
China  and  Saudi  Arabia,  each  on  the 
lookout  to  land  new  trading  partners  and 
become  less  dependent  on  the  U.S.,  had 
found  each  other. 

Already  the  numbers  tell  a  striking 
story  of  courtship.  Two-way  trade 
between  Saudi  Arabia  and  China,  mostly 
oil,  increased  by  60%  last  year,  passing  the 
$14  billion  mark,  nearly  nine  times  the 


figure  six  years  ago.  That  compares  with 
$28  billion  in  two-way  trade  between 
Saudi  and  the  U.S. 

Both  have  good  reasons  to  hook  up — 
Saudi  has  oil  and  China  badly  needs  it — 
but  the  U.S.  isn't  making  either  feel  as  wel- 
come here.  In  January  President  Bush's 
"addiction"  speech  called  for  reducing 
America's  dependence  on  Middle  Eastern 
oil.  Then  there  was  the  recent  Dubai  Ports 
imbroglio,  in  which  opponents  played  the 
security  card  to  force  the  company  to  drop 
plans  to  run  operations  at  six  U.S.  ports. 
And  protectionists  are  putting  the  kibosh 
on  some  Chinese  investments  in  this 
country,  notably  the  short-circuited 
takeover  of  Unocal. 

What  might  this  mean  for  the  U.S.? 
Less  willingness  by  Saudi  Arabia  to  pump 
more  oil  to  restrain  price  increases  for 
American  consumers.  China,  after  all,  will 
be  standing  by  with  an  open  checkbook 
for  oil  at  any  price.  And  China,  for  its  part, 
will  have  another  market  for  its  goods.  For 
now,  Saudi  Arabia  is  not  protesting  the 
rapid  growth  of  China's  exports  or 
demanding  currency  adjustments. 

Saudi  tycoon  Abdulrahman  Abdullah 
Al  Zamil,  chairman  of  Riyadh  conglomer- 
ate Zamil  Group,  reflects  this  view.  The 


President's  talk  "is  a  message  to  us  that 
this  region  does  not  need  to  trade  with 
you,"  he  says.  "Therefore,  I  think  we 
should  really  plan  our  policies,  our  pro- 
duction, based  on  that  assumption.  I 
would  rather  produce  9  million  [barrels  a 
day]  at  $90  a  barrel  than  12  million  at  $55 
a  barrel." 

Saudi  Arabia  supplies  15%  of  Amer- 
ica's oil  imports,  the  third-largest  foreign 
source  behind  Canada  and  Mexico,  and 
17%  of  China's  oil  imports. 

Zamil  Group  has  its  hands  in  enter- 
prises ranging  from  food  processing  and 
travel  services  to  marketing,  public  rela- 
tions and  construction.  Its  publicly  traded 
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The  U.S.  is  making  each  feel  a  bit  less  welcome:  Chinese  President  Hu  Jintao  and  King 
Abdullah  of  Saudi  Arabia  at  Beijing's  Great  Hall  of  the  People  in  January. 


spinoff,  Zamil  Industrial  Investment, 
manufactures  air  conditioners  (for  Gen- 
eral Electric,  Sanyo  and  other  multina- 
tionals), car  batteries  (for  ACDelco),  steel, 
glass,  petrochemicals  and  plastics.  Some 
40%  of  Zamil  Industrial's  output  goes 
abroad,  with  30%  of  that  to  Asia. 

But  Al  Zamil  is  just  getting  started  in 
Asia,  especially  in  China.  He  has  a  sales 
office  on  Shanghais  Ling-Ling  Road,  and 
he's  targeting  three  sectors  in  China:  red 
bricks,  steel  and  petrochemicals.  On  the 
drawing  board:  a  steel-fabrication  plant 
outside  Shanghai  that  will  serve  Chinese 


customers  now  being  supplied  by  Zamil 
plants  in  Vietnam  and  Saudi  Arabia. 

"No  doubt  capital  will  have  to  go 
where  the  growth  is,"  says  Saudi  Prince 
Alwaleed  bin  Talal,  who  heads  Kingdom 
Holdings.  "So  Saudi  Arabian  money,  Gulf 
money,  is  going  there." 

Still,  China  has  a  big  sales  job  to  per- 
suade buyers  that  the  quality  of  its  prod- 
ucts matches  competitors'.  "Saudi  Arabia 
is  a  very  competitive  market,  and  it 
requires  reliable  and  quality  products — 
especially  machines,"  says  Al  Zamil.  "I 
received  a  very  competitive  price  from 


China  for  [red-brick  making]  machinery. 
Even  though  [the  price]  was  30%  cheaper, 
my  partners  refused;  they  said  I  need  Ger- 
man machinery." 

The  two  countries  didn't  have  much  of 
a  relationship  until  1985,  when  Saudi  Ara- 
bia turned  to  China  for  ballistic  missiles 
after  Washington  wouldn't  provide  them. 
Still,  it  took  another  14  years  before  then 
president  Jiang  Zemin  paid  China's  first 
presidential  visit  to  Saudi  Arabia.  That 
paved  the  way  for  a  landmark  pact 
between  the  Saudi  monopoly  oil  company 
Aramco  and  the  China  Petrochemical 
Corp.,  or  Sinopec,  in  2004. 

The  most  visible  signs  of  the  new 
Sino-Saudi  links  can  be  found  in  Saudi 
Arabia's  shopping  malls,  increasingly 
crammed  with  clothes,  shoes  and  gew- 
gaws with  "Made  in  China"  labels.  At 
Riyadh's  Kingdom  Center  Mall,  the  Learn- 
ing Center  shop  was  overflowing  with 
toys  made,  virtually  to  the  last  item,  in 
China:  for  example,  $30  Bubble  Machines 
and  $80  Baby  Born  Dolls. 

But  it's  not  a  one-way  street — some 
Saudi  entrepreneurs  see  the  possibility  of 
selling  Saudi  goods  to  China.  For  now, 
though,  one  of  Saudi  Arabia's  biggest 
exports  to  China  may  be  cash.  With  $150 
billion  a  year  in  oil  revenues  now  pouring 
into  the  country,  Saudi  investors  are 
urgently  seeking  new  places  to  put  their 
sudden  wealth  to  work,  such  as  Hong 
Kong  real  estate  and  Chinese  stocks. 

The  Saudi-Chinese  relationship  is  still 
in  the  honeymoon  period  and  could  falter 
over  old  enmities;  Beijing  is  always  antsy 
about  Islamism  in  its  western  provinces. 
But  while  the  U.S.  may  have  been  the  dom- 
inant player  for  the  first  part  of  Saudi  Ara- 
bia's development,  China  is  clearly  angling 
to  share  that  role  in  the  next  part.  F 


APRIL  24,  2006       FORBL  39 


The  world's  richest  man  wades  into  the  messy 
business  of  Middle  East  peace  By  Nathan  Vardi 


AS  THE  U.S.  WRESTLES  WITH  HOW 
to  aid  the  Palestinians  without  sup- 
porting the  terrorist  Hamas  govern- 
ment, comes  another  reminder  that  no  good 
deed  in  the  Middle  East  goes  unpunished. 

This  hard  lesson  involves  the  $29  billion 
Bill  &  Melinda  Gates  Foundation,  the  worlds 
biggest  charity,  and  its  attempts  to  pave  a  bit 
of  the  crumbling  road  to  peace.  Last  year  it 


was  the  key  backer  of  the  $14  million  pur- 
chase of  greenhouses  Jewish  settlers  left  be- 
hind when  Israel  cleared  out  of  the  Gaza  Strip. 
Doesn't  sound  like  much,  but  the  setders 
planned  to  destroy  them,  which  would  have 
made  for  some  explosive  TV  images  and  left 
4,000  Palestinians  without  jobs. 

James  Wolfensohn,  the  worlds  special 
Middle  East  envoy,  put  up  $500,000  of  his 


Palestinians  have  destroyed  greenhouses 
despite  a  grant  from  Bill  Gates  to  save  them. 

own  and  raised  the  rest  privately.  The  green- 
houses were  handed  to  a  Palestinian  govern- 
ment agency.  When  the  deal  was  announced, 
billionaires  like  Mortimer  Zuckerman, 
Leonard  Stern  and  Lester  Crown  spoke  up 
and  got  credit  for  their  contributions.  But  the 
Gates  Foundation,  which  put  up  $10  million, 
has  kept  silent.  The  contribution  clearly  falls 
outside  the  main  focus  of  this  foundation- 
global  health.  "We  felt  we  could  help  by  op- 
erating quickly  and  quiedy'  says  a  Gates 
Foundation  mouthpiece.  "It  seemed  to  be  in 
the  interest  of  all  parties — essentially  for 
peace." 

If  only.  Since  the  pullout  Palestinian 
thieves  have  looted  the  greenhouses,  most  re- 
cendy  disassembling  steel  frames  for  scrap 
metal,  causing  $2  million  in  damage.  The 
Israelis  haven't  made  life  easier,  either,  keep- 
ing Gaza's  main  commercial  crossings  largely 
closed  for  security  reasons,  blocking  Palestin- 
ian produce — $6  million  worth  so  far — from 
getting  to  market.  F 


AUTOS 


Just  What  GM  Doesn't  Need 

Nissan  readies  a  big  rollout  of  new  cars  and  trucks. 

By  Joann  Muller 


CARLOS  GHOSN  HAS  PROVEN  TO  BE 
a  man  of  his  word.  In  1999  the  chief 
executive  of  Nissan  Motor  promised  to 
resign  if  he  couldn't  fix  the  company.  He  not 
only  fixed  it;  he  turned  it  into  one  of  the  most 
profitable  automakers  in  the  world.  In  2002  he 
raised  the  bar  again,  promising  to  boost 
worldwide  sales  by  1  million  vehicles  in  three 
years.  He  did  that,  too. 

But  his  latest  commitment — to  increase 
global  sales  by  another  24%,  to  4.2  million 
vehicles,  by  the  end  of  fiscal  year  2007— looks 
a  little  tougher.  "Obviously,  there  is  some  ner- 
vousness in  the  company  because  we  are  still 
stuck  at  3.6  million,"  Ghosn  acknowledges.  But 
he  says  his  plan  will  kick  into  high  gear  once 
new  vehicles  start  hitting  showrooms  this 
summer,  especially  in  the  U.S.  market. 

"By  July  we  will  have  been  18  months 
without  a  new  product  in  the  U.S.,  but  after 
this  there  will  be  one  every  two  months,  and 


these  will  be  very  strong  products,"  says 
Ghosn.  In  all,  Nissan  and  its  Infiniti  luxury 
division  will  unleash  six  new  or  redesigned 
vehicles  in  the  U.S.  this  year.  They  include 
replacements  for  core  vehicles  like  the  Nissan 
Altima  and  Infiniti  G35,  a  new  Sentra  com- 
pact sedan  and  a  tiny  subcompact,  the  Versa, 
that's  new  to  the  U.S.  market.  The  Quest  ^ 


Part  of  the  onslaught 
the  subcompact 
2007  Versa 
Hatchback. 


minivan  and  the  Maxima  sedan  will  also  be 
substantially  updated. 

Nissan's  product  onslaught  is  coming  at 
the  same  time  it  moves  its  North  American 
headquarters  from  Los  Angeles  to  Nashville. 
Nissan  also  knows  from  experience  that  it's 
unwise  to  bite  off  more  than  you  can  chew.  In 
2003  its  new  Mississippi  factory  ran  into  trou- 
ble trying  to  launch  an  unprecedented  five 
models  in  a  single  year.  The  ever-confident 
Ghosn  isn't  worried.  "When  you  make  a  com- 
mitment, you'd  better  achieve  it,"  he  tells 
employees.  F 
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With  Sybase®  software,  Hyundai  Department  Stores  created 
a  point-of-sale  solution  that  eliminates  cash  registers  and: 

[j  Processes  credit-card  transactions  from  anywhere  in  the  store 

[j  Reduces  total  point-of-sale  hardware  costs  by  40% 

□  Greatly  improves  sales  tracking  across  the  13-store  network 


Want  to  see  the  future  of  retail?  Where  customers  receive  personalized  shopping  experiences.  And  in  return,  show  their  loyalty  through  more  return 
visits  and  higher  purchase  totals.  It's  happening  now  at  Hyundai  Department  Stores  in  South  Korea.  Thanks  to  Sybase  Adaptive  Server®  Anywhere 
and  SOL  Anywhere8  software,  this  13-store  chain  has  an  information  edge  that  enables  salespeople  to  better  assist  customers,  check  inventories 
and  capture  signatures  on  the  spot.  It's  changed  the  way  customers  view  Hyundai.  And  it's  causing  many  companies  to  view  Sybase  software  as 
something  they  can't  live  without,  www.sybase.com/infoedge10 

Copyright  ©2006  Sybase,  Inc  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  SOL  Anywhere  are  trademarks  of  Sybase,  Inc  •  indicates  registration  in  the  W\/  1)  A 

United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners  Y   Fj/V   7  J_y 
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If  avian  flu  becomes  a  global  pandemic,  what  should  you  do?  Be  sure  your  will  is  up  to  ^j^s# 

date,  avoid  rogue  chickens  and,  according  to  a  recent  report  issued  by  Citigroup,  short  * 


Outfront     

Flu  Investment  Angles 


Tiffany  &  Co. 

Citigroups  March  report,  entitled  "Avian  Flu:  Science,  Scenarios  and  Stock  Ideas,' 
creates  a  road  map  for  investors  should  the  virus,  also  known  as  H5N1,  evolve  into 
a  form  that  can  spread  between  humans.  This  road  map  is  needed,  Citi  points  out, 
because  the  uncertainty  over  the  "virulence"  of  the  potential  pandemic  "represents 
a  dilemma  for  investors  (and  strategists)."  Not  to  mention  chickens  and 
other  living  things.  ^ 

In  the  household  and  personal  care  industries,  for  instance,  a  x, 


pandemic  would  create  "winners"  such  as  Henkel  and  Reckitt 

Benckiser,  which 


WINNERS 
GlaxoSmithkline:  Makes  antivirals 
P&G:  Scrub  away  your  fears 
Blockbuster:  Make  it  a  Blockbuster ...  month 
AT&T:  Cancel  dinner;  make  a  phone  date 
Ebay:  A  laptop  can't  kill  you 
Tenet  Healthcare:  Hospital  chain  sees  full  beds 

LOSERS 

United  Airlines:  Video  conference  instead 

Hilton:  Cancel  that  vacation 

BP:  Fewer  cars  on  the  road 

SABMiller:  Pandemic  dampens  party  spirit 

Neiman  Marcus:  Don't  shop  'til  you  drop  (dead) 

MetLife:  Enough  said 


X 


make  household 
cleaning  supplies. 

Citigroup  believes  that  "the  natural  reaction  of  people  in  areas  affected 
by  bird  flu  would  be  to  clean  more  frequently"  and  to  "increase  the 
number  of  products  used  while  cleaning."  Citi  doesn't  believe  that  a 
natural  reaction  would  be  to  catch  the  next  plane  out  of  town — it  puts 
airlines  in  the  "losers"  category.  Who  has  time  to  vacation  when  the 
doorknobs  need  scrubbing? 

As  for  the  human  implications  of  an  outbreak,  Citi  notes  percep- 
tively: "Our  analysis  suggests  that  the  hospital  sector  would  be  a  likely 
beneficiary  of  a  possible  H5N1  virus."  Those  lucky  hospitals.  Beds  full, 
stock  prices  up.  Except  that  their  shareholders  may  be  too  sick  to  cash 
the  dividend  checks.  — Helen  Coster 


MOVIE  FINANCES 


The  Silicon  Screen 


Geeks  with  money  burning  holes  in  their  pockets  discover  a  second  career  in 
Hollywood  |  By  Erika  Brown 


HERE  S  THE  PITCH:  FOUR  YOUNG  GUYS 
from  Silicon  Valley  start  a  little  com- 
pany called  PayPal.  They  run  it  for 
a  few  years,  take  it  public,  sell  it  to  Ebay,  be- 
come millionaires  and  head  to  Hollywood 
to  produce  a  movie.  The  film  is  a  hit. 

It's  Revenge  of  the  Nerds  meets 
Entourage. 

Okay,  the  "hit"  part  is  up  in  the  air.  But 
Thank  You  for  Smoking,  a  satire  about  a 
spin  doctor  who  lobbies  on  behalf  of  Big 
Tobacco,  is  coming  to  as  many  as  900 
screens  across  the  country  this  month. 

Thank  You,  produced  by  newcomer 
David  O.  Sacks,  is  the  latest  example  of  a 
new  trend  in  Silicon  Valley:  geeks  who 


made  millions  in  tech  testing  their 
resolve — and  their  riches — in  Hollywood. 
Sacks'  production  company,  Room  9 


Actor  Aaron  Eckhart,  as  a  tobacco  flack,  blowing  smoke 


Entertainment,  is  financed  by  him  and 
three  fellow  PayPal  cofounders,  Max 
Levchin,  Peter  Thiel  and  Elon  Musk. 
Their  average  age  is  34. 

Not  long  after  they  took 
PayPal  public  early  in  2002,  the 
funds  transfer  service  became 
the  most  popular  way  to  pay  for 
items  won  at  auction  on  Ebay. 
Later  that  year  they  sold  the 
firm  to  Ebay  for  $1.5  billion  in 
Ebay  stock,  making  the  four 
guys  collectively  worth  some- 
thing close  to  $300  million. 

They  are  a  restless  bunch. 
After  the  merger  Thiel  started  a 
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_Qutfroiit_ 

hedge  fund,  Musk  went  into  space  explo- 
ration, and  Sacks  started  reading  screen- 
plays. He  and  his  three  friends  put 
$4.5  million  into  the  movie  venture  and 
borrowed  another  $3  million.  Thank  You 
for  Smoking  is  an  adaptation  of  a  book 
by  Christopher  Buckley,  editor  of 
ForbesLife.  Sacks  spent  18  months  nego- 
tiating the  rights  away  from  Warner 
Brothers  and  Mel  Gibson's  Icon  Produc- 
tions, which  had  plunked  $1  million  into 
the  project  but  done  nothing  with  it. 
After  three  months  of  filming  and  six 


Revenge  of  the  Nerds 


MOVIE 


BUDGET' 


BOX  OFFICE 
GROSS 


SILICON  VALLEY 
BACKERS 


SYRIANA 


$50.0  mil 


$90  mil 


Ebay  alum  Jeffrey  Skoll 


GOOD  NIGHT,  AND  GOOD  LUCK 


7.5  mil 


52  mil     Skoll,  Mark  Cuban,  BroarJcastGom 


PRETTY  PERSUASION 


2.5  mil 


'Estimated,  domestic  only.  Sources:  Internet  Movie  Database;  Box  Office  Mojo;  producers. 


months  of  tweaking,  the  movie  was  ready 
for  the  Toronto  and  Sundance  film 
festivals. 

"The  premiere  was  such  a  reward — 


305.0002    venture  capitalist  Todd  Dagres ' 


like  working  for  three  years  on  PayPal 
and  finally  getting  to  the  ipo,"  says  Sacks. 
"No  one  thought  we  could  do  that, 
either."  F 


SECRET  MEETINGS 


Smoking  Buddies 


Is  it  true,  as  upstart  cigarette  companies  have  been  saying,  that  state  attorneys 
general  are  conspiring  with  Big  Tobacco  to  crush  the  little  players? 
New  evidence  comes  to  light  from  an  unlikely  source  |  By  Scott  Woolley 


AS  A  BLANKET  OF  SNOW  FELL  OVER 
Washington,  D.C.  on  a  bitterly 
cold  winter  day,  Jan.  25,  2004, 
executives  from  Philip  Morris,  Brown  & 
Williamson,  Lorillard  and  RJ.  Reynolds 
Tobacco  gathered  for  a  meeting  with  a 
representative  from  the  Pennsylvania 
Attorney  General's  office  and  staff  mem- 
bers from  the  National  Association  of 
Attorneys  General.  No,  it  wasn't  an  occa- 
sion for  the  prosecutors  to  outline 
charges  against  tobacco  companies.  On 
this  occasion  the  cigarette  sellers  and  the 
state  lawyers  were  all  on  the  same  side. 
They  were  plotting  together  against 
smaller  cigarette  companies. 

The  1998  settlement  of  tobacco  liti- 
gation called  for  the  big  tobacco  compa- 
nies to  hand  over  40  cents  a  pack  to  state 
treasuries.  The  states  could  use  the 
money  to  lecture  their  citizens  not  to 
smoke  or,  if  they  preferred,  to  build  roads 
or  pay  teacher  pensions  or  do  anything 
else  they  wanted.  Over  the  25-year 
course  of  the  agreement  the  money  going 
to  the  states  was  supposed  to  add  up  to  at 
least  $200  billion. 

One  little  problem:  What  was  to  stop 
upstart  cigarette  companies  from  under- 
cutting the  big  companies  that  settled  the 


tort  case?  The  newcomers  wouldn't  owe 
the  40-cent  tort  fee  because  they  hadn't 
signed  the  agreement  and  had  commit- 
ted no  tort;  indeed,  they  did  not  even 
exist  at  the  time  that  the  big  tobacco 
companies  were,  according  to  the  law- 
suit, misleading  the  public  about  the  risks 
of  smoking.  Every  pack  sold  by  an 
upstart  cigarette  manufacturer  takes  40 


cents  out  of  the  states'  honeypot  and 
takes  a  profitable  sale  away  from  an  older 
company. 

Ever  since  they  settled  their  case,  the 
states  and  the  established  tobacco 
companies  have  worked  hard  to  limit 
competition  from  small  fry.  One  scheme 
has  been  a  law,  enacted  in  almost  all 
states,  that  compels  new  cigarette  ven- 
dors to  deposit  40  cents  a  pack  into  an 
escrow  fund  on  the  pretext  that  these 
companies  might  commit  some  tort  in 
future  years.  The  escrow  laws,  however, 
had  some  loopholes  that  enabled  dis- 
counters selling  in  only  one  state  to  avoid 
most  of  the  40-cent  hit. 

By  2003  the  upstarts  had  snatched  8% 
of  unit  sales.  The  2004  meeting  was  a 
strategy  session  aimed  at  finding  new 
defensive  measures.  It  was  supposed  to 
be  a  private  session.  But  now  minutes  of 
that  meeting  have  come  to  light,  dis- 
closed by  Philip  Morris  as  part  of  a  recent 
court  case. 

The  state  lawyers  and  the  tobacco 
executives  began  kicking  around  ideas 
for  getting  rid  of  the  pesky  upstarts. 
David  Remes,  speaking  on  behalf  of 
rjr  and  Brown  &  Williamson,  pitched 
the  idea  of  a  special  tax  levied  just 
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on  small  competitors  to  make  them 
pay  more  than  Big  Tobacco.  Michigan 
was  considering  passing  such  a 
law.  rjr  was  keen  to  take  the  tactic 
nationwide. 

Mark  Greenwold,  head  lawyer  for 
tobacco  issues  at  the  National  Associa- 
tion of  Attorneys  General,  worried  that 
courts  would  likely  strike  down  the 
idea.  Already  judges  were  questioning 
whether  the  settlement  violated 
antitrust  laws.  "The  entire  scheme  of 
the  [settlement]  is  currently  under 
attack,  and  we  do  not  want  to  increase 
that  vulnerability  and  put  that  scheme 
at  risk,"  he  said. 

The  attorneys  general  pushed  a  dif- 
ferent tactic.  Their  plan  was  to  lobby 
states  to  pass  laws  plugging  up  the 
escrow  loophole.  That  would  do  more 
than  level  the  playing  field.  It  would  put 
the  little  guys  at  a  disadvantage  since,  as 
one  state  representative  pointed  out, 
the  little  guys  would  be  denied  a 
deduction  for  any  money  deposited 
into  escrow.  (Why?  Because  the  money 
would  ostensibly  be  refunded  in  a  few 
decades.) 

Since  that  2004  meeting  the  AG- 
drafted  laws  plugging  the  escrow  loop- 
hole have  spread  to  44  states.  Those 
fees  have  increased  the  wholesale  price 
of  discount  cigarettes  by  up  to  40  cents 
a  pack. 

The  fact  that  the  tobacco  compa- 
nies and  the  states  are  so  ready  to 
collude — excuse  us,  to  work  together 
on  legislation  vital  to  the  public  inter- 
est— doesn't  stop  them  from  going  at 
one  another's  throats.  In  March  an 
arbitrator  ruled  that  the  majors  could 
be  justified  in  withholding  $1.2  billion 
in  planned  payments  to  the  states 
because  of  the  volume  they  have  lost 
to  small  cigarette  sellers.  Big  Tobacco 
had  been  scheduled  to  pay  $6.5  billion 
on  Apr.  17.  The  states  insist  they 
should  be  paid  in  full  anyway  and  vow 
Big  Tobacco  won't  get  away  with  stiff- 
ing them. 

No  honor  among  thieves— 
oops,  we  meant  to  say:  No  honor 
among  public  servants  and  tobacco 
execs.  F 


ROYALTY  GAMBLE 


Piece  of  the  Action 

Betting  exchanges  are  booming  overseas.  A  U.S. 
entrepreneur  who  owns  a  patent  on  the  process  is 
placing  his  own  bet  |  By  Seth  Lubove 


INTERNET    SITES    SUCH     AS  BETEAIR, 
HedgeStreet  and  Trade  Exchange  Net- 
work's Intrade  have  gotten  very  big,  very 
fast,  by  removing  the  middleman  from 
Internet  gambling  and  trading.  Rather  than 
the  house  setting  the  odds  and  collecting  vig- 
orish,  these  "betting  exchanges"  allow  pun- 
ters to  bet  against  each 
other  on  everything  from 
sports  to  elections  to 
when  the  bird  flu  will 
strike.  Revenues  at  Betfair, 
the  market  leader,  jumped 
61%  in  fiscal  2005  to  $186 
million,  while  operating 
earnings  soared  85%  to 
$32  million.  Betting  ex- 
changes are  expected  to 
handle  as  much  as  $160 
billion  worth  of  bets  by 
2008  in  Europe,  where 
they're  legal. 

Lawrence  Kohls,  61,  a 
Chicago  entrepreneur, 
wants  a  piece  of  that  ac- 
tion, claiming  he  invented 
the  software  mechanisms 
behind  the  betting  ex- 
changes. Indeed,  in  late 
March  he  was  awarded  a 
U.S.  patent  on  the  "bro- 
kerless  futures  exchange" 
process,  and  he  has 
owned  a  similar  patent  in  Australia  since 
2001.  He's  trying  to  raise  $15  million  to  go 
after  Betfair  and  the  other  betting  ex- 
changes for  royalties,  as  well  as  to  start  up 
his  own  exchange  to  take  sports  bets. 

"Kids  growing  up  will  say,  'What  is  a 
bookmaker  and  why  do  they  do  that?'"  says 
Kohls  of  his  ambition  of  someday  taking  on 
not  just  the  online  casinos  but  also  the  fu- 
tures exchanges  (if  the  Commodity  Futures 
Trading  Commission  goes  along).  In  a  draft 
prospectus  he  ambitiously  projects  revenue 
of  $55  million  within  just  three  years,  based 


on  collecting  a  commission  of  4%  on  bet- 
tors' winnings  (none  from  the  losers)  and  op- 
erating profit  of  $27  million. 

Betting  on  Kohls  to  pull  this  off  is  an- 
other matter.  He  began  in  real  estate  devel- 
opment and  management  and  then  became 
a  serial  entrepreneur,  starting  everything 
from  an  Internet  coffee 
merchant  to  a  room- 
mate-finding service  and 
a  producer  of  Muzak-like 
music.  Closer  to  the  bet- 
ting business,  he  says  he 
was  a  futures  trader  and 
also  the  inventor  of  a  sys- 
tem that  totes  up  race- 
track bets. 

Kohls  says  as  far 
back  as  1998  he  took 
his  idea  to  England, 
where  betting  laws  are 
looser  than  in  the  U.S. 
He  got  regulatory  bless- 
ing for  his  brokerless 
exchange,  but  nothing 
came  of  it.  A  year  later, 
he  claims,  his  system 
was  being  used  by 
something  called  Flut- 
ter.com  (British  slang 
for  a  small  bet),  and 

then   Betfair,  which 
Hey.  it  was  my  idea:  Lawrence  Kohls.    started  ^  2000  and 

acquired  Flutter  in  2001. 

With  stiff  upper  lip  Betfair  rejects  the 
Yank's  claim — "yet  another  example  of 
unwarranted  opportunistic  behavior." 

Betfair  doesn't  operate  in  the  U.S. — it's 
illegal  (but  rarely  enforced)  to  take  bets 
from  U.S.  citizens — so  Kohls  says  he  plans 
to  pursue  his  patent  claim  in  Australia. 
Betfair  recently  received  approval  there  in 
a  joint  venture  with  the  late  Kerry  Packer's 
media  conglomerate.  "They  will  be  get- 
ting served  a  letter,"  says  Kohls.  Any 
wagers  on  whether  he'll  ever  collect?  F 
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Jarndyce  v.  Jarndyce 

Ever  tried  suing  the  federal  government?  You  might 
have  to  wait  a  decade  or  two  for  your  money. 

By  Lea  Goldman 


PATIENCE  MAY  BE  A  VIRTUE,  BUT 
Frank  P.  Slattery  is  through  being  vir- 
tuous. Thirteen  years  ago  he  sued  the 
federal  government  for  breach  of 
contract  after  his  thrift,  Meritor 
Savings  Bank,  was  seized  by  the 
feds,  a  casualty  of  the  S&L  crisis. 
Since  then  his  case  has  seen  the 
inside  of  a  courtroom  just  54 
days,  yet  it  has  still  managed  to 
generate  3,000  trial  exhibits,  86 
motions  and  25  volumes  of 
pleadings,  thanks  to  what  he 
calls  government  stall  tactics. 
When  the  U.S.  Court  of  Federal 
Claims  in  February  finally  ordered  the  feds 
to  pony  up  $371  million  in  damages,  Slattery, 
68,  didn't  pop  any  champagne  corks.  "They'll 
appeal,  we'll  counterappeal,  they'll  drag  this 
thing  on,  as  they've  always  done,"  he  sighs. 
Slattery  isn't  kidding.  Successor  to  the 


Waiting  for  the 
dough:  Frank  Slattery. 


Philadelphia  Savings  Fund  Society,  the  nations 
oldest  thrift,  Meritor  was  among  at  least  122 
banks  persuaded  by  the  former  Federal 
Home  Loan  Bank  Board,  along 
with  the  FDIC,  into  assuming  net 
liabilities,  totaling  $20  billion,  of 
failed  thrifts.  In  return  the  FDIC 
promised  to  relax  capital  require- 
ments and  let  the  banks  use  a 
paper  asset  called  "supervisory 
goodwill." 

But  the  cozy  deal  imploded 
in  1988,  when  the  FDIC,  under 
pressure  from  Congress,  raised 
Meritor's  minimum  capital 
requirements.  A  year  later  Congress  barred 
supervisory  goodwill  altogether,  labeling  it 
an  accounting  gimmick.  Meritor,  left  on 
the  hook  for  the  $796  million  debt  it  took 
on  when  it  acquired  Western  Savings  Bank 
in  1982,  began  its  death  spiral.  Meritor  was 


finally  seized  by  the  FDIC  in  1992.  Slattery, 
one  of  the  bank's  largest  shareholders,  sued 
the  next  year. 

There's  little  legal  doubt  that  the  feds 
screwed  up.  Numerous  courts,  including  the 
Supreme  Court,  have  found,  as  Justice  David 
Souter  wrote  in  1996,  that  the  government 
cannot  simply  "shift  costs  of  legislation  onto 
its  contractual  partners."  But  the  feds  have 
done  just  that  by  prolonging  litigation  over 
the  damages.  It  isn't  paying  interest  on 
awards,  so  it  "has  no  reason  whatsoever  to 
give  up,"  says  Slattery  lawyer  Thomas 
Buchanan. 

Burying  plaintiffs  in  appeals  seems  to 
work  So  far  36  plaintiffs  have  withdrawn  their 
cases  and  another  33  are  still  awaiting  court 
decisions  on  damages.  The  feds  have  shelled 
out  $649  million  in  damages  on  30  closed 
cases,  which  amounts  to  just  six  cents  on  the 
dollar  originally  awarded,  boasts  a  Depart- 
ment of  Justice  spokesman  (who  otherwise 
declined  comment). 

Slattery's  award  belongs  to  shareholders 
of  Meritor,  which  trades  over-the-counter,  re- 
cently at  $4.60  (which  gives  this  shell  a  mar- 
ket value  of  $253  million).  The  award  is  Mer- 
itor's sole  asset — an  asset  about  as  iffy  as  any 
goodwill  entry.  F 


Alms  Race 


Total  2004  U.S.  Investment  and  Philanthropy 
in  Developing  Countries:  $99  billion 


Americas  reputation  for  stinginess  abroad  is  undeserved.  That's  the  contention  of  Carol  Adelman,  a  senior  fel- 
low at  the  Hudson  Institute  who  has  spent  the  last  four  years  compiling  the  first-ever  Index  of  Global  Philan- 
thropy. According  to  Adelman,  the  U.S.  should  not  be  judged  on  the  $19.7  billion  the  government  gives  to 
developing  countries.  That  figure  puts  the  U.S.  in  21st  place  (out  of  22)  on  a  list  compiled  by  the  Organization 
of  Economic  Co-operation  &  Development,  which  ranks  Western  donor  nations  according  to  the  percentage  of 
gross  national  income  their  governments  give  to  developing  countries.  (Norway  ranks  first,  with  0.87%,  as 
opposed  to  the  U.S.'  0.17%.) 

Adelman  insists  American  generosity  should  be 
measured  by  the  nation's  giving  as  a  whole,  counting 
money  spent  by  private  charities,  religious  groups, 
foundations,  universities,  corporations,  individual 
donors  and  immigrants  who  send  money  home.  Tally 
those  contributions  and  U.S.  giving  jumps  to  $99  bil- 
lion. Her  point:  Private  charities  are  more  efficient 
than  government  and  tend  to  police  their  donor  dol- 
lars more  carefully.  "We  don't  need  more  government 
aid,"  says  Adelman.  —Susan  Adams 


Govt  aid  to  emerging  countries 
Universities  &  colleges 
Foundations 
Religious  organizations 
Corporations 
Private  lending  &  investment 


Nonprofits  &  volunteerism  10% 

Official  development  assistance  20% 
Source:  Hudson  Institute. 
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The  endless  hustle  and  stress  of  the  modern  world  -  many  people 
accept  it  as  part  of  the  game.  But  it  doesn't  need  to  be  that  way. 
When  technology  helps  life  run  more  smoothly,  the  modern  world 
can  be  unbelievably  peaceful. 

Meet  LC  Electronics  and  enjoy  it  all: 

Life's  pleasures.  Life's  rewards.  Life's  Good. 


i  Mobile  lets  you  enjoy      LC  HD  Plasma  TV  lets  you       LC  Flat  Panel  Home  Theater         LC  Steam  Washer's 
r  favorite  music,  videos,    record  your  favorite  shows     lets  you  enjoy  superior  sound       innovative  technology 
ind  games  anywhere.  and  stop  them  live.  and  picture  quality.  refreshes  your  day. 


www.ige.com 


The  all-new  Azera 
It  may  be  the  most  car  for  the  money,  ever 


Incredibly  well  equipped  for  $27,495.  The  all-new  Azera.  Not  only  does  it  raise  the  bar  on  standard  features,  it  puts  it  virtually 
out  of  reach.  Consider  some  of  the  highlights:  a  263-horsepower  V6,  Electronic  Stability  Control,  8  airbags,  more  interior 
space  than  a'BMW  760i,  and  America's  Best  Warranty.™*  Yes,  we'd  say  the  bar  has  been  raised,  indeed.  thenewAZERA.com 


(lis  shouid-aiwayi  tft 
taxes,  title,  licei 


A- Hyundai  like  you've  never  seen  before 


ttage-  See  dealer  tor  LIMITED"  WARRANTY  detaiis.-jBapteeia  Limited  shown.  Model  shown  with  available  Ultimate  Package  nnced  higher.  MSflP  includes  IreigM 
ilfVpnct-  may  vary/Hyundai  <*nd.Hyurid3i:iTiodpl  natnejam  re'gister«id  It aSenulrks  o(. Hyundai  Motor  America  All  rights  reserved.  CO2006  Hyundai  Motor .Amenr... 
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CULINARY  ARTS 


Shelf  Life 

Grocers  are  reaching  out  to  the  labs  for  ways  to  avoid 
throwing  out  spoiled  food.  Sometimes  the  packaging  is 
as  valuable  as  what's  inside  By  Suzanne  Hoppough 


LUCIA  KLANSEK  WANTED  HER 
teenage  son  to  tote  an  apple  or  a 
banana  to  his  basketball  games, 
but  fruit  tended  to  get  mangled 
in  his  bag,  and  containers  of 
juice  had  to  stay  cold.  The  boy  is  lucky  in 
that  his  mother  is  a  packaging  expert. 
She  designed  her  first  soda  bottle  at  age 
12;  it's  still  on  store  shelves  in  her  native 
Slovenia. 

So  when  she  saw  a  package  based  on  a 
design  developed  by  Japanese  scientists 
for  NASA,  she  knew  it  would  be  perfect  for 
her  newest  creation.  Into  a  soft  11 -ounce 
pouch  with  a  screw  cap  she  packs  a  puree 
of  110  blueberries,  6  raspberries,  half  a 
banana  and  one  and  a  half  apples.  The 


flash-pasteurized  smoothie,  which 
Klansek  dubbed  e4b,  contains  no  preserv- 
atives, and  the  packages  seven -layer  lining 
locks  out  air  to  protect  nutrients.  It  can 
last  on  the  shelf  unopened  for  a  year. 
Klansek,  48,  and  son  Niko,  now  22,  used 
$2  million  from  the  sale  of  her  Slovenian 
beverage  company  to  start  a  company  to 
manufacture  the  fruit  purees. 

In  January  Kings  Super  Markets  started 
carrying  the  product  in  27  stores  and  sold 
187  pouches  in  its  Short  Hills,  N.J.  store  in 
one  four-hour  promotion.  The  price  is  steep 
at  $6  a  pouch,  $1  more  than  a  small  Jamba 
Juice.  QVC  wants  in,  as  does  Whole  Foods. 

Distributing  food  is  a  race  against  time 
and  the  elements.  The  food  industry  annu- 


ally discards  $35  billion  worth  of  spoiled 
goods.  After  getting  what  remains  back  to 
their  homes,  families  throw  a  lot  of  it  away, 
losing  on  average  $380  worth  of  bruised  fruit, 
bad  meat  and  other  perishables  each  year. 

Progress  in  preservation  has  been  slow. 
Honeywell  and  Cryovac  have  spent  years  de- 
veloping films  to  conserve  meats  and  dairy, 
where  even  a  day  of  extra  shelf  life  is  signif- 
icant. Fresh-food  manufacturers  don't  have 
much  in  the  way  of  R&D  dollars,  but  gro- 
cers are  giving  some  new  and  old  ideas  a  sec- 
ond look  AMR  Research  senior  analyst  Scott 
Langdoc  says  it's  about  time:  "Perishables  are 
an  area  where  grocers  can  differentiate.  Why 
have  stores  been  so  slow  when  they  could 
be  doubling  profits?" 


Best  If  Used  Before.., 


e4b  fruit  puree 

1  YEAR 


Natural  Choice 
deli  meat 

120  DAYS 
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Whole  wheat  bread 

1  WEEK 


Costco  in  Canada  is  testing  out  a  Dole 
squeezable,  vitamin-enriched  fruit  pouch 
that  fulfills  daily  requirements  and  is 
geared  to  kids.  Squish'ems  don't  require 
refrigeration  because  their  crushed  fruit  is 
twice-pasteurized  at  190  degrees.  Pro- 
tected from  light  and  air,  the  product  has  a 
one-year  shelf  life.  Once  opened  with  its 
resealable  screw  cap,  it's  still  good  for  24 
hours.  If  it's  a  hit,  it  may  show  up  on  U.S. 
shelves  within  a  year. 

Whole  Foods  in  February  released  a  new 
line  of  portable  pressure-cooker  meals  that 
last  for  eight  days  on  the  shelf.  Pop  the  plas- 
tic package  into  the  microwave  and  its  top 
layer  of  film  blows  up  like  a  balloon.  A  steam 
spout  releases  pressure  but  keeps  flavor  in. 
Three-minutes  later:  an  11 -ounce  single 
serving  of  coconut  curry  shrimp  with  rice  and 
vegetables.  The  $8  item  competes  with 
restaurant  takeout 

Hormel,  the  beloved  bringer  of  Spam, 
is  at  the  longevity  game  again,  with  its  new 
Natural  Choice  line  of  cold  cuts,  which  the 
company  says  is  the  first  preservative-free 
packaged  deli  meat  from  a  large  food  man- 
ufacturer. Hormel  tested  Natural  Choice  in 
four  U.S.  cities  and  is  going  nationwide  this 
month.  Focus  groups  liked  its  120-day 
shelf  life  and  pronounceable  ingredients. 

The  secret  behind  Natural  Choice  is 
pressure,  lots  of  it.  Packaged  slices  of  turkey 
or  ham  are  given  a  bath  at  87,000  pounds 


per  square  inch  in  an  8-foot-tall  steel  cylin- 
der that's  like  "a  vertical  gun  on  the  [battle- 
ship] U.S.S.  Arizona"  says  Phillip  Minerich, 
head  of  R&D  at  Hormel.  The  pressure  is  six 
times  what  you'd  find  at  the  bottom  of  the 
Pacific  Ocean,  and  it  squashes  the  life  out 
of  any  pathogens  on  the  meat.  Hormel's  en- 
gineers relish  the  fact  that  the  cold  cuts  last 
far  longer  than  four  months  in  the  package, 
but,  says  Minerich,  "it  would  be  tough  for 
our  marketing  department  to  promote  any- 
thing past  120  days  as  'fresh.'" 

A  real  breakthrough  in  food  distribution 
would  come  from  packaging  that  was  cheap, 
invisible  and  edible.  Oregon  State  University 
professors  Yanyun  Zhao  and  Mark  Daeschel 
have  invented  an  edible,  colorless  and  odor- 
less food  wrap  that  also  comes  in  liquid  form. 
By  coating  such  fresh  foods  as  strawberries, 
cheese  or  meat  with  the  solution,  you  can 
double  their  shelf  life.  A  pouch  of  fresh  peas 
or  macaroni  and  cheese  would  dissolve 
harmlessly  in  water.  Zhao  spent  three  years 
perfecting  the  recipe,  basing  it  on  two  pro- 
teins: chitosan,  found  in  ground-up  shellfish 
shells,  and  lysozyme,  in  egg  whites.  Both 
proteins  have  natural  properties  that  keep 
microbes  from  dwelling  on  food.  Swiss 
pharmaceutical  company  Fordras  funded  the 
project,  and  it  has  already  caught  the  atten- 
tion of  food  giant  ConAgra  and  U.K.  envi- 
ronmental packager  Greenpac. 

The  professors'  solution  still  needs  to  be 


accepted  as  safe  by  the  U.S.  Department  of 
Agriculture  and  the  Food  &  Drug  Admin- 
istration. Since  both  shellfish  and  eggs  are 
common  allergens,  their  presence  must  be 
disclosed  on  packaging,  a  bit  of  a  logistical 
challenge  for  loose  fruit.  Grocers  worry 
about  whether  consumers  will  break  out  in 
hives.  "There  are  potential  issues,  but  no 
major  incidents  have  been  reported," 
Zhao  says. 

CSP  Technologies,  a  firm  in  Auburn, 
Ala.,  sells  plastic  cylinders  used  to  house  di- 
abetes test  strips;  the  containers  remove 
moisture  through  a  desiccant  within  the  wall 
of  the  vial.  Could  this  superdry  packaging 
be  sold  to  the  packaged-food  industry?  CSP 
worked  with  Mars  on  the  idea  of  using  the 
company's  packaging  for  keeping  M&Ms 
fresh.  M&Ms  are  already  housed  in  a  CSP 
vial,  notes  William  Abrams,  CSPs  head  of 
business  development,  but  without  the  hu- 
midity-scavenging feature.  To  add  it  would 
cost  pennies,  but  neither  Mars  nor  other 
food  companies  have  rushed  to  do  so. 

Of  the  $460  billion  spent  in  supermar- 
kets each  year,  only  a  sliver  goes  to  farmers. 
The  farmer's  share  of  a  loaf  of  bread  is  5% 
of  the  retail  price  and  7%  of  the  price  of  a 
can  of  tomatoes.  The  rest  is  eaten  up  by  pro- 
cessing, packaging,  shipping,  advertising  and 
retailing.  As  packaging  gets  more  exotic,  the 
downstream  costs  will  probably  capture  an 
even  larger  share  of  the  pie.  F 


Digital  Tools 


NotPods 


B 


Y  NOW  APPLE'S  SAINTED  IPOD  SHOULD  BE  SEEING 
real  competition.  Some  enterprising  company  should 
be  developing  a  dandy  new  device  that  costs  the  same 
I  as  the  clickwheeled  darling  but  performs  significantly 
better— or  a  pure  knockoff  that  looks  great  and  works 
as  well  but  costs  a  lot  less.  Luckily  for  Apple  the  competition  just 
doesn't  seem  to  get  it. 

Example:  You  might  consider  countering  the  iPod  with  a 
player  that  has  a  removable  battery  so  you  could  keep  a  spare 
charged  up  on  the  side.  When  the  old  battery  had  gasped  its  last, 
you  could  swap  in  the  new  one  easily  and  cheaply  instead  of  hav- 
ing to  ship  the  thing  back  to  Apple,  pay  $66  for  a  replacement 
and  reinstall  all  your  tunes.  You  might  also  offer  an  optional 
long-life  battery  that  played  twice  as  long  as  the  one  imprisoned 
in  the  iPod.  And  you  might  charge  less. 

So  here's  the  30-gigabyte  Creative  Zen  Vision:M.  It  looks  a  lot 


Stephen  Manes 


New  portable 
music  players 
take  their  cues 
from  the  iPod 
but  can  save 
you  money  on 
the  music  you 
download. 


like  the  current  video  iPod, 
except  for  an  oval  touchpad 
where  you  expect  to  see  a  click- 
wheel.  The  Zen  also  offers  a 
choice  of  five  colors  instead  of 
the  iPod's  black  or  white.  The 
Zen  can  play  video  for  four 
hours  instead  of  the  iPod's  two, 
and  a  built-in  FM  tuner  lets  you 
listen  and  record  off  the  air;  a 
microphone  records  dictation. 

But  there  the  advantages 
end.  The  Zen  costs  the  same 
$300  as  an  iPod  with  the  same 
capacity.  The  long-life  battery  is  no  more  easily  replaced  than  the 
one  in  an  iPod,  and  it  adds  weight  and  bulk.  Precisely  as  tall  and 
wide  as  the  iPod,  the  Zen  is  almost  twice  as  thick.  Though  it 
weighs  only  about  20%  more,  it  somehow  feels  like  a  brick  com- 
pared with  its  slim  competition. 

And  what  genius  came  up  with  a  proprietary  (and  easy-to- 
lose)  adapter  that's  required  for  charging  the  device  or  mating  it 
with  a  PC?  At  least  Creative  throws  in  the  separate  AC  power 
cord,  as  well  as  one  for  recharging  via  a  computer's  USB  port; 
Apple  will  soak  you  $30  for  an  AC  power  adapter,  though  you  can 
find  one  elsewhere  for  $5. 

Like  everything  without  an  Apple  logo,  the  Zen  can't  play  music 
or  video  purchased  from  the  iTunes  Music  Store.  But  unlike  Apple 
devices,  it  can  take  advantage  of  the  all-you-can-hear  smorgasbord 
subscription  deals  (see  box,  p.  56)  and  cheaper- than-iTunes  down- 
loads that  several  Windows  Media-based  sites  offer.  It  can  play  movies 

downloaded  from  Cine- 


Ways  to  play:  Creative  Zen  Vision:M, 
Apple  iPod,  Samsung  Z5,  iPod  Nano. 


maNow  and  video  from 
sites  like  Major  League 
Baseball's,  and  it  comes 
with  software  that  can 
convert  video  to  a  compat- 
ible format,  something  for 
which  Apple  charges  extra. 
But  so  far  there's  no  single 
video  source  that's  re- 
motely as  elegant  as  iTunes 
or  as  populated  with  stuff, 
including  free  program- 
ming, that  you  might  ac- 
tually want  to  watch.  The 
Zen  isn't  bad,  but  an  iPod- 
killer  it  is  not. 

Apple's  iPod  Nano 
shook  up  the  solid-state 
music  player  world  by 
putting  a  color  screen  in 
a  teensy  frame  that  could 
hold  hundreds  of  songs 
and  photos.  Models  that 
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taking  the  most  of  your  $ 

mai 


or,  how  to  drive  new  growth  when 
you've  plumb  run  out  of  ideas. 


AT  PITNEY  BOWES,  we  know  how  to  turn  your 
mailstream  into  a  profit  engine.  By  optimizing  the 
complex  flow  of  mail,  documents,  email,  and 
packages  that  stream  out  of,  into  and  through  your 
business,  we  can  help  you  significantly  increase 
customer  acquisition,  retention  and  loyalty— and 
dramatically  decrease  costs.  And  because  we're 
the  only  company  that  offers  end-to-end  mailstream 
solutions,  from  data  management  to  personalized 
document  creation,  production,  and  distribution, 
you  can  see  results  a  lot  faster. 

Visit  pb.com/mailstream  to  learn  more. 


=jf=  Pitney  Bowes 

Engineering  the  flow  of  communication' 
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y  now  Apple's  iTunes  Music  Store  should  be  seeing 
some  real  competition,  too.  All  some  enterprising  com- 
'pany  would  have  to  do  would  be  to  develop  a  site 
with  much  the  same 

content,  add  the  ability  to  use  it  on  a  host  of  players  that 
don't  happen  to  be  iPods— and  offer  better  prices.  That's 
happened,  but  it  doesn't  seem  to  be  quite  enough— in  part 
because  of  subpar  players,  in  part  because  of  Microsoft's 
software  failings. 

The  big  advantage  of  the  major  non-iPod  sites  is  the  availabil- 
ity of  "to-go"  subscription  deals  for  filling  up  portable  players. 
The  concept  is  the  same  among  the  three  big  services:  As 
long  as  you  pay  a  monthly  fee  (Yahoo  Music  charges  $10  if 
you  pay  a  year  in  advance,  $12  otherwise;  Rhapsody  and 
Napster  $15  each),  you  get  unlimited  access  to  a  library  of 
more  than  1.5  million  titles. 

You  can  play  your  music  on  several  computers  and  portable 
devices,  which  generally  need  to  connect  to  the  service  once  a 
month  to  authorize  themselves.  Drop  your  subscription  and 
the  music  dies,  though  it  usually  revives  once  you  pay  up. 
Subscriptions  that  let  you  use  a  computer  but  not  a  music 
player  are  even  cheaper.  But  the  Windows  Media  digital 
rights  management  system  can  at  times  be  wildly  frustrating, 
displaying  messages  about  "acquiring  license"  that  no  user 
should  have  to  see. 

Still,  being  able  to  listen  to  a  month's  worth  of  anything  that 
suits  your  fancy  for  the  price  that  iTunes  charges  for  an  album 
is  compelling,  and  the  selection  is  broad.  Of  the  top  ten 
albums  at  iTunes  when  I  tested,  all  but  one  were  available  at 
all  three  Windows  Media  services.  For  those  who  want  to 
steep  themselves  in  music,  it's  miraculous:  You  can  stuff  your 
player  with  dozens  of  Duke  Ellington  or  Arthur  Rubinstein  or 
Bob  Dylan  albums  and  not  go  broke. 


Yahoo!  Musk  Unlimited 

OVER  A  MILLION  SONGS  S  BUCKS  A  MONTH 
THIS  IS  HUGE 


list 


<@  Rhapsody 

The  #1  Rated  Digital  Music  Service 
JMr — -i.  I 


The  services  offer  similar  but 
not  identical  catalogs.  With 
all  of  them  the  vast  majority 
of  music  is  available  on  the 
unlimited  download  plans, 
but  some  titles  are  limited 
to  streaming  or  a  la  carte 
purchase.  The  biggest  differ- 
ences are  in  the  ways  they 
present  their  material  and 
let  you  manage  your  device 
and  in  separate  features 
that  let  you  do  things  like 
create  personal  Internet 
radio  stations. 

Yahoo,  for  example,  pays  al- 
most no  attention  to  classical 
music,  filing  it  under  "easy  lis- 
tening." Plenty  of  classical  ti- 
tles are  there,  but  searching 
for  them  is  maddening.  Nap- 
ster and  Rhapsody  have  their 
own  quirks  in  the  way  they 
present  the  material.  None 
offers  the  ease  of  use  or  the  sleek  presentation  of  iTunes.  But 
iTunes  doesn't  offer  subscriptions. 

Since  all  of  these  services  offer  free  trials,  I'd  start  with  the 
cheap  one,  Yahoo,  and  then  move  to  another  if  you're  not 
satisfied.  Or  you  might  want  to  wait  for  MTV  Networks'  new 
Urge  site,  which  is  expected  to  go  live  before  summer.  And  if 
you  want  to  use  it  with  a  portable  player,  make  sure  you  get  a 
"Plays  for  Sure  Subscription"  certified  model.  That's  what  passes 
for  simplicity  in  the  realm  where  iThings  need  not  apply.  — S.M. 


hold  two  and  four  gigabytes  cost  $200  and  $250;  a  new 
1  -gigabyte  model  is  $  1 50.  Now  come  some  Windows  Media-based 
challengers.  Samsung's  Z5,  with  an  interface  developed  by  one  of 
the  iPod's  designers,  matches  Apples  capacities  and  price  points. 
SanDisk's  Sansa  e200  series  models  go  for  $20  less  each;  there's  no 
1-gig  model,  but  a  6-gig  unit  costs  $280.  Though  both  have  bigger 
screens  than  the  Nano's,  they're  also  significantly  thicker. 

The  Z5's  awkward,  twitchy  interface  involves  a  touchpad 
that  lets  your  finger  click  and  tap  around.  But  it  does  have  one 
wonderful  feature:  a  dedicated  volume  key  on  the  side.  The  ver- 
tically oriented  screen  is  nearly  44%  bigger  than  the  Nano's,  but 
it  has  fewer  pixels,  so  it  looks  unpleasantly  grainy.  Horizontally 
oriented  photos  command  even  fewer  pixels  and  thus  lose  more 
detail.  While  music  plays,  the  screen  can  display  the  album 
cover,  but  with  such  poor  resolution  you'll  be  hard-pressed  to 
read  it. 

As  a  music  player,  the  Z5  sounds  fine.  It  does  a  good  job 
of  hooking  up  with  the  sometimes  awkward  Windows 
Media  subscription  services,  and  its  battery  lasts  more  than 


twice  as  long  as  the  Nano's  14  hours.  But  it  won't  let  you  create 
playlists  on  the  fly  the  way  iPods  and  the  Zen  can. 

The  Sansa  has  a  decent  user  interface  that  involves  a  wheel 
that  actually  moves  and,  like  the  Zen,  includes  an  FM  tuner  and 
the  ability  to  record  off  the  air  or  from  your  voice.  But  testing 
without  benefit  of  a  manual,  I  was  unable  to  get  photos  or  video 
to  display  on  the  device. 

Worse,  electronic  squeaks  and  squeals  marred  the  first  few 
seconds  of  virtually  every  music  track  I  tried.  They  sounded  like 
the  death  rattles  of  a  hard  drive,  a  neat  trick  in  a  unit  without  one. 
Coupled  with  a  failure  to  maintain  album  track  order  in  some 
downloads,  that  puts  the  Sansa  off  my  playlist. 

The  burgeoning  culture  of  iPod  accessories,  both  software 
and  hardware,  helps  ensure  that  those  who  think  different  and 
shun  the  iPod  will  remain  in  the  minority.  For  the  foreseeable 
future,  the  greatest  competition  for  an  iPod  is  the  next  one.  F 
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Global  companies  have  teams  everywhere. 
To  help  them  share  ideas,  Xerox  multifunction  systems 
and  software  put  everyone  on  the  same  playing  field. 
There's  a  new  way  to  look  at  it. 


lunning  a  global  company  requires  secure  worldwide 
nformation  sharing.  Luckily,  Xerox  has  a  solution  for 
veryone  on  your  team.  Using  Xerox  multifunction 
ystems  and  Xerox  DocuShare®  software,  documents 
an  be  securely  scanned  to  the  Web.  This  way  people 
hroughout  your  global  network  can  share  them.  This 


keeps  documents  current,  can  eliminate  warehousing 
needs  by  70%  and  can  reduce  order  fulfillment  time  by 
80%.  Whatever  Xerox  WorkCentre®  multifunction  system 
you  choose,  you'll  reduce  costs  by  printing,  copying, 
scanning  and  faxing  from  one  convenient  network  device. 
Now  that's  a  game  plan.  To  learn  more,  contact  us  today. 


XEROX 

erox.com/offfice/team  |  Technology  |  Document  Management  |  Consulting  Services 

-800-ASK-XEROX  ext.  753 
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RESUSCITATING  AT&T 


A  Battered  Brand,  Reborn 


Edward  E.  Whitacre  Jr. 
aims  to  revive  the  AT&T 
name — by  abandoning 
sibling  brands  that  cost 
billions  of  dollars  to 
build  i  By  Tim  Doyle 

EDWARD  E.  WHITACRE  JR.  HAS 
a  soft  spot  for  the  beaten- 
down  brand  that  is  AT&T. 
He  joined  the  130-year-old 
company  as  an  engineer  in 
1963  and  left  it  two  decades  later  to  stay 
with  Southwestern  Bell,  one  of  seven 
Bell  local-service  companies  that  the 
feds  broke  off  from  AT&T  in  1984.  He 
became  the  Baby  Bell's  chief  in  1990, 
renamed  it  SBC  in  1995— and  has  spent 
upward  of  $200  billion  of  shareholders' 
money  to  reassemble  much  of  the 
AT&T  he  had  left  behind. 

By  early  next  year  Whitacre's 
reanimation  will  be  all  but  complete, 
when  the  deal  closes  for  its  $65.5  bil- 
lion purchase  of  BellSouth  on  top  of 
SBC's  $16.5  billion  buyout  last  fall  of 
the  old  AT&T  long-distance  business. 
Of  the  nine  distinct  companies  that 
once  bore  the  brand  of  AT&T, 
Whitacre  will  control  six  of  them.  Fit- 
tingly, he  jettisoned  the  SBC  name  last 
fall  in  favor  of  his  beloved  icon,  albeit 
this  time  lowercase:  at&t. 

The  new-old  AT&T,  with  $120  bil- 
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Which  CFO  has  an  accountable  health  benefits  company? 


Optimizing  your  company's  financial  results  in  the  face  of  spiraling  health  care  costs  is  a 
challenge.  Minimize  the  stress  by  choosing  a  health  care  company  that's  affordable  and 
accountable.  ■  We're  UnitedHealthcare,  a  national  health  care  company  dedicated  to  tailoring 
high  quality,  affordable  health  benefit  solutions  that  work  for  your  company.  Here's  how: 

Simply  Accountable™  -  provides  up  to  30%  guaranteed  health  care  cost  savings  for 
new  self-funded  customers 

Definity™  HSAs  and  HRAs  -  give  your  employees  control  over  their  health  and  health 
care  spending  with  our  industry-leading,  cost-effective  consumer-driven  plans 
Packaged  SavingsSM  -  save  on  combined  dental,  vision,  life  or  disability  plans  -  and 
simplify  your  administrative  workload 

Total  Affordability  ManagementSM  -  take  advantage  of  our  unique  approach  to  working 
with  physicians,  hospitals  and  consumers  to  optimize  health  care  quality  and  affordability 

We're  UnitedHealthcare,  and  we're  a  health  care  company  you  can  hold  accountable. 


c 
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c 


To  learn  more  about  our  innovative  products  and  programs,  contact  your  broker  or 
consultant  or  visit  www.uhc-accountable.com/forbes 


UnitedHealthcare* 


mm 


It  just  makes  sense.* 


itrative  services  to  self-funded  plans  provided  by  United  HealthCare  Insurance  Company  or  United  HealthCare  Service  LLC.  Insurance  coverage  provided  by  or  through:  United  HealthCare  Insurance  Company,  United  HealthCare  Insurance  Company 
'  York,  or  their  affiliates.  Packaged  Savings  program  may  not  be  available  in  all  states  UnitedHealthcare's  Definity  Health  Savings  Account  high  deductible  medical  plan  (Definity  HSA)  complies  with  IRS  reguirements  and  allows  eligible  enrollees 
a  Health  Savings  Account  with  a  bank  of  their  choice.  "Definity  HSA"  refers  generally  to  the  product  that  includes  a  HDHR  although  in  some  cases  "Definity  HSA"  may  refer  only  to  the  Health  Savings  Account  UnitedHealthcare's  Definity  Health 
Reimbursement  Account,  (Definity  HRA).  combines  a  medical  benefit  plan  with  an  employer-funded  account  ©  2006  United  HealthCare  Services,  Inc. 


lion  in  annual  sales,  will  be  the  largest 
telecom  company  in  the  world.  It  has 
begun  a  billion-dollar  ad  blitz  that  ranks 
as  the  biggest  in  the  brands  history.  The 
effort  includes  a  dozen  new  TV  spots,  32 
print  ads,  sponsorship  of  the  Masters 
(golf)  and,  until  recently,  a  slick  billboard 
in  Times  Square.  Campaign  tagline: 
"Your  world.  Delivered,"  which  gets 
tweaked  for  Internet  ads.  ("Blogging. 
Delivered.")  Theme  song:  "All  Around  the 
World,"  the  1997  pop  hit  by  Oasis,  the 
British  band  and  Beatles  doppelganger. 

Ad  spending  could  hit  $2  billion  in 
2007  if  the  BellSouth  deal  wins  approval, 
as  expected,  ranking  AT&T  with  some  of 
the  nation's  biggest  advertisers,  such  as 
General  Motors  and  Procter  &  Gamble. 

But  Whitacre's  embrace  of  the  brand 
at&t  is  even  more  costly  than  that,  for  he 
is  abandoning  others  that  collectively  have 
racked  up  billions  of  dollars  in  ad  spend- 
ing in  recent  years:  SBC,  BellSouth  and  one 
of  the  most  heavily  promoted  new  tech 
brands  of  all — Cingular.  A  daunting  $10.5 
billion  was  spent  over  five  years  promot- 
ing these  three  names,  all  of  which  now 
will  disappear.  Last  year  BellSouth  and 
Cingular  had  higher  brand-loyalty  ratings 
than  AT&T,  says  Brand  Keys. 

Cingular,  which  had  been  owned  by 
SBC  and  BellSouth,  spent  $1.3  billion  on 
ads  last  year,  a  44%  increase,  says  ad 


have  very  short  attention  spans." 

"If  you  spend  enough  money,  you  can 
get  by  that,"  counters  Whitacre.  That 
should  be  quite  comforting  to  AT&T's  ad 
agencies,  GSD&M,  a  unit  of  Omnicom 
Group,  and  Rodgers  Townsend,  but  less  so 
to  BBDO,  the  Omnicom  ad  shop  that  so 
prominently  promoted  the  destined-for- 
death  Cingular  brand,  and  WPP  Group's 
Grey  Worldwide,  which  ran  BellSouth's 
$128  million  ad  budget  last  year. 

Whitacre's  rush  to  bet  it  all  on  at&t 
harks  back  to  the  days  when  the  brand 
was  monolithic,  ubiquitous  and  beloved: 
"Reach  out  and  touch  someone," 
launched  by  ad  shop  N.W.  Ayer  in  1981, 
anchored  ads  that  were  keenly  emotive 
(or  schmaltzy).  But  in  later  years  the 
AT&T  name  was  better  known  for 
mishaps  and  melodrama — three 
breakups  (two  of  them  self-imposed),  the 
ousting  of  a  longtime  chairman  (Robert 
E.  Allen),  the  fiasco  of  a  hired-then-fired 
successor  (John  R.  Walter)  and  the  ill- 
fated  finale  of  ex-IBMer  C.  Michael  Arm- 
strong, who  took  over  in  1997  and 
unwisely  plowed  $116  billion  into  cable 
systems.  (The  new  AT&T  owns  no  cable 
systems  at  all.)  The  company  bowed  out 
of  the  consumer  market  in  2004. 

But  the  AT&T  name,  even  battered  as 
it  is,  was  instantly  better  than  the  SBC 
brand  that  Whitacre's  company  had  built 


Brand  confusion?  "If  you  spend 
enough  money,  you  can  get  by  that." 


tracker  TNS  Media  Intelligence.  It  has  54 
million  customers.  Now  Whitacre  is 
scrapping  the  Cingular  name  altogether  in 
favor  of  at&t.  Yet  the  old  AT&T  Wireless, 
which  Cingular  bought  for  $41  billion  in 
2004,  was  plagued  with  high  customer 
quit  rates,  quality  complaints  and  market- 
ing woes.  Cingular  had  chosen  to  douse 
that  tarnished  name.  Now  it's  back. 

"It's  a  recipe  for  confusion,"  says  Karl 
Barnhart,  managing  director  at  Core- 
Brand,  which  had  consulted  to  AT&T  (the 
long-distance  progenitor)  until  its  merger 
with  the  former  SBC  last  fall.  "It's  going  to 
be  tougher  for  them  to  rebuild  the  AT&T 
Wireless  brand,"  he  says.  "Consumers 


at  a  cost  of  $1.5  billion  over  four  years. 
Brand  research  that  SBC  commissioned 
last  year  showed  that  its  moniker  had  no 
clout  overseas.  Even  in  the  U.S.,  where  SBC 
flacked  itself  at  a  cost  of  $314  million  last 
year,  recognition  for  local  phone  service 
outside  its  13-state  base  was  low:  Some 
people  guessed  SBC  stood  for  Southern 
Baptist  Conference  or  Seattle's  Best  Coffee. 

So,  Whitacre  made  the  call:  "We're  just 
going  to  call  it  AT&T  and  do  it,"  he  told 
his  marketing  team  last  June.  But  he 
insisted  on  updating  what  he  calls  "the 
Death  Star,"  AT&T's  old  logo.  When  Inter- 
brand,  an  Omnicom-owned  marketing 
consultancy,  suggested  using  lowercase 


type  to  make  the  company's  tag  more 
accessible,  Whitacre  fretted.  "I  agonized 
over  using  large  or  small  letters." 

The  rebranding  and  resurrection  of 
"at&t"  is  so  sweeping  that  all  customer 
bills — some  30  million  monthly  notices 
for  various  services — will  be  revised  to 
bear  only  the  new  lowercase  brand.  Why 
not  simply  tack  on  the  new  parent  name 


AT&T 


at&t 


A  new  look:  AT&T's  former  logo  (left)  and 
the  more  casual  one  favored  by  Whitacre. 

but  also  let  customers  in  the  nine  states 
that  BellSouth  serves  continue  getting  the 
same  branded  bills  they  have  seen  for 
more  than  20  years?  Whitacre  wants  to 
avoid  confusion — and  save  $500  million 
by  promoting  just  one  brand. 

Ads  for  the  new  AT&T  play  up  the  old 
Ma  Bell's  history  as  an  innovator  (it  devel- 
oped the  transistor,  laser  and  cell  phone). 
One  TV  spot  talks  up  AT&T's  invention, 
in  1939,  of  the  first  talking  computer  and 
links  it  to  today's  in-car  voice-navigation 
systems  (never  mind  that,  um,  AT&T 
doesn't  make  or  sell  them). 

Some  marketing  experts  say  the  first 
run  of  ads  fails  to  spell  out  how  "the  new 
AT&T"  is  different  from  the  brand  that 
endured  so  many  travails.  "It  doesn't  leave 
a  message,"  says  Al  R  Ries,  a  consultant  in 
Atlanta.  "They  haven't  figured  out  what 
they  are  going  to  say." 

New  ads  breaking  now  trumpet  the 
San  Antonio  company's  specific  services 
and  features.  One  commercial  pitches 
AT&T's  Internet  phone  capabilities  by 
showing  teenagers  partying  at  a  friend's 
house  while  his  parents  are  away.  The  rev- 
elry halts  when  the  kid  realizes  his  mom  is 
calling  on  the  home  phone.  All  is  well 
until  she  hears  a  sound  in  the  background, 
thanks  to  the  clear  connection.  "Is  that 
confetti?"  she  asks  suspiciously. 

"The  chairman,"  as  Ed  Whitacre  is 
called  throughout  the  company,  knows  he 
is  placing  a  huge  bet  on  his  new-old 
brand.  Says  he:  "Everything  is  at  stake."  F 
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this  car  is  insured  fresh  daily. 

Can  an  unassuming  GPS  device  change  the  direction  of  an  entire  industry? 
It's  happening  now.  IBM  is  working  with  insurance  companies  to  deliver  a  new 
service,  "pay  by  the  mile"  insurance.  The  program  is  changing  centuries-old 
actuarial  processes;  better  yet,  it's  driving  growth  in  new  policies.  On  Demand 
Innovation  Services  are  among  the  many  IBM  capabilities  that  companies  are 
leveraging  to  make  themselves  unique.  Want  innovation  for  growth?  Talk  to  the 
innovator's  innovator.  Call  on  IBM.  To  learn  more,  visit  ibm.com/innovation 

what  makes  you  special? 
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United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2006  IBM  Corporation.  All  rights  reserved. 


THE  SANDS  OF  TIME 


1879 

Bulb-shaped 
glass  for  the 
first  incandes- 
cent lightbulbs. 
By  1908  they 
accounted 
for  half  of 
Coming's 
business. 


It  is  Weeks'  mission  to  make  the  bad  times  less  terrible  by 
langing  the  way  Corning  decides  what  to  invest  in.  Instead  of 
ouring  money  into  just  one  product  at  a  time,  Weeks  wants 
orning  to  juggle  many — like  diversifying  your  investments.  But 
)  get  there  Weeks  had  to  jettison  classic  business  school  theory, 
hich  would  have  companies  pushing  decision  making  down  to 
>wer  levels.  Weeks,  who  got  a  Harvard  M.B.A.  in  1987,  has 
istead  wrested  control  of  research  and  development  spending 
ecisions  away  from  the  divisions  and  centralized  them  with  the 
xecutives  at  the  company. 

The  idea  is  that  managers  seeing  the  whole  company  can 
irect  money  and  resources  to  a  division  that,  while  unprofitable, 
lay  hold  Comings  next  big  hit.  In  the  past  the  divisions  at  Corn- 
lg  making  the  most  money  were  the  ones  that  could  invest  the 
lost  in  research  and  development.  So  when  Corning  was  all  fiber 
ptics,  research  in  other  areas  was  crowded  out;  in  2000,  65%  of 
orning's  R&D  money  went  to  fiber  optics.  Now  29%  goes  to 
ornings  current  hit,  display  screens. 

Weeks  regularly  convenes  what  is  called  a  growth  and  strategy 
ouncil.  At  the  head  of  the  council  sits  a  triumvirate:  Weeks,  Chief 
)perating  Officer  Peter  Volanakis  and  Chief  Technology  Officer 
oseph  Miller.  Every  four  to  six  weeks  the  council  meets  for  a  half- 
ay  debate  about  a  technology  that  is  two  to  seven  years  from 
ieing  ready. 

"If  you  want  balance,  someone  who's  in  charge  of  all  of  it  needs 
o  actually  make  these  decisions,"  says  Weeks.  Miller  says  he  wants 
orning  to  score  two  to  four  big  hits  per  decade,  up  from  one  or  two. 

The  top  guys  also  have  the  responsibility  to  say  no  to  a  project. 
4ark  Newhouse,  who  runs  Coming's  new-business  development 
iperation,  often  serves  as  the  grim  reaper.  "One  of  the  risks  of  my 
ob  is  that  you  are  going  to  be  wrong  about  a  lot,"  Newhouse  says. 
The  objective  is  to  not  be  too  wrong."  When  the  time  comes 
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twisting  volatility  out  of  its  business 
lulous  inventions  |  By  Jonathan  Fahey 
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1997 

One  of  the 
largest  pieces 
of  glass  ever: 
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Newhouse  c.rculates  a  P,cture  of  a  baby  seal.  The  message:  be  its  next  big  hit. 
Sometimes  you  have  to  kill  something  you  really  don't  want  to.    orning  might  not 

Corning  inventors  have  never  taken  the  easy  path,  for  better 
or  worse.  They  look  for  what  their  employer  calls  keystone  compo-trates  for  catalytic 
nents.  These  are  the  ones  whose  absence  makes  a  system  impossi-sel  passenger  cars, 
b  e.  For  instance,  without  Coming's  flawless  and  thin  flat  glass,which  had  started 
electronics  companies  couldn't  make  those  small,  sleek  televisionsinstalling  them  on 
that  hang  on  walls.  "If  it's  not  really  hard,  if  it  might  not  blow  up,m  Union's  require- 
its  not  for  us,"  says  Weeks.  ^  a  longtime 

Corning  now  is  pouring  R&D  money  into  a  hand-  3rmng  to  start  pro- 

tul  ol  budding,  high-potential  inven-  ||Mg      still  testing  it. 
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Entrepreneurs 


READJUSTING  RETAIL 

Gas  and  cigarettes  are 
bestsellers  for  Ron  Lamb. 
They're  also  his  biggest 
headaches  |  By  Emily  Lambert 

POTOMAC,  ILL.  (POP.  700)  HAS  THREE  CHURCHES 
and  no  restaurants.  Its  retail  pickings  are  slim,  and 
for  decades  it  was  dry,  too.  But  to  lure  a  Casey's  Gen- 
eral Store  three  years  ago,  Potomac's  mayor  con- 
vinced the  town  to  lift  the  alcohol  ban.  When  the 
store  opened  a  year  later,  he  was  first  in  line  and  bought  a  12- 
pack  of  Bud  Light. 

Casey's  has  spent  38  years  selling  convenience-store  goods 
mainly  in  small  midwestern  towns  with  populations  of  5,000  or 
fewer.  Over  the  last  12  months  the  Nasdaq- traded  Ankeny,  Iowa 
chain  earned  $57  million  on  $3.3  billion  in  sales.  Not  exacdy  a 
breath-snatching  business  but  one  built  solidly  on  two  big  sellers: 
gasoline  and  cigarettes.  These  destination  items  are  responsible 
for  roughly  80  cents  out  of  every  dollar  spent  at  Casey's,  on  a  par 
with  most  convenience  stores.  Gas  and  smokes  pull  customers 
into  the  store,  where  they  can  pick  up  any  of  2,800  different — 
and  higher-margin — goods,  from  gum  to  beer. 

But  lately  those  big-traffic  generators  have  been  under  pres- 
sure, thanks  to  havoc  in  the  marketplace.  The  bumps  haven't  rat- 


Inconvenience 


ded  Ronald  Lamb,  Casey's  70-year-old  chief  executive,  who  has 
worked  at  the  chain  since  1970.  "We  will  manage  it  just  like  we 
have  for  the  past  30-some  years,"  he  says.  Namely,  by  getting 
their  hands  dirty. 

In  the  1970s  Lamb  and  Casey's  founder,  Donald  Lamberti, 
started  hiring  their  own  superintendents  to  look  over  the  shoul- 
ders of  the  contractors  building  their  stores  and  even  bought  the 
construction  materials,  a  practice  that  continues  today.  Faced 
widi  slow  delivery  of  items,  Lamb  and  Lamberti  started  buying 
goods  directly  from  manufacturers,  acquired  a  truck  and  did 
some  runs  themselves.  (Today  Casey's  warehouses  90%  of  what 
it  sells.)  Later  on,  unhappy  with  outside  printers'  work  on  posters 
and  display  ads,  Casey's  spent  $40,000  on  a  Heidelberg  printing 
press,  which  paid  for  itself  in  a  year. 

How  to  ride  with  swings  in  gasoline  prices?  Casey's  is  partic- 


ularly vulnerable  to  competition.  "In  the  towns  we  market  in, 
our  customers  will  go  down  the  street  [to  save]  a  penny  a  gal- 
lon," says  Lamb.  And  if  they  go  elsewhere,  they  buy  their  dough- 
nut and  coffee  elsewhere.  So  Casey's  has  kept  its  markup  on  all 
gas  to  an  average  10.5  cents  a  gallon,  scarcely  enough  to  cover 
the  cost  of  credit  card  fees  and  overhead.  It  takes  a  double-size 
margin  on  premium  gas,  but  the  highest  grade  represents  only  i 
2%  of  its  gasoline  sales,  versus  7%  industrywide. 

It's  a  tricky  business  maintaining  even  that  slim  markup  atop  ] 
volatile  wholesale  prices.  Casey's  buys  its  gas  in  the  spot  market, 
but  sometimes  it  can't  recover  a  price  hike  immediately  at  the 
pump,  since  some  of  the  competition  is  buying  on  long-term 
contracts  and  can  afford  to  respond  more  gradually.  Lamb  ] 
avoids  futures  or  options  as  a  hedge  against  price  volatility,  say- 
ing it's  too  risky.  "We  have  had  pressure  on  gasoline  ever  since 
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I've  been  here,"  says  the  unflappable  Lamb.  "Margins  come  and  go." 
Last  quarter  they  went:  Casey's  grossed  just  9  cents  a  gallon  (aver- 
aged across  all  grades). 

But  if  Casey's  can't  outwit  the  commodities  market,  it  can  at 
least  shave  a  few  pennies  off  costs.  It  uses  its  own  tankers  to  haul 
70%  of  the  gasoline  it  sells.  Sensors  inside  gas  tanks  at  every  store 
transmit  data  about  fuel  levels  via  satellite  to  headquarters  in 
Ankeny;  that  information  lets  drivers  know  exactly  how  much  gas 
to  deliver,  and  when. 

Tobacco  is  also  a  tough  problem.  After  sweeping  up  and 
down  the  two  coasts,  laws  regulating  where  smokers  can  light 
up  are  making  inroads  in  the  Midwest;  Chicago  and  Indianapo- 
lis recently  passed  restrictive  measures.  Most  states  have  tacked 
on  additional  taxes,  which  puts  a  big  crimp  on  cigarette  con- 
sumption. The  number  of  cigarettes  sold  in  the  U.S.  has  fallen 


Come  for  the  cigs,  buy  beer:  Casey's  Chief  Lamb. 

22%  in  the  past  decade.  Fees  paid  by  tobacco 
companies  in  exchange  for  shelf  space  have 
been  shrinking,  Lamb  says. 

Once  again  efficiency  helps  out.  Retailers 
often  pay  a  distributor  to  affix  tax  stamps  to  cig- 
arette packs;  Casey's  has  its  own  machine 
stamping  400  cartons  an  hour.  That  saves  per- 
haps 50  cents  a  carton  and  allows  the  chain  to 
sell  cigarettes  at  state-set  minimum  prices, 
undercutting  some  rivals. 

Casey's  has  also  reconfigured  cigarette  racks, 
making  room  for  cheaper  names  like  Liggett 
and  Kentucky's  Best  and  crowding  out  less- 
popular  products  like  menthol  cigarettes.  It 
bases  such  decisions  on  data  collected  with  a 
point-of-sale  system  connected  to  every  cash 
register.  That  information  doesn't  come  cheap:  It 
took  two  and  a  half  years  and  $10,000  to  $15,000 
per  store  to  set  up  the  data  collection.  It's  diffi- 
cult to  say  how  much  the  system  has  boosted  the 
top  line.  Tobacco  sales  increased  slightly  over  the 
first  half  of  the  fiscal  year,  which  will  end  Apr. 
30.  "To  increase  cigarette  sales,  you've  got  to  take 
market  share  from  somebody  else,"  says  Lamb. 
"That  is  exacfiy  what  we're  doing." 

"Could  we  survive  without  cigarettes?" 
Lamb  asks.  "Absolutely" — by  pinpointing  prof- 
itable items  that  sell  well.  Using  that  point-of- 
sale  data,  for  example,  Casey's  cut  way  back  on 
candy  items  and  made  more  room  for  sugary 
caffeine  drinks  (like  Red  Bull).  Last  year,  rec- 
ognizing that  prepared  foods  were  a  big  hit  and 
lucrative,  the  chain  introduced  a  line  of  pizza 
pockets  and  doughnut  holes.  Overall,  prepared 
foods  have  a  gross  margin  of  63%.  Casey's  also 
reintroduced  lottery  tickets  after  14  years,  now 
that  they  no  longer  require  as  much  security 
and  attention  from  clerks.  While  the  stores  get 
to  keep  just  5%  of  lottery  sales,  the  tickets  are  a  big  draw,  like  gas 
and  cigarettes. 

Some  of  these  challenges  have  created  opportunities  for 
Casey's,  since  they  have  hit  smaller  rivals  a  lot  harder.  In  January 
Lamb  bought  a  51 -store  Nebraska  chain  for  $29  million,  or  28%  of 
sales;  Casey's  own  enterprise  value  is  38%  of  sales.  Casey's  has  also 
been  buying  out  franchisees;  98%  of  its  stores  are  now  company- 
owned.  Lamb  figured  it  was  a  better  investment  than  continuing  to 
pull  in  a  paltry  3%  of  sales  inside  the  store  and  1 .8  cents  per  gallon 
of  gas  sold  by  franchisees.  Such  acquisitions  are  not  a  problem  for 
Casey's,  which  has  a  manageable  $111  million  in  long-term  debt. 

With  1 ,392  stores  in  nine  midwestern  states,  how  can  Casey's 
continue  to  expand?  Lamb  says  the  region  can  support  another 
3,000  units  without  going  bicoastal.  "In  many  cases,"  he  points  out, 
"we  are  the  only  operator  in  those  communities."  F 
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Back  Door 
To  Growth 

China  has  a  powerful  economy,  but  its  stocks  are  iffy.  So  Steven 
Champion  gets  a  piece  of  the  action  there  via  shares  in  Taiwanese 
companies  with  big  stakes  on  the  mainland  By  Russell  Flannery 


ENTURIES  AGO  THE  SILK  ROAD  WAS  THE  BEST  TRADE 
route  to  China.  Today  it  is  Taiwan,  populated  by  eth- 
nic Chinese  who  broke  away  from  Beijing  in  1949  after 
the  Communists  took  over.  So  says  Steven  R.  Cham- 
pion, an  old  China  hand  who  two  years  ago  assumed 
command  of  the  $110  million  Taiwan  Greater  China  fund.  This 
closed-end  focuses  on  Taiwanese  companies  with  a  large  presence 
on  the  mainland.  Taiwan  already  produces  an  enormous  amount 
of  the  worlds  electronic  gear  (82%  of  notebook  computers,  for  ex- 
ample), much  of  this  as  a  subcontractor  for  Western  outfits  like  Dell, 
Hewlett-Packard  and  Apple. 

Taiwan  began  setting  up  plants  in  China  in  the  late  1980s,  as 
the  two  longtime  antagonists  tore  down  some  barriers  for  their 
mutual  economic  benefit.  Low-cost  Taiwan  is  taking  advantage 
of  the  mainlands  even  cheaper  labor — average  monthly  manu- 


Not  So  Dire  Straits 


These  Taiwan  companies  have  big  operations  in  booming  China — and 
unlike  Chinese  outfits,  these  are  on  the  up-and-up. 

COMPANY 

PRICE 

52-WEEK 
RECENT  HIGH 

EPS 
5-YEAR 
P/E  GROWTH 

AU  OPTRONICS1 

14.49  17.45 

I  1 

17  55 

CHINA  STEEL 

0.98  1.11 

6  29 

FORMOSA  CHEMICALS  &  FIBRE 

1.55  1.94 

4  30 

FORMOSA  PLASTICS 

1.54  1.74 

8  28 

HON  HAI  PRECISION  INDUSTRY 

5.95  7.13 

27  27 

LITE-ON  TECHNOLOGY 

1.33  1.46 

14  29 

TAIWAN  SEMICONDUCTOR  MFG1 

9.56  11.04 

16  40 

Figures  in  U.S.  dollars  as  of  Mar.  28.  'American  Depositary  Receipt. 
Sources:  Worldscope  via  FactSet  Research  Systems;  Taiwan  Greater  China  Fund. 

facturing  earnings  on  the  island  are  $1,200  versus  $100 
in  Guangdong,  a  key  Chinese  export  hub.  Poverty- 
plagued,  growth-loving  China  is  eager  for  new  jobs. 

By  using  Taiwan  as  a  back  door  to  China,  investors 
get  the  benefit  of  Taiwan's  better  corporate  governance 
and  accounting.  "Most  people  still  don't  know  much  about 
Taiwan's  involvement  in  China,"  says  Champion.  Tai- 
wanese managers,  with  their  common  cultural  heritage, 
know  how  to  operate  in  China  far  more  adeptly  than  do 
other  foreigners. 

Five  percent  of  Taiwan's  population  has  moved  to 
China  for  work,  and  island  companies  have  invested  $100 
billion  there,  making  them  among  the  largest  overseas 
investors  in  China.  An  OECD  report  last  December  about 
China's  production  showed  that  its  information-technol- 
ogy exports  now  exceed  those  of  the  United 
States.  Less  noticed  was  that  more  than  half 
of  production  comes  from  Taiwan-owned 
businesses,  according  to  an  estimate  by  the 
Market  Intelligence  Center  in  Taipei. 

A  modest  and  soft-spoken  fellow  with  a  flat 
Midwestern  accent,  Chicago  native  Champion 
moves  easily  through  Chinese  and  Taiwanese 
business  circles,  where  a  low-key  style  is  prized 
and  brashness  is  sometimes  not.  Champion,  a 
banker  by  background,  came  to  Taiwan  in  1976 
for  Chicago's  Continental  Bank  and  took  classes 
there  in  Chinese,  which  he  now  speaks  fluently. 
This  is  the  second  time  he  has  headed  his  current 
fund:  He  was  its  manager  between  1987  and  1992, 
when  the  portfolio  was  called  the  Taiwan  (ROC) 
Fund;  his  predecessor  was  the  celebrated  Mark 
Mobius,  lately  head  of  the  Templeton  Emerging 
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Markets  Fund.  In  those  days  Taiwan  had  fast-and-loose 
accounting  standards  that  rival  Chinas  today.  Companies  fre- 
quently kept  two  sets  of  books. 

At  60,  Champion  brings  a  rare  sense  of  Asia's  financial  his- 
tory to  his  fund.  Twenty  years  ago  Taiwan  was  one  of  Asia's  "four 
dragons"— Hong  Kong,  South  Korea  and  Singapore  being  the 
others.  He  had  to  be  very  careful  then  about  what  he  bought.  Tai- 
wan's stock  market  in  the  1980s  was  one  of  the  "craziest  on  earth," 
Champion  says,  with  soaring  valuations  for  ho-hum  companies 
because  the  country  had  begun  to  run  a  trade  surplus.  Cham- 
pion's 1998  book,  The  Great  Taiwan  Bubble,  chronicles  that  era  of 
frenzied  day-trading  and  VIP  rooms  in  the  island's  then  ubiqui- 
tous retail  stock  shops.  As  Taiwan  prospered  and  joined  the 


mainstream  worldwide  economy, 
though,  it  cleaned  itself  up. 

Champion  moved  back  to  the 
U.S.  in  1992,  where  he  helped  to 
restructure  the  storied  Bank  of  San 
Francisco.  Then  he  returned  to  the 
world  of  international  investments, 
overseeing  a  $17  billion  overseas 
portfolio  for  Aetna  until  Dutch 
financial  services  giant  ING  bought 
the  non-health-care  assets  of  the 
insurer  in  2000. 

By  2003  Champion  says  he  was 
"doing  nothing  in  Hawaii"  when  his 
old  fund  asked  him  to  come  back 
and  refocus  it  on  Taiwan  companies 
that  were  successful  in  mainland 
China.  From  the  heights  of  Aetna, 
he  says,  the  fund  job  looked  small. 
"At  Aetna  I  wouldn't  even  look  at  a 
$100  million  fund,"  he  says.  "But  it's 
more  fun  to  run  something  than  to 
gaze  at  the  clouds."  These  days  he 
has  been  dividing  his  time  between 
the  fund's  Hartford,  Conn,  office 
and  the  Far  East. 

The  Taiwan  Greater  China  Fund 
has  logged  a  15.7%  annual  total 
return  over  the  past  three  years, 
slightly  trailing  the  Taiex  index  of 
Taiwanese  stocks  (17.5%)  but  lag- 
ging the  standard  benchmark  for 
overseas  funds,  the  Morgan  Stanley 
EAFE  index,  by  a  substantial  amount. 
That's  largely  because  EAFE  includes 
the  Japanese  market  and  Japan  has 
been  hot. 

Someone  getting  into  Champion's 
fund  now  can  at  least  tell  himself  that 
he  is  buying  on  weakness  (Taiwanese 
stocks  are  off  2.3%  this  year)  and  is 
also  getting  a  modest  bargain  on  the 
hind's  shares,  which  go  for  a  6.6%  discount  to  their  net  asset  value. 
In  another  respect  the  Taiwan  Greater  China  is  anything  but  a  bar- 
gain. This  fund  charges  its  portfolio  2.12%  of  assets  yearly,  high  even 
for  an  international  fund. 

What's  the  problem  with  the  Taiwan  market?  The  funda- 
mentals of  Taiwan's  companies  aren't  to  blame.  These  busi- 
nesses are  churning  out  profits. 

The  answer  is  new  political  tension  with  the  Beijing  regime. 
Taiwan's  President  Chen  Shui-bian  and  his  Democratic  Progres- 
sive Party  support  independence  from  China,  a  reversal  of 
Taipei's  stance  under  the  long-running  rule  of  the  Nationalists, 
who  have  advocated  reunification  (albeit  under  non-Communist 
rule).  The  Nationalists,  once  the  scourge  of  Red  China,  have  mel- 
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lowed  and  now  act  more  friendly  toward  it.  Last  year  China 
made  threatening  noises  about  Chen-led  Taiwan,  forcing  Wash- 
ington to  make  clear  the  U.S.  would  defend  Taiwan  if  need  be. 
China  can  take  heart  that  in  Taiwan's  election,  set  for  early  2008, 
the  Nationalist  leader  thus  far  is  ahead  of  Chens  party.  Since  any- 
thing can  happen  in  two  years,  investors  in  Taiwan  remain  wary. 
Champion  is  confident  that  the  current  cross-straits  strife  won't 
flare  into  anything  beyond  words.  Both  sides  have  too  much  rid- 
ing on  the  other. 

There  are  reasons  to  be  bullish  on  Taiwan  beyond  its  famil- 
iarity with  the  mainland.  The  trade-oriented  island  of  23  mil- 
lion people,  Champion  says,  has  always  been  more  nimble  than 
South  Korea  and  Japan,  bogged  down  by  their  huge  industrial 


conglomerates.  "The  Taiwanese  would  shift  from  plastic  flow- 
ers to  athletic  footwear  to  semiconductors  quickly,"  he  says. 

Champion  sorts  through  Taiwan's  2,000  companies  and 
throws  out  those  with  less  than  25%  of  their  revenues  from  the 
mainland.  Some  are  available  as  American  Depositary  Receipts; 
the  rest  can  be  bought  via  a  broker  on  the  Taipei  exchange.  His 
biggest  holding  is  Hon  Hai  Precision,  which  started  out  as  a 
plasticsmaker  in  the  1970s  and  morphed  into  an  electronics 
manufacturer.  It  turns  out  phones  for  Motorola,  iPods  for  Apple 
and  game  consoles  for  Sony.  Headed  by  billionaire  Terry  Gou, 
Hon  Hai  opened  its  first  China  plant  in  1988.  Goldman  Sachs 
projects  earnings  will  climb  36%  this  year  to  $1.3  billion,  after  a 
40%  rise  last  year.  F 


RANCE 


Die  or  Your  Money  Back 

New  term  life  policies  give  back  the  premiums  you 
paid — if  you  live  long  enough  By  Carrie  Coolidge 

B1 
: 


I  RANDON  COOK,  A  HOUSTON  TECH- 
nology  consultant,  father  of  two 
and  husband  of  one,  was  in  the 
market  for  $1  million  of  life  insurance. 
Obvious  choice:  a  30-year  level  payment 
term  policy,  one  with  a  premium  that  is 
guaranteed  not  to  rise  but  w  hich  builds  no 
cash  value  whatever.  For  a  male  non- 


smoker  of  Cook's  age  (31),  such  coverage 
is  available  for  $1,090  a  year  (from 
Transamerica,  for  example).  But  there  was 
something  about  term  insurance  that 
bothered  Cook.  You  put  in  all  this  money 
and  at  the  end  of  30  years  have  nothing  to 
show  for  it. 

The   traditional  answer  to  this 


dilemma  is  an  entirely 
different  kind  of  policy 
called  whole  life.  A  $1 
million  policy  would 
build  a  very  significant 
cash  value  after  30  years, 
but  whole  life  is  im- 
mensely more  expen- 
sive. The  answer,  for 
Cook,  was  a  baby  step 
toward  whole  life  called 
return-of-premium  term 
insurance.  At  the  end  of 
30  years  the  buyer,  if 
he's  still  alive,  gets  all 
his  premiums  returned, 
without  interest.  If  he 
dies  before  then,  his 
beneficiary  gets  the  $1 
million  but  no  return  of 
premiums. 

Cook  likes  the  ROP 
insurance  because  it 
allows  him,  even  while  he 
protects  his  family,  to  bet  on  his  own  health. 
Odds  are  that  Cook  will  win  this  bet:  The 
chance  that  a  man  his  age  will  die  by  age 
61  is  only  5%.  The  ROP  policy  that  Cook 
bought,  from  Genworth  Financial  (for- 
merly part  of  General  Electric)  is  costing 
him  $1,671  a  year.  In  effect,  with  the  Gen- 
worth policy  Cook  is  buying  straight  term 
worth  $1,090  and  also  contributing  $581 
a  year  toward  a  savings  account.  If  he  lives, 
he  will  have  put  $17,430  into  this  virtual 
savings  account.  The  account  will  turn  into 
a  check  for  $50,130  in  the  year  2036.  That's 
not  a  bad  investment  return.  It  comes  to 
6.3%  a  year,  better  than  Cook  could  get  on 
a  Treasury  bond. 


72      FORBES      APRIL  24,  2006 


VAN  KAMFCN  INVESTMENTS  «**• 


Ifour  clients  think  of  you 
as  the  retirement  planning 
expert.  Now  what? 


Now  is  the  time  to  work  with  Van  Kampen.  We  can  help 
you  navigate  the  complexities  of  retirement  planning 
with  the  education  and  training  you  need  to  succeed.  Visit 
www.vankampen.com/retirement  now. 


YANfffKAMPEN  INVESTMENTS 

lfi=S  SHINE 


Please  consider  the  investment  objectives,  risks,  charges  and  expenses  of  the  fund 
carefully  before  investing.  The  prospectus  contains  this  and  other  information  about 
the  investment  company.  To  obtain  a  prospectus,  contact  your  financial  advisor  or 
download  one  at  vankampen.com.  Please  read  the  prospectus  carefully  before  investing. 
Copyright  ©2006  Van  Kampen  Funds  Inc.  RN06-0092P-N01/06 


How  can  Genworth  be  so  generous?  Two 
reasons:  One  is  that  it  gets  a  modest  benefit 
by  dint  of  paying  little  or  nothing  on  the  $58 1 
investments  to  those  people  who  collect  on 
the  underlying  term  policy— that  is,  who  die 
before  age  61.  For  die  unfortunate  one  who 
gets  flattened  by  a  bus,  the  return  on  the  in- 
vestment side  of  the  Genworth  policy  is  a 
negative  number.  Add  this  risk  into  the  equa- 
tion and  Cooks  expected  return  from  the 
ROP  option  is  something  shy  of  6.3%. 

The  second  reason  Genworth  can 
offer  a  good  deal:  It  is  counting  on  the  fact 
that  a  lot  of  young  buyers  will  sooner  or 
later  let  their  term  policies  lapse.  When 
they  do,  they  walk  away  from  some  or  all 
of  the  virtual  savings  account.  Genworth 
pockets  a  good  chunk  of  whatever  is  in 
the  account.  People  let  policies  lapse  for  a 
variety  of  reasons,  including  divorce,  lack 
of  financial  discipline  and  a  desire  to 
switch  to  a  different  kind  of  life  insurance. 


in  perfect  health  is  likely  to  discover  that 
standard  term  insurance  is  a  better  bargain. 

If  you  quit  an  ROP  plan  early,  the 
insurer  won't  stiff  you  completely.  With 
most  ROP  policies  you  can  get  back  some- 
thing, just  not  much.  Surrender  it  after  10 
years  and  you'll  receive  only  9%  of  the 
total  premiums  you  have  paid  to  the 
insurer.  Get  out  after  15  years,  it's  19%; 
after  20  years,  35%. 

As  though  all  these  actuarial  calcula- 
tions and  hypothetical  returns  weren't 
complex  enough,  the  insurance  industry 
has  yet  other  variations  to  offer  you.  The 
standard  ROP  policy  has  no  cash  value 
other  than  the  right  to  exit  early  with  these 
modest  percentages  refunds.  But  if  you  are 
willing  to  pay  more,  there's  an  alternative 
that  gives  you  some  flexibility.  Known  as 
an  "enhanced"  version,  this  type  of  ROP 
policy  has  a  surrender  value,  which  takes 
about  ten  years  to  amass.  At  that  point  you 


Insurers  bet  you  will  outlive  the 
 policy  with  regular  term.  


The  lapse  rate  on  conventional  term  poli- 
cies is  in  the  neighborhood  of  5%  a  year — 
that  is,  in  any  given  12  months,  5%  of 
term  policyholders  stop  paying  their  pre- 
miums. It's  too  soon  to  know  what  ROP 
lapse  rates  will  be,  but  presumably  they 
will  be  something  less  than  5%.  You'd  have 
to  be  a  damned  fool  to  let  a  30-year  ROP 
policy  lapse  in  year  25. 

Lapses  are  the  great,  dirty  secret  of  the 
life  insurance  industry.  Lapses  keep  profits 
up  and  prices  low  for  all  kinds  of  life 
insurance. 

Here's  another  example.  A  healthy, 
nonsmoking  40-year-old  male  would  pay 
a  flat  $2,249  yearly  for  a  $1  million  30- 
year  ROP  policy  from  Genworth.  That 
compares  with  $1,350  for  conventional 
30-year  level  term.  If  the  policyholder 
sticks  around  until  maturity,  the  now  70- 
year-old  will  get  back  the  entire  $67,470 
he  paid  into  the  policy.  For  him,  the  incre- 
mental $26,970  investment  earns  a  5.4% 
annual  return. 

Return-of-premium  policies  work  best 
for  people  who  are  young,  healthy  and  dis- 
ciplined. An  applicant  who  is  older  and  not 


are  allowed  to  borrow  cash  while  keeping 
the  policy  in  force.  You  can  choose  either 
to  pay  it  back  to  the  policy  with  interest, 
or  never  pay  it  back,  and  whatever  you 
owe  will  be  deducted  from  the  return  of 
premiums  at  the  end  of  the  term.  Offered 
by  Genworth,  the  enhanced  version  costs 
between  6%  and  12%  more  in  premiums. 

At  this  point  the  policy  has  veered  off 
in  the  direction  of  traditional  whole  life, 
high  in  premium  cost,  rich  in  cash  value. 
There  is  no  end  to  the  variations  that  can 
be  invented  on  the  life  insurance  theme. 

Genworth's  enhanced  30-year  ROP  pol- 
icy would  cost  the  same  healthy,  nonsmok- 
ing 40-year-old  $2,422  a  year  in  premiums 
for  $1  million  of  coverage.  It  would  return 
38%  of  his  premiums  should  the  policy  be 
canceled  after  the  tenth  year.  If  it  is  in  force 
for  15  years,  the  surrender  value  increases 
to  60%,  and  if  it  is  surrendered  after  20 
years,  70%  of  the  accumulated  premiums 
paid  would  be  returned.  If  you  are  sure 
you'll  keep  the  policy  until  maturity,  don't 
pay  more  for  the  enhanced  version. 

In  their  present  form  ROP  policies  are  a 
new  gimmick  in  life  insurance  sales.  But  they 


have  a  forerunner  in  something  called 
"deposit"  term  insurance.  This  life  insurance 
product,  briefly  popular  two  decades  ago, 
required  a  higher  first-year  premium,  fol- 
lowed by  lower  fixed  premiums  starting  in 
the  second  year.  In  return  the  policyholder 
was  offered  an  attractive  interest  rate  that 
only  applied  to  the  payment  made  in  the  first 
year.  If  the  policy  lapsed,  the  policyholder 
received  nothing  in  return,  unlike  return- 
of-premium  policies. 

Okay,  let's  turn  to  the  tax  question. 
Favorable  tax  treatment  is  one  of  the  big 
selling  points  of  life  insurance,  and  it  is 
not  absent  for  ROP  buyers.  Go  back  to  the 
31 -year-old  who  gets  a  check  for  $50,130 
when  he  turns  61.  Is  any  of  this  money 
taxable?  An  economist  would  tell  you  that 
it  should  be.  Of  the  $1,671  annual  cost  of 
the  policy,  $1,090  is  buying  a  lottery  ticket 
(with  a  $1  million  cash  prize)  that  doesn't 
pay  off.  The  $581  a  year  in  additional  con- 
tributions is  like  an  investment  in  a  bank 
account  paying  6.3%.  At  termination  the 
whole  investment  gain  ($50,130  minus 
$17,430  invested)  should  be  taxable  as 
interest  income. 

But  life  insurance  has  a  privileged 
place  in  the  tax  code,  and  it  appears  that 
the  ROP  refund  check  will  be  scot-free. 
The  insurance  industry  argues — and  the 
Internal  Revenue  Service  will  probably 
agree — that  the  policy  buyer  is  merely 
getting  back  the  $50,130  he  put  into  the 
policy.  Supporting  this  view  is  one  pri- 
vate-letter ruling  from  the  IRS.  The  no-tax 
policy,  however,  is  not  enshrined  in  IRS 
regs.  So  Peter  Katt,  a  fee-only  life  insur- 
ance expert  in  Mattawan,  Mich.,  warns 
there's  always  a  chance  that  the  agency 
might  change  its  mind. 

Return-of-premium  term  insurance  is 
available  in  all  states.  Paternalistic  New 
York,  however,  forbids  term  policies  last- 
ing longer  than  20  years. 

As  with  all  insurance  that  builds  future 
value,  you  should  buy  an  ROP  policy  only 
from  an  insurer  with  a  rating  of  A+  or  bet- 
ter from  AM  Best,  which  assesses  insurers' 
claims-paying  ability  and  solvency.  Reason: 
If  the  insurer  goes  bust  in  year  29,  you  won't 
get  your  money  back.  The  leading  sellers  of 
ROP  term  insurance  are  AIG  American  Gen- 
eral, Genworth  and  Lincoln  National,  all  of 
them  highly  rated.  F 
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Jeff  Moseley 

President  and  CEO 

Greater  Houston  Partnership 

Walk  up  to  a  Houstonian.  Tell  them  they 
can't  do  something.  Then  watch  them 
prove  you  wrong.  We  tackle  every 
challenge  with  a  uniquely  Houston  attitude. 

■  When  many  scoffed  at  carving 
through  50  miles  of  coastal 
swamp  to  create  the  largest 
man-made  shipping  channel  in 
the  world,  Houston  did  it. 

■  When  world-class  health  care  was 
difficult  to  access,  Houstonians 
created  the  largest  concentration 
of  medical  professionals  in  the 
history  of  mankind  — The  Texas 
Medical  Center. 

■  When  our  neighbors  to  the  east 
suffered  through  Hurricane 
Katrina,  Houston  stood  tall  with 
an  unparalleled  display  of 
manpower  and  resources. 

Eccentric?  Sure.  Eclectic?  Perhaps.  Driven? 
Without  a  doubt.  While  others  offer  only 
tax  and  financial  incentives,  Houston 
stands  alone  with  the  ultimate  value 
proposition  —  a  "can-do"  attitude  that 
transforms  dreams  into  reality.  Because 
no  one  knows  better  than  Houston  that 
with  vision,  hard  work  and  the  right 
attitude,  anything  is  possible. 

www.houston.org 
713-844-3600  ' 


m  Greater  Houston  Partnership 

Chamber  ol  Commerce  -  Economic  Development  •  World  Trade 


Drayton  McLane,  chairman  of  the  Houston  Astros, 
has  been  named  to  lead  the  Greater  Houston 
Partnership's  Opportunity  Houston  initiative,  which 
will  raise  at  least  $30  million  over  the  next  five  years 
for  economic  development. 


en  counties  strong  and  growing 
I  by  300  residents  every  day,  the 
1  I  Greater  Houston   region  has 
I  prosperity  in  its  veins.  Energized, 
fit  and  focused,  the  Houston  business 
community  is  aligned  to  accomplish  bold 
goals  for  economic  expansion.  Already 
a  front  runner  for  its  business  climate 
and  livability,  the  nation's  fourth-largest 
metropolitan  area  is  on  pace  to  win  a 
larger  share  of  the  world's  commerce. 

Guided  by  a  new  strategic  plan  that 
enlists  public,  private  and  government 
sectors,  leaders  across  the  region  are 
enthusiastic  about  Houston's  ability  to 
reach  the  next  level.  The  visionary  strategy 
developed  by  the  Greater  Houston  Part- 
nership aims  high  —  $60  billion  in  capital 
investment  and  600,000  jobs  by  2015. 
It  also  seeks  a  substantial  increase  in 
foreign  trade  and  direct  foreign  invest- 
ment as  it  positions  Houston  as  a  top-tier 
international  trade  region. 

"There  are  many  surprising  things 
about  Houston,"  says  Mayor  Bill  White. 


"We're  the  nation's  No.  1  seaport  measured 
in  foreign  tonnage.  We  have  a  highly 
trained,  diverse,  international  workforce. 
We  created  more  than  70,000  new  jobs  in 
the  past  year.  The  cost  of  living,  com- 
pared to  that  of  other  major  cities,  is 
markedly  low.  And  as  the  energy  capital 
of  the  world,  home  to  the  Johnson  Space 
Center  and  one  of  the  world's  largest 
medical  centers,  we  understand  doing 
business  around  the  planet." 

"As  one  of  the  great,  dynamic  urban 
regions,  Houston  has  an  enviable  track] 
record  in  the  advanced  industrial  world," 
observes  Joel  Kotkin,  consultant  and 
author  of  The  City:  A  Global  History 
(2005).  "Houston  has  shown  that  it  can 
consistently  absorb  a  large  number  ol 
people  as  well  as  employ  and  house  them 
In  addition  to  its  concentration  of  high- 
end  skilled  labor  in  the  health  care  anc 
energy  industries,  immigrant  populatior 
growth  is  an  important  factor.  Houston  i; 
welcoming  to  newcomers  in  general,  nc 
matter  what  their  background.  Tha 


Are  they  still  called  dreams  when  they  come  true? 

In  a  city  where  opportunity  lines  the  streets  and  optimism  fills  the  halls  of  business,  dreams  are 
realized  daily.  Every  year,  savvy  entrepreneurs  and  corporate  visionaries  relocate  to  the  Houston 
region  for  our  encouraging  business  environment.  Perhaps  That's  why  Houston  is  home  to  America's 
third  largest  collection  of  Fortune  500  companies.  Or  perhaps  it's  because  of  our  vast  network  of 
more  than  40  economic  development  organizations  poised  to  help  your  company  succeed. 
Or  our  famous  can-do  attitude  that  makes  things  happen  when  others  say  it  can't  be  done. 
Whether  it's  our  rock-bottom  cost  of  living,  educated  workforce  or  world-class  amenities,  we  give 
business  a  reason  to  dream  big.  To  make  your  dreams  a  reality,  call  Jeff  Moseley  at  713-844-3601. 
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anything  is  possible 

oto:  Jim  Olive 
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Houston,  the  fastest-growing  U.S.  j 

city  of  the  20th  century,  currently  ranks 

fourth  on  the  nation's  list  of  the  most 

populous  cities,  with  2  million  city 

residents  and  4.5  million  people  in 

i  the  metropolitan  area. 

i  

openness,  more  than  anything  else,  is  what  sets  it  apart." 

"When  we  marshal  our  resources  and  focus  our  assets,  we 
have  incredible  collective  power,"  says  Chip  Carlisle,  Wells 
Fargo  Bank  president  and  the  Partnership's  2006  chair.  "The 
talent  we  bring  to  the  table  now  and  the  new  people  we  attract 
will  drive  our  success  over  the  next  ten  years  and  beyond." 

Focus  on  Core  Strengths 

II  ouston's  economic  growth  goals  revolve  around 
I  industries  in  which  the  region  has  well-established 
I  strengths.  "Our  goal  is  to  create  nationally  recog- 
I  nized  centers  of  excellence  in  aerospace,  alternative 
energy,  biotechnology,  education,  energy,  entrepreneurial  enter- 
prises, health  care,  information  technology,  nanotechnology  and 
petrochemicals,"  says  Jeff  Moseley,  president  and  chief  executive 
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SUGAR  LAND 


BUILDING  PARTNERSHIPS  WITH  BUSINESS 


•  Premier  City  -  Located  in  the  Southwest 
portion  of  the  Houston  MSA,  Sugat  Land, 
a  planned  community,  is  one  of  the 
fastest  growing  cities  in  the  state  of  Texas 

•  Low  Tax  Rate  -  Sugar  Land  has  the 
second-lowest  municipal  tax  rate  in 
Texas  for  cities  greater  than  50,000  in 
population 

•  Highly  Educated  Workforce  -  53% 

of  the  workforce  in  Sugar  Land  has  a 
Bachelors  degree  or  higher 

•  High  Quality  of  Life  - 

Rated  by  CNN  /  Money 
Magazine  as  one  of  the  top 
50  places  to  live  in  the  U.S. 


Favorable  Business  Climate  - 
Sugar  Land  has  invested  over  $90 
million  in  economic  development 
funds  since  1993  on  projects  and 
business  incentives 

Opportunity  -  Sugar  Land  has  over  3.2 
million  existing  square  feet  of  Class  A 
office  space  in  the  City's  Central 
Business  District 

Easy  Access  -  Sugar  Land  Regional 
Airport  is  within  5  miles  of  CBD, 
can  service  the  largest  business  jets 
and  offers  full  FBO  services  and 
U.S.  Customs  in  a  country  club 
environment 


wvnv.sugarlandecodev.com 
281-27^-2220 
Economic  Development  Department 
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officer  of  the  Greater  Houston  Partnership.  "We  will  continue 
to  lead  and  innovate  in  those  ten  segments.  Each  segment  is 
capable  of  solidifying  and  expanding  Houston's  presence  as  aj 
global  business  magnet." 

Houston's  leadership  in  health  care  is  world-renowned.  The 
Houston-Sugar  Land-Baytown  MSA  has  99  hospitals,  1 0,497 
practicing  physicians  and  18,190  hospital  beds.  The  Texas  Medn 
ical  Center,  a  regional  health  care  hub,  has  been  at  the  forefront 
of  research  and  treatment  of  cancer  and  heart  disease.  More 
heart  surgeries  are  performed  at  the  center  than  anywhere  else 
in  the  world. 

Among  Houston's  hospitals  consistently  ranked  amonp, 
the  nation's  top  institutions  are  Methodist  Hospital,  Memoria 
Hermann  Hospital,  University  of  Texas  M.D.  Andersoi 
Cancer  Center,  Texas  Heart  Institute,  Texas  Children's  Hosp 
ital  and  the  Menninger  Clinic.  In  2005,  the  12  hospitals  o 
the  Memorial  Hermann  Healthcare  System  were  rankec 
among  the  nation's  100  Most  Wired  Hospitals  by  Hospital: 
&  Health  Networks  magazine. 

Houston  has  a  very  large  presence  in  the  science  of  the  smal 
"This  is  an  ideal  location,"  says  Carbon  Nanotechnologies  Inc 
(CNI)  President  and  Chief  Executive  Officer  Dr.  Bob  Gower 
"We  have  access  to  high-quality  people,  resources  and  gooc 
universities  with  outstanding  science  programs."  CNI's  intellec 
tual  properties  include  the  buckyball  nanostructure,  codiscoverec 
by  the  late  Nobel  laureate  Dr.  Richard  E.  Smalley  and  licensee 
from  Rice  University.  CNI  recently  partnerec 
with  Japan-based  Sumitomo  Corp.  to  develoi 
the  carbon  nanotechnology  business  in  Japai 
and  South  Korea.  Among  the  applications  01 
the  horizon  for  the  technology  are  flat-pane 
TVs  and  portable  fuel  cells. 

Houston's  prominence  in  petrochemical 
makes  it  a  natural  for  companies  doing  busi 
ness  in  that  sector.  "Our  customers  outside  th 
U.S.  recognize  Houston  as  a  main  hub  for  an 
activities  related  to  the  petroleum  industry, 
says  Gerard  Abraham,  president  of  Therm' 
Electron  Corporation's  Process  System 
Business  Unit.  "Our  location  gives  us  instan 
credibility."  Thermo  Electron  serves  market 
in  China,  India,  Latin  America  and  othe 
regions  where  refinery  industries  are  expanc 
ing.  The  company  recently  relocated  tw 
of  its  offices  to  Sugar  Land,  southwest  c 
downtown  Houston.  "It  was  a  very  positiv 
move  for  us,  because  we're  close  to  ou 
clients  and  to  a  large  pool  of  engineerin 
talent,"  says  Abraham. 

"Houston  is  remarkable  for  its  high  numbs 
of  large-scale  master-planned  communitie 
(MPCs),"  says  Texas  Division  President  Te 
Nelson.  "The  quality  of  life  offered  by  thes 
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ommunities,  and  the  relatively  low  cost 
f  living  compared  to  other  cities,  has 
een  a  major  advantage  for  Houston  in 
ttracting  new  companies.  New-home 
ales  in  Newland  Communities  develop- 
lents  here  increased  25%  last  year  —  a 
ign  of  Houston's  growth  as  well  as  the 
ppeal  of  MPCs." 

Expanding  International 
)pportunities 

oreign  trade  is  one  of  the  chief 
drivers  of  Greater  Houston's 
economy,  with  38%  of  the 
jobs  in  the  metropolitan  area 
upported  directly  or  indirectly  by  inter- 
ational  business.  Mayor  White  is  enthu- 
iastic  about  expanding  the  region's 
articipation  in  the  global  marketplace. 
Last  March,  a  trade  delegation  led  by 
dayor  Han  Zheng  of  Shanghai  visited 
touston,  and  the  two  cities  entered  into 
n  official  partnership  to  pursue  economic 
nd  cultural  exchange.  In  July,  White  will 
:ad  an  economic  development  delega- 
ion  to  China.  "Houston  and  Shanghai 
lready  share  strong  links,"  says  White. 
This  year's  mission  will  create  and 
urther  promote  opportunities  in  the 
nergy,  export  and  culture  and  education 
ectors.  It  will  lead  to  the  signing  of 


historic  agreements  between  Houston  and 
Shanghai  to  expand  and  strengthen 
Houston's  global  trade.  As  China  contin- 
ues to  attract  investments  and  stimulate 
global  competition,  there  exists  an  urgent 
need  for  Houston  to  remain  part  of 
Asia's  growth." 

Says  Moseley,  "As  we  capitalize  on  our 
core  strengths  and  resources,  the  Greater 
Houston  region  will  become  known 
everywhere  as  a  dynamic  center  for  busi- 
ness and  a  leading  global  gateway.  And 
when  people  talk  about  Houston  they  will 
say,  'Houston  is  where  you  do  business.'" 
For  more  information  about  expanding 
or  relocating  your  business  in  the  Houston 
region,  contact  the  Greater  Houston 
Partnership,  the  primary  advocate  of 
Houston's  business  community,  dedicated 
to  building  regional  economic  prosperity. 
713-844-3600  www.houston.org 


WEB  DIRECTORY 

Greater  Houston  Partnership: 
www.houston.org 

Memorial  Hermann: 
www.  memorialhermann.org 

Sugar  Land: 

www.sugarlandecodev.com 


Dan  Wolterman 
Chairman  &  CEO 
Memorial  Hermann 

Since  our  first  hospital  opened  its  doors 
in  Houston  almost  a  century  ago, 
Memorial  Hermann  has  been  the  discern- 
ing customer's  choice,  delivering 
innovative  health  care  solutions  that  are 
both  personal  and  accessible. 

With  17000  employees,  more  than  3,000 
medical  staff  physicians,  12  hospitals 
and  numerous  specialty  facilities, 
Memorial  Hermann  is  the  largest  not-for- 
profit  health  care  provider  in  the  state 
of  Texas,  offering  world-class  care, 
advanced  technology  and  the  resources 
of  our  university-affiliated  teaching 
hospital  in  the  Texas  Medical  Center. 

Among  our  specialty  facilities  and  services 
are  Memorial  Hermann  Heart  &  Vascular 
Institute,  Mischer  Neuroscience  Institute, 
Memorial  Hermann  Institute  for  Sports 
Medicine  and  Human  Performance 
(Memorial  Hermann  is  the  official  health 
care  provider  for  the  NBA's  Houston 
Rockets,  WNBA's  Houston  Comets  and 
AHL's  Houston  Aeros)  and  Memorial 
Hermann  Children's  Hospital.  Memorial 
Hermann  also  boasts  comprehensive 
cancer  services,  bariatrics  programs,  a 
network  of  imaging  centers,  diagnostic 
radiology  and  more. 

We  routinely  measure  and  report  our 
performance  against  national,  state  and 
local  standards  for  health  care  quality. 
Memorial  Hermann  was  the  first  health 
care  system  in  Houston  to  proactively 
publish  our  quality  data  on  our  consumer 
Web  site,  memorialhermann.org. 

Breakthroughs  every  day 


DRUG  SAFETY 


Trouble 
Breathing 

Does  the  world's  bestselling  asthma  drug 
sometimes  kill  the  patients  it  is  supposed 
to  help?  By  Robert  Langreth  L 


FRANK  A.  DITTIG  WAS  RECOVER- 
ing  from  a  nasty  bout  of  pneu- 
monia in  the  spring  of  2004 
when  he  developed  a  wheeze 
that  wouldn't  go  away.  For  this 
his  doctor  prescribed  Advair,  the  hot- 
selling  asthma  inhaler,  though  Dittig 
didn't  have  asthma  and  never  had. 

He  used  it  and  immediately  began  to 
feel  worse.  "When  I  sucked  it  in,  it  felt  like 
I  was  collapsing  my  lungs,"  he  recalls.  He 
complained  but  says  his  doctor  told  him 
the  drug  couldn't  possibly  be  making  him 
worse.  Soon,  the  wheezing  was  so  bad  he 
couldn't  walk.  Against  his  doctor's  advice, 
he  stopped  taking  Advair  after  a  week  and 
recovered.  Dittig,  who  runs  his  father's 
office  supply  business  near  Pittsburgh,  Pa., 
says  his  14-year-old  son  has  asthma  and 
had  problems  on  Advair,  too,  as  did 
Dittig's  father. 

Marcus  Faulk  of  Louisville,  Ala.  also 
had  a  bad  reaction  to  Advair  or  to  one  of 
the  two  drugs  it  comprises,  Serevent.  He 
started  out  on  Serevent  and  "said  that 
every  time  he  took  the  medicine  it  made 
him  feel  worse,"  says  his  aunt,  Annette 
Glanton.  A  few  weeks  after  Faulk  tried 
Advair  he  collapsed  on  the  floor  of  a  rela- 
tive's home,  late  on  the  night  of  Jan.  6, 


2003.  Just  20  years  old,  he  was 
dead  by  the  time  the  ambu- 
lance pulled  up  to  the  hospital, 
his  Serevent  inhaler  still 
clutched  in  one  hand.  Three 
years  later  his  father,  Earl 
Faulk,  a  truck  driver,  still  can't 
talk  about  it  without  breaking 
down  and  sobbing.  He  has 
sued  Advair's  maker,  Glaxo- 
Smithkline.  It  says  the  drugs' 
benefits  outweigh  their  risks, 
and,  in  court  filings,  denies  the 
charges. 

Advair  is  the  fourth-best- 
selling  drug  in  the  world,  with 
$5.6  billion  in  sales,  up  19%  in 
2005,  and  21.1  million  U.S. 
prescriptions.  Many  patients 
swear  by  it.  It  also  is  one  of  the 
most  heavily  advertised  drugs: 
GlaxoSmithkline  spent  $137 
million  on  Advair  ads  last  year, 
says  TNS  Media  Intelligence. 
Thanks  to  that  and  Advair's 
nifty  delivery  system— a  plastic 
purple  puck  that  is  easy  to  use — the  drug 
has  moved  far  beyond  a  narrow  audience 
of  severe  asthma  patients  to  reach  those 
with  mild  cases  and  nonasthmatics  who 


Frank  A.  Dittig,  along 
with  his  father  and 
son,  claim  they  had 
bad  reactions  to 
Advair. 


simply  have  a  bad  bronchial 
cough. 

Now  growing  evidence  sug- 
gests that  a  small  percentage  of 
patients — perhaps  4,000  people 
a  year,  by  one  doctor's  estimate — may  be 
dying  because  of  Advair  or  its  Serevent 
component.  This  highlights  a  tough 
dilemma  in  drug  safety:  what  to  do  about 
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drugs  that  help  many  but  harm  a  few.  It 
could  mark  the  start  of  the  next  great 
drug-liability  war,  and  already  the  drama 
seems  all  too  familiar:  scared  patients, 
contradictory  studies,  a  company  that 
calls  the  evidence  "inconclusive"  and  is 
accused  of  skewing  clinical  data — and 
lawyers  looking  at  whether  there's  enough 
damage  here  to  cash  in. 


"If  we  got  these  drugs  off  the  market, 
we  could  prevent  4,000  deaths  a  year," 
argues  Shelley  Salpeter,  a  clinical  professor 
of  medicine  at  Stanford  University  who 
says  both  Advair  and  Serevent  should  be 
recalled.  She  pored  over  the  results  of  19 
previous  trials  of  Serevent-style  drugs  and 
found  that  patients  have  twice  the  rate  of 
asthma  hospitalizations,  twice  the  rate  of 
life-threatening  asthma  and  four  times  as 
many  deaths  as  patients  who  aren't  on 
those  drugs.  She  believes  Advair  and 
Serevent  cause  four  of  every  five  asthma- 
related  deaths  each  year.  "These  drugs 
make  asthma  worse,"  she  says.  By  some 
estimates,  asthma  kills  roughly  5,000 
Americans  a  year. 

"Every  death  is  a  potential  lawsuit  that 
Glaxo  will  have  to  face,  and  rightly  so," 
says  trial  lawyer  W.  Chad  Cook.  Adding  to 
the  risk,  some  of  these  deaths  are  children 
and  young  adults  such  as  Marcus  Faulk. 
Cook's  law  firm,  Beasley  Allen  in  Mont- 
gomery, Ala.,  filed  the  Faulk  lawsuit  and 
three  others  and  is  reviewing  hundreds  of 
potential  cases.  "We  have  people  calling  us 
literally  every  day  who  have  had  adverse 
reactions  on  these  drugs,"  he  says. 

Glaxo  says  its  detractors  are  exagger- 


ating the  risks.  "The  data  we  have  are 
inconclusive,"  says  Kathy  A.  Rickard,  a 
Glaxo  vice  president,  echoing  early 
responses  by  Wyeth  about  its  Redux  diet 
drug  and  Merck  &  Co.  about  its  Vioxx 
painkiller.  Both  drugs  were  pulled  from 
the  market,  with  Wyeth  now  paying  $22 
billion  in  damages  and  Merck  facing  law- 
suits that  Wall  Street  expects  will  cost  it 
billions  (its  market  value  is  off  by  $22  bil- 
lion since  Vioxx  was  recalled). 

Advair,  approved  by  federal  regula- 
tors in  2000,  was  more  a  miracle  of  mar- 
keting than  of  science.  The  purple  puck 
delivers  a  blast  of  two  Glaxo  medicines 
that  won  approval  years  before:  Serevent, 
a  "beta  agonist"  that  was  cleared  in  Eng- 
land in  1990  and  in  the  U.S.  in  1994,  and 
Flovent,  an  inhaled  steroid  that  won  U.S. 
approval  in  1996.  Advair  s  one-two  punch 
seemed  ideal:  Serevent  to  expand  con- 
stricted airways,  Flovent  to  ease  inflam- 
mation. Glaxo  touted  it  as  "the  first  and 
only"  drug  to  treat  both  underlying  com- 
ponents of  asthma  at  once  and  bragged 
that  it  yielded  "nearly  twice  as  many 
symptom-free  days." 

But  Serevent  had  been  under  suspi- 
cion from  the  start,  and  earlier  beta  ago- 


Is  Advair  Overused? 

GlaxoSmithkline  sells  three  main  asthma  drugs.  Two  are  controversial. 


Serevent 

Annual  prescriptions: 

1.7  million 

Sales: 

$203  million 

This  drug,  a  long-acting 
beta  agonist,  dilates  the 
airways.  A  big  study 
found  quadruple  the 
asthma  death  rate  among 
those  on  Serevent  versus 
those  taking  a  placebo. 
Glaxo  says  causation  is  not 
proved. 

U.S.  sales  and  prescriptions,  2005. 


Flovent 

Annual  prescriptions: 

3.5  million 

Sales: 

$443  million 

Flovent  is  an  inhaled 
steroid  that  reduces 
airway  inflammation. 
Use  of  such  steroids  is 
associated  with  a  lower 
risk  of  asthma  death, 
studies  have  found. 


Advair 

Annual  prescriptions: 

21.1  million 

Sales: 

$3.6  billion 

This  combines  the 
medicines  in  Flovent  and 
Serevent.  GlaxoSmithkline 
has  not  done  a  definitive 
trial  looking  at  death  rates 
among  asthma  patients  on 
Advair.  Some  doctors  worry 
it  is  overused,  when 
steroids  alone  would  do. 


Sources:  IMS  Health;  Chest;  New  England  Journal  of  Medicine. 
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Health 


nists  had  stirred  doubts  for  decades.  In 
1948  one  study  of  2,200  asthma  patients 
found  a  fivefold-higher  death  rate  for 
patients  who  inhaled  epinephrine,  a  beta 
drug,  versus  those  who  hadn't.  In  the  late 
1970s  asthma  deaths  in  New  Zealand 
soared  after  a  beta  agonist  called  fenoterol 
hit  the  market. 


who  had  died  while  still  clutching  their 
Serevent  inhalers.  Glaxo  added  warnings 
on  proper  use  (it  doesn't  work  instantly,  so 
don't  take  it  to  quell  a  new  attack)  but 
denied  any  problem:  "No  patient  is  known 
to  have  died  as  a  direct  result  of  taking 
Serevent,"  it  said  at  the  time. 

But  in  response  to  the  worries,  Glaxo 


ily.  It  also  ran  an  ad  featuring  "the  Bus," 
former  Pittsburgh  Steelers  running  back 
Jerome  Bettis,  hailing  new  hope  for  con- 
trolling asthma.  It  encouraged  people  to 
take  a  five-question  "asthma  control  test." 

"A  large  number  of  patients  are  being 
treated  uselessly,"  says  Fernando  Martinez, 
professor  of  pediatrics  at  the  University  of 


In  1993,  a  year  before 


Serevent  made  its  debut,  a 
Glaxo  study  found  12 
asthma  deaths  among 
almost  17,000  patients  on 
Serevent  for  four  months, 
three  times  the  death  rate  in  an  equivalent 
control  group  of  asthma  patients.  But  this 
difference  was  deemed  statistically 
insignificant. 

Serevent  was  introduced  in  1994, 
touted  as  longer  lasting  than  older  beta 
agonists  like  albuterol  (12  hours  versus  4  to 
6  hours).  Soon  after,  the  Food  &  Drug 
Administration  received  reports  of  several 
deaths.  A  letter  to  the  New  England  Journal 
of  Medicine  described  two  elderly  patients 


"Every  death  is  a  potential  lawsuit  that  Glaxo 

will  have  to  face, and  rightly  so" 


set  up  an  even  bigger  study  in  1996,  ulti- 
mately aiming  to  track  a  massive  60,000 
patients  on  Serevent.  It  wouldn't  report 
any  results  for  several  years,  and  by  that 
time  Advair  was  on  the  market  and  roar- 
ing. It  debuted  in  200 1  and  soon  after  had 
largely  replaced  Serevent-only  prescrip- 
tions. Last  year  Advair  s  21  million  pre- 
scriptions dwarfed  the  1.7  million  for 
Serevent,  according  to  IMS  Health. 

Glaxo  promoted  the  new  brand  heav- 


Arizona.  "We  have  to  target  these  medi- 
cines to  those  that  need  them.  What's  hap- 
pening now  is  many  patients  get  the  com- 
bination straight  away." 

Yet  a  Glaxo  study  in  2004  found  that 
60%  of  asthma  patients  could  control  their 
disease  with  just  the  inhaled  steroid 
Flovent,  the  other  half  of  Advair.  Com- 
pared with  steroids  alone,  using  Advair 
helped  only  an  extra  1 5%  of  patients. 

The  rampant  prescribing  of  Advair 


Muscle  gives  you  the  power.  Determination  gives  you  the  will  to  make  it  happen.  rbs.com 


Make  it  happen 


grew  a  bit  more  alarming  in  2003  when 
results  were  released  from  Glaxo's  big 
safety  trial  of  Serevent.  Though  it  had 
hoped  to  track  60,000  patients  in  the 
effort  that  began  in  1996,  Glaxo  got  up 
to  only  26,000.  The  six-month  study, 
when  extrapolated,  suggested  one  extra 
death  for  every  700  patients  on  Serevent 
for  one  year.  The  company  put  out  a 
warning  to  doctors;  then  it  ended  the 
trial  because  of  difficulties  in  signing  up 
more  patients. 

In  that  trial  Glaxo  found  a  total  of  13 
people  on  Serevent  had  died  of  asthma, 
while  only  3  people  had  died  in  the  placebo 
inhaler  group  (everyone  was  allowed  al- 
buterol). But  Glaxo's  Kathy  Rickard  says,  "We 
cannot  tell  whether  it  is  due  to  pharmacol- 
ogy or  socioeconomic  status  or  patients  who 
don't  take  their  medicines  or  whether  it  is 
a  genetic  predisposition."  Why?  Because 
the  trial  "wasn't  designed  to  test  those  issues," 
she  says. 

Nationally,  asthma  deaths  have  eased 
recently,  even  as  use  of  long-acting  beta 


agonists  has  risen,  Rickard  notes,  incon- 
sistent with  an  epidemic  of  drug- induced 
deaths.  With  Advair,  "patients  get  control 
of  their  asthma  faster,"  she  maintains.  Peo- 
ple died  clutching  their  inhalers  long 
before  Serevent  came  along. 

It  may  be  that  the  presence  of  the  second 
drug  in  Advair,  the  steroid  Flovent,  quells  any 
threat  posed  by  Serevent  (the  beta  agonist) 
in  many  patients.  Yet  GlaxoSmithkline  never 
has  expressly  studied  whether  Advair,  too, 
might  cause  a  higher  death  rate  in  a  giant  trial. 
And  it  has  no  plans  for  such  a  trial.  Instead, 
it  is  conducting  a  460-patient  trial  looking  at 
Advair  versus  Flovent  in  black  patients;  a  540- 
patient  study  looking  at  whether  genetic  vari- 
ations influence  response  to  Serevent  and  Ad- 
vair; and  an  "observational  study"  using 
Medicaid  data. 

Some  doctors  defend  Glaxo  and 
Advair.  George  Washington  University 
internist  Matthew  Mintz  says  the  safety 
issue  "has  been  blown  way  out  of  propor- 
tion" and  that  the  bigger  threat  is  under- 
use,  not  overprescribing.  Doctors  who 


bash  the  drug  are  "irresponsible,"  because 
they  may  scare  away  patients  who  would 
do  well  on  Advair,  he  adds.  (Mintz  is  a 
consultant  to  GlaxoSmithkline;  Advair 
critic  Martinez  has  consulted  to  Merck, 
which  makes  an  Advair  rival;  and  Advair 
foe  Salpeter  of  Stanford  has  consulted  to 
trial  lawyers  on  the  matter.) 

The  FDA  has  strengthened  label  warn- 
ings for  Serevent  and  Advair  three  times 
amid  wrangling  with  the  company  over 
how  to  interpret  trial  data.  Last  July  an 
FDA  advisory  panel,  which  included  Mar- 
tinez of  Arizona,  voted  unanimously  in 
favor  of  keeping  both  Advair  and 
Serevent  on  the  market,  although  the  FDA 
now  says  Serevent  should  never  be  used 
on  its  own.  In  November  the  FDA  warned 
that  Advair  should  be  used  only  after 
other  drugs  had  failed;  Glaxo  objected 
and  the  final  label,  released  in  March,  was 
softened  a  bit. 

A  recalcitrant  company,  a  suspect  drug, 
young  patients  dying — and  lawyers  smelling 
blood.  This  could  get  very  ugly.  F 
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The  King  and  Hi 


Don  King  perfected  and  personifies  boxing's  outlaw 


economy 


Kids  in  schoolyards  don't  mimic  the  Champ;  women  in  beauty  salons  don't 
swoon  over  the  latest  Sygar  of  the  ring.  It  has  been  years  since  fans  witnessed 
a  historic  bout  in  the  making.  Purists  of  the  sport  dubbed  "the  sweet  science" 
by  English  writer  Pierce  Egan  in  the  early  1800s  now  make  do  dissecting  great 
fights  from  decades  ago  and  great  fighters  who,  if  not  dead,  are  withered  rem- 
nants of  their  once  beautiful  selves.  These  days  heavyweight  belts  change  hands  in  obscure 
bouts  staged  on  a  Saturday  night,  and  come  Sunday  morning  few  people  realize,  or  even 
care,  that  a  new  champion  has  emerged. 

But  one  name  in  boxing  is  recognized  by  dilettantes  and  fanatics  alike.  Fittingly,  that 
name  is  King. 

On  a  crisp  January  afternoon  in  New  York,  promoter  Don  King  emerges  from  the  bow- 
els of  Madison  Square  Garden  and  draws  a  crowd  of  normally  blase  New  Yorkers  who  jockey 
to  get  a  peek  at  his  trademark  light-socket  hairdo  that  has  now  grown  white  and  stringy. 
Clad  in  a  sequined,  red-white-and-blue  denim  jacket  emblazoned  with  his  hackneyed  slo- 
gan, "Only  in  America,"  he  is  here  to  promote  a  lineup  of  fights  the  following  night.  No  one 


[port,  at  Twiligh 

i  dreamslf  backing  one  last  great  fighter  |  By  Brett  Pulley 
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Boxing  

Bloodied  But** 


Jm  BQXINI 


nbowed 


BOXING'S  WEAKENING  PUNCH 


$168  million  $66  million 


Total  pay-per-view 
from  Mike  Tyson's 
3  fights  in  1996. 

$31  million 

Total  live  gate  from 
Tyson's  3  fights  in  1996. 


1  in  1975  (year  of  the 
Thrilla  in  Manila), 
Muhammad  AIL 


Total  pay-per-view 
from  the  top  3  fights 
of  2005. 

$13  million 

Total  live  gate  from  the 
top  3  fights  of  2005. 


5  in  2006,  plus  2 
vacant  heavyweight 


RECOGNIZED  SANCTIONING  BODIES 


even  notices  as  a  dozen  professional  boxers 
spill  out  onto  the  street  behind  him. 

"It's  going  to  be  exciting!"  King  says  as 
he  postures  for  the  press.  "It's  going  to  be 
provocative!  It's  going  to  be  beautiful!  You 
are  going  to  see  fights  made  in  boxing 
heaven!"  He  has  said  this  a  thousand 
times  before.  Does  he  mean  it  as  much  as 
he  used  to? 

The  Garden  has  played  host  to  some  of 
the  great  fights  in  boxing's  history,  and  King, 
74,  remembers  many  of  them,  from  the  Joe 
Louis  vs.  Rocky  Marciano  classic  in  1951  to 
the  matchup  of  Muhammad  Ali  and  Joe  Fra- 
zier  20  years  later  in  the  "Fight  of  the  Cen- 
tury"—which  King  heard  on  the  radio,  while 
serving  time  in  prison.  In  33  years  he  has 
staged  at  least  600  championship  bouts  and 
raked  in  $1  billion  in  boxing  revenue,  pro- 
ducing seven  of  the  ten  largest  pay-per-view 
events  in  history.  He  has  amassed  a  $350  mil- 
lion fortune  doing  it. 

But  boxing  is  in  deep  peril,  and 
King— according  to  your  point  of  view, 
either  the  best  or  the  worst  thing  ever  to 
happen  to  the  sport— wants  to  rescue  it. 
Pay-per-view  revenue,  which  totaled  $168 
million  from  the  three  largest  fights  of 
1 996,  when  the  sport  was  peaking  finan- 


cially, faded  to  $66  million  from  last  year's 
three  top  bouts;  tickets  sales  for  the  top- 
three  fights  of  2005  totaled  $13  million,  a 
58%  drop  from  the  top  three  of  1996. 

Even  a  reality  show  on  NBC — The  Con- 
tender, hosted  by  Sugar  Ray  Leonard  and 
Rocky  actor  Sylvester  Stallone — didn't  help; 
it  got  canceled  after  one  season.  By  contrast, 
a  reality  series  for  Ultimate  Fighting  Cham- 
pionship, whose  bare-knuckled,  full-contact 
fights  draw  legions  of  young  viewers,  soon 
begins  its  third  season  on  Viacom's  Spike  TV 
channel;  Nevada's  top  boxing  regulator  has 
just  quit  to  join  UFC. 

Boxing's  biggest  problem — and  Don 
King's  ready-made  solution — lies  in  the  fact 
that  it  hasn't  found  a  flamboyant  and  dan- 
gerous new  heavyweight  champion  since 
Mike  Tyson  went  to  prison  (for  the  first  time) 
in  1992.  Heavyweights  drive  the  entire  sport, 
but  can  you  name  the  champ  today?  Late  last 
year  King  himself  controlled  four  heavyweight 
champs  in  four  rival  organizations,  but  none 
came  close  to  replacing  Tyson. 

"Boxing  has  to  find  another  star,"  says 
King.  "I'm  in  constant  search,  but  who- 
ever finds  him,  I'm  the  one  who  will  make 
him  a  star.  I'm  the  diamond-polisher." 

"Boxing  needs  fighters  who  excite  peo- 


ple," says  Tyson,  now  39,  retired  and  living 
in  Arizona  "You  have  to  be  their  fantasy.  You 
have  to  be  their  soap  opera." 

Since  Tyson's  exit  in  1997,  after  a  dis- 
qualification for  biting  Evander  Holyfield's 
ear,  the  sport  has  been  better  known  for 
one-round  letdowns,  mismatches,  bums 
and  embarrassments.  Even  Don  King  Pro- 
ductions, in  Deerfield  Beach,  Fla.,  has  felt 
the  effects  of  boxing's  decline.  It  recendy 
scaled  back  on  office  staff  by  40%  to  30 
full-time  employees.  King  also  keeps  on 
his  roster  1 1 3  fighters  in  myriad  weight 
classes  from  27  countries.  Dozens  of  them 
train  and  live  at  a  barracks-style  camp 
owned  by  King  in  rural  Ohio. 

He  has  high  hopes  for  a  few  of  his 
fighters,  especially  Ricardo  Mayorga,  a 
154-pounder  who  is  preparing  to  face 
Oscar  (The  Golden  Boy)  De  La  Hoya, 
who  at  age  33  is  the  most  financially  suc- 
cessful boxer  in  the  sport  today. 

Outside  Madison  Square  Garden  a 
couple  more  of  King's  brightest  prospects 
go  unnoticed  by  the  people  crowding 
around  the  promoter.  Jean-Marc 
Mormeck,  33,  is  a  200-pound  cruiser- 
weight  from  France;  Zab  Judah,  28,  is  a 
Brooklyn-bred,  gazellelike  welterweight  at 
less  than  150  pounds.  Both  are  slated  for 
bouts  at  the  Garden  the  next  night. 
Mormeck,  with  a  few  devastating  victo- 
ries— and  maybe  1 5  extra  pounds — might 


Not 
Quite 
Great 
Enough 

Recent  heavy- 
weight champs 
who  matched 
the  best  of 
their  craft  as 
boxers  but 
never  became 
the  people's 
undisputed 
greatest. 


Perhaps  the 
greatest  cruiser- 
weight  ever. 
Beefed  up  to 
become  a  heav> 
weight  champic 
and  earned 
millions  but  wa; 
really  fighting 
out  of  his  class. 
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remake  himself  into  the  heavyweight  star 
that  King  longs  for. 

Even  then,  however,  Kings  quest  may 
fall  short  because  of  a  quirk  of  capitalism: 
Too  much  competition  makes  it  harder 
than  ever  to  create  a  new  superstar.  There 
isn't  a  monopolistic  league,  as  there  is  in 
baseball  or  basketball.  Fights  are  overseen 
by  an  alphabet  soup  of  a  dozen  or  so  rival 
sanctioning  bodies,  seven  of  them  widely 
recognized— the  WBA,  the  WBC,  the  IBF, 
the  WBO  and  more;  and  anyone  can  set  up 
a  new  one,  anytime.  Each  group  has  up  to 
20  weight  classes,  yielding  200  different 
champions  at  one  time.  Currently  five  dif- 
ferent punchers  lay  claim  to  five  different 
World  Heavyweight  Champion  titles,  and 
two  other  major  titles  are  vacant.  In  1975, 
when  Muhammad  Ali  fought  Joe  Frazier 
in  their  third  classic  matchup,  the  King- 
staged  "Thrilla  in  Manila,"  just  two  sanc- 
tioning bodies  held  sway.  Ali  was  the  only 
heavyweight  champ. 

"The  title  of  champ  is  diluted,"  says  top 
boxing  manager  Shelly  Finkel.  "You  can  be 
a  champ,  but  it  doesn't  mean  anything." 

Don  King  has  spent  his  life  feint- 
ing, slipping  and  hustling  his 
way  from  the  streets  of  Cleve- 
land, where  as  a  young  man  in 
the  1 950s  he  was  known  as  Cadillac  Slim, 
ran  a  nightclub  and  operated  a  daily  num- 


^  flash  of 
>ril!iance.  Had 
ill  of  the 
ibility  but  did 
lot  have  the 
emperament 
o  last  long  as 
hampion. 


Had  great  skills, 
good  looks  and  a 
way  with  words. 
But  was  cautious 
about  pursuing 
the  limelight. 


bers  racket  before  lotteries  were  legalized. 
Some  years  ago  the  late  promoter  Dan 
Duva  met  with  King  and  marveled  at  his 
ability  to  rattle  off  the  telephone  number 
of  every  person  whose  name  came  up. 
"You're  pretty  good  with  those  numbers," 
Duva  told  him.  "It  used  to  be  my  busi- 
ness," King  replied. 

Mark  Greenberg,  a  former  Showtime 
Networks  suit  who  has  negotiated  with 
King,  says  the  man  has  an  uncanny  mastery 
of  financial  details.  "No  matter  how  many 
times  the  deal  changes,  Don  knows  every 
number,"  he  says.  Alex  Yemenidjian,  former 


King,  at  a  recent  weigh-in  in  New  York,  had  high  hopes 
for  Mormeck.  The  fighter's  opponent  had  other  plans. 


president  of  MGM  Grand,  says  King  "could 
have  been  chief  executive  officer  of  a  major 
corporation.  He's  as  smart  as  anyone." 

By  the  time  King  struck  it  rich,  he  had 
killed  two  men.  One  was  a  burglar  whom 
King  shot  in  1954,  in  what  was  ruled  justi- 
fiable homicide.  The  other  was  a  fellow 
small-time  street  hustler  who  allegedly 
owed  King  a  few  hundred  dollars.  King, 
who  insists  he  was  defending  himself  once 
again,  stomped  the  man  to  death  in  1966 
and  served  not  quite  four  years  in  prison 
for  manslaughter. 

He  was  virtually  unknown  when  in 
1974  he  guaranteed  a  then  unprecedented 
$10  million  purse  to  Muhammad  Ali  and 
George  Foreman  for  a  fight  in  Zaire,  one  of 
the  great  fights  of  all  time.  King  was  such  a 
salesman  that  he  persuaded  Ali  to  let  him 
promote  the  fight,  then  talked  Foreman  into 
signing  a  blank  sheet  of  paper  so  King  could 
fill  in  details  of  the  contract  later. 


In  1979  King  brought  the  fledgling  HBO 
pay-TV  channel  its  first  heavyweight  fight 
and  three  years  later  sold  another  bout  to 
the  network  for  $2  million,  putting  the  now 
huge  Time  Warner  outlet  in  the  boxing  busi- 
ness. A  year  later  he  became  the  first  pro- 
moter to  sell  a  package  of  fights  to  three 
television  outlets:  closed-circuit,  pay-per- 
view  and  a  broadcast  network. 

King  has  an  uncanny  ability  to  quickly 
judge  character  and  figure  out  what  moti- 
vates someone.  "You  don't  get  stars  to  sign 
with  you  just  by  offering  them  a  lot  of 
money,"  he  says.  "You  get  them  by  getting 
in  their  heads." 

That's  how  he  got  Mike  Tyson. 
In  1988  Tyson  was  the  youngest 
heavyweight  champion  in  history 
and  one  of  the  most  fearsome 
fighters  ever.  But  he  was  vulnera- 
ble: His  manager,  Jim  Jacobs,  had 
just  died;  his  trainer  and  father  fig- 
ure, Cus  D'Amato,  had  died  three 
years  before;  and  his  marriage  to 
actress  Robin  Givens  was  coming 
to  a  volatile  end.  King  seized  the 
moment,  convincing  Tyson  he 
would  make  him  richer  and  help 
fill  the  void  in  his  life. 

Tyson  went  to  prison  in 
1992  for  rape,  and  King 
cemented  their  bond  by  lending 
him  $14  million.  King  depicts 
this  as  a  bold  business  risk:  "You  go  to  the 
slammer,  there  ain't  no  guarantee  you're 
coming  out."  Tyson  served  three  years, 
and  by  his  release  King  had  landed  a  $70 
million  deal  for  six  fights  at  the  MGM 
Casino  in  Las  Vegas.  "I  knew  he  was  certi- 
fiably  unpredictable,"  King  says.  "But  he 
was  salable." 

For  this  King  received  $  1 5  million  in 
MGM  shares,  with  the  right  to  sell  it  back 
to  the  company  once  the  stock  price  had 
doubled;  it  did  and  King  pocketed  $30 
million.  For  a  time  King  was  the  second- 
largest  individual  shareholder  in  MGM, 
after  Kirk  Kerkorian.  At  one  point  King 
also  was  the  largest  individual  taxpayer  in 
the  state  of  Nevada,  he  says. 

"I  made  the  stock  rise  just  talking 
about  MGM  and  Las  Vegas,"  King  boasts. 
"The  deals  I've  made  should  be  textbook 
deals.  They  should  be  taught  at  Harvard 
and  at  historically  black  colleges." 
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Two  of  King  s  masterpieces: 
Muhammad  Ali  and  Joe  Frazier's 
1975  "Thrilla  in  Manila"  (left).  During 
the  1974  "Rumble  in  the  Jungle"  Ali 
sends  perspiration  flying  from  the 
face  of  George  Foreman.  Ali,  in  white 
trunks,  won  both  fights. 


Tyson,  after  paying  a  cut  of  his  earn- 
ings to  his  management  and  to  King,  kept 
$120  million  for  himself  during  a  15- 
month  stretch  in  the  mid-1990s.  During 
that  period  Kings  own  earnings  peaked  at 
$70  million  annually.  He  paid  the  federal 
government  $30  million  in  income  taxes 
for  1996  and  issued  a  press  release  to  say 
what  a  good  American  he  was.  "I  was  so 
happy,"  King  recalls. 

Times  were  good,  yet  in  1998  Tyson 
left  King  and  sued  him  for  $100  million, 
claiming  King  had  cheated  him.  (They 
later  settled  for  $14  million,  and  King 
recently  made  his  last  payment  to  the 

The  Numbers 
Man  and  His 
Numbers 


fighter.)  Tyson  grossed  more  than  $400 
million  in  his  career  but  kept  only  25%. 
During  the  years  he  was  represented  by 
King,  he  paid  30%  to  the  promoter,  20% 
to  two  managers,  and  half  of  what  was  left 
to  taxes.  What  Tyson  kept,  he  spent 
lavishly.  He  filed  for  bankruptcy  in  H 
2003  and  has  been  repaying  several  fl 
million  dollars  in  back  taxes  owed  9 
to  the  feds. 

"If  I  had  not  come  along,  guys 
would  not  be  making  the  kind  of 
money  they  earn,"  Tyson  says.  "Be- 
fore I  came  along  a  big  payday  was 
$10  million.  In  my  heyday  I  would 
spend  that  much  in  one  week." 

King  says  Tyson's  biggest 
mistake  was  ending  their  part-  J 
nership.  "Mike  was  not  a  traitor,  J 
he  was  just  shortsighted.  He 
should  have  been  the  first  billionaire  ath- 
lete in  history,"  King  says.  He  figures  a 
hundred  of  his  fighters  have  earned  at 
least  $1  million  each.  "They  spend  their 
money,  then  they  get  mad  at  me  for  keep- 
ing mine." 

"He's  done  some  bad  things,  he's  done 
some  good  things,"  says  King's  longtime  rival 
Bob  Arum.  "Let  the  bodies  be  buried." 

For  much  of  the  1970s  and  1980s, 
King  says,  he  had  to  fight  "unfair"  and 
"untrue"  allegations  that  he  had  ties  to 
organized  crime.  "I'm  blamed  for  every- 
thing," he  bemoans.  In  the  early  1980s  he 
got  sued  by  Muhammad  Ali,  who  accused 
King  of  shortchanging  his  purse  from  a 
fight  against  Larry  Holmes.  King  settled 
for  less  than  $100,000.  In  1985  King  was 
tried  for  and  acquitted  of  tax  evasion. 

By  the  late  1990s  King  was  so  bom- 
barded by  litigation  that  he  spent  $30  mil- 
lion on  lawyers'  fees  in  a  single  year.  In 
1998  King  was  tried  for  and  acquitted  of 
insurance  fraud.  After  the  trial  he  paid  for 
a  vacation  in  the  Bahamas  for  members  of 
the  jury.  In  the  late  1 990s  the  feds  raided 
the  Florida  headquarters  of  Don  King  Pro- 
ductions. While  media  helicopters  hovered 
above,  agents  rummaged  through  files  and 
documents.  King  says  no  charges  resulted. 

Recently  King  paid  $7.5  million  to  set- 
tle a  lawsuit  filed  by  a  former  super  wel- 
terweight champ,  Terry  Norris.  Earlier 
this  year  King  settled  a  suit  brought  by 
another  heavyweight  champion,  Christo- 


pher Bird,  by  agreeing  to  release  the 
fighter  from  his  contract.  Fighting  charges 
of  impropriety  is  commonplace  for  King. 

"I've  had  scandals  and  indictments, 
and  I'm  still  standing,  still  fighting,"  King 
says.  "I'm  a  black  man  from  the  ghetto,  an 
ex-convict.  I  came  from  wrong  to  right, 
out  of  the  penitentiary  to  rewrite  the  his- 
tory of  this  business.  There  ain't  no  way  I 
would  get  back  into  the  cycle  of  doing 
wrong.  The  mere  fact  that  I'm  still  stand- 
ing is  a  phenomenon." 


ing  has  invested  some  of  his 
wealth  in  other  businesses.  In 
1998  he  paid  $700,000  for  the 
.Call  &  Post,  a  Cleveland  newspa- 


per targeting  the  black  community.  He 
owns  the  rights  to  new  advertising  tech- 
nology: a  robot  that  moves  freely  around 
malls  and  public  areas.  King  holds  7,000 
tapes  of  fights,  press  conferences  and 
other  boxing- related  events  and  wants  to 
create  a  cable  channel  devoted  to  boxing 
and  other  entertainment. 

For  decades  King  and  his  wife  of  40 
years,  Henrietta,  have  owned  a  2,000-acre 
ranch  outside  of  Cleveland.  They  spend 
lots  of  time  in  Manalapan,  Fla.,  where 
King  in  1997  paid  $8  million  for  a  54-acre 
oceanfront  property.  He  put  30%  down 
but  still  got  rejected  for  a  bank  mortgage. 
On  closing  day  King  walked  in  with  a 
cashier's  check  for  $5.6  million  to  clinch 


Over  $1  billion 

Total  boxing  revenue 

$110  million 

Largest  grossing  fight  (Tyson  vs. 
Holyfield,  1997) 

113 

Total  boxers  currently 
represented 

$70  million 

Largest  annual  salary,  1996 


$350  million 

Estimated  net  worth 
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impedes  this  search  but  is  unlikely  to 
change.  Each  sanctioning  entity  takes  a 
3%  cut  of  the  gross  purse,  and  three  or 
four  can  profit  from  a  single  fight  when 
a  title  is  being  "unified." 

Even  the  sanctioning  bodies  and 
the  fighters  get  confused.  At  the 
weigh-in  for  a  2004  cruiserweight 
bout  between  Kelvin  Davis  and  Ezra 
Sellars,  Davis  showed  up  weighing 
200  pounds,  the  mark  set  by  vari- 
ous sanctioning  groups — unaware 
that  the  overseer  of  this  fight,  the 
International  Boxing  Federation, 


The  Largest-Grossing 
Fights  Ever1 


Tyson  swinging  in  his  2002  loss  to  Lewis. 


the  purchase.  "The  next  day  the  guy  next 
door  to  my  property  put  up  a  for-sale 
sign,"  King  says.  "So  I  bought  that  prop- 
erty, too."  King  then  installed  a  scaled- 
down  replica  of  the  Statue  of  Liberty  on 
his  lawn,  facing  the  Atlantic  Ocean. 

Cash  is  part  of  the  King  persona.  He 
says  he  has  kept  as  much  as  $70  million  in 
his  checking  account.  He  paid  $5  million  in 
cash  for  an  airplane,  and  he  always  has  a 
huge  roll  in  his  pocket,  peeling  off  large 
bills  to  pay  for  restaurants,  hotels  and  tips. 
On  fight  nights  King  insists  that  casino  offi- 
cials cash  multimillion-dollar  checks  made 
out  to  him.  To  oblige,  the  casinos  send  staff 
and  security  officers  to  a  private  room  to 
count  out  bills.  Eventually  King  emerges, 
carrying  bags  crammed  with  money 

As  rich  as  he  is,  King  lusts  for  more — 
and  longs  for  one  more  great  fighter.  The 
profusion  of  rival  sanctioning  bodies 


Mike  Tyson  vs.  Lennox  Lewis; 
2002;  Bob  Arum,  promoter. 


Evander  Holyfield  vs.  Lennox 
Lewis;  1999;  Don  King,  promoter. 


Mike  Tyson  vs.  Evander  Holyfield; 
1997;  Don  King,  promoter. 


still  had  the  class  set  at  the  old  weight  of 
190.  Davis  had  to  lose  10  pounds  for  the 
fight  the  next  day.  He  lost  the  weight — 
and  knocked  Sellars  out. 

Don  King  had  three  "world  champs" 
on  the  card  at  Madison  Square  Garden  set 
for  a  chilly  night  in  January.  At  the  weigh- 
in  the  day  before,  boxings  most  famous 
hairdo  works  the  crowd.  Colorful  charac- 
ters in  fur,  sequins,  baseball  caps  or  warm- 
ups  abound,  and  King  seems  to  know 
every  face  present,  from  retired  fighters  to 
grizzled  writers.  They  call  him  "D.K.,"  and 
he  has  nicknames  for  everyone.  "Craig 
Boogie!"  he  beckons  to  one  young  man. 
He  greets  another,  who  sports  a  fur  jacket 
and  fur  cap  and  recenfiy  survived  gunshot 
wounds,  leading  King  to  coin  a  name: 
"Bulletproof  Zip!"  he  yells. 

King's  heavyweight  hopeful,  the  cruis- 
erweight Jean-Marc  Mormeck,  holds  two 


title  belts  and  has  a  record  of  31-2.  He  is 
expected  to  easily  dispense  of  his  oppo- 
nent, O'Neil  Bell  of  Jamaica.  King's  other 
hot  prospect,  147-pound  Zab  Judah,  is  a 
three-time  world  champion  and  is  one  of 
the  fastest  punchers  in  boxing.  He  faces 
an  unknown  from  Argentina,  Carlos  Bal- 
domir.  A  victory  for  Judah  will  land  him 
a  multimillion-dollar  payday  to  fight 
Floyd  Mayweather  Jr.,  who  is  35-0,  with 
24  knockouts  and  currently  the  most 
unbeatable  man  in  boxing.  Judah,  as  if 
looking  beyond  his  bout  with  Baldomir,  is 
so  bored  during  the  press  conference  that 
he  sits  on  stage,  answering  calls  and  text 
messages  on  his  cell  phone. 

A  dozen  other  fighters  will  match  up  in 
preliminary  bouts,  including  boxers  who 
were  stopped  short  of  their  glory  ("Guys  who 
deserve  another  chance,"  King  says)  and  a 
few  who,  like  King,  have  done  time  in  prison. 
"Fellow  alumni,"  he  says. 

The  next  night,  as  the  main  bouts  are 
about  to  begin,  King  paces  the  ring  in  his 
tuxedo,  holding  an  unlit  cigar  in  one  hand 
and  waving  a  small  American  flag  in  the 
other.  An  announcer  introduces  King  and, 
as  always,  boos  break  out,  eliciting  noth- 
ing but  a  broad  grin  from  the  man. 

Mormeck,  a  chiseled  boxer  with  a  bald 
head  and  a  bleach-blond  beard  and  mus- 
tache, looks  like  a  menacing  character 
from  a  sci-fi  movie.  He  pounds  on  Bell  for 
a  few  rounds  but  is  unable  to  hurt  him. 
Finally,  in  the  tenth  round,  with  Mormeck 
tired  from  throwing  his  heavy  punches, 
Bell  catches  him  with  a  flurry  and 
BAM! — Mormeck,  one  of  King's  great 
hopes,  is  out  cold.  For  several  minutes  he 
lies  flat  on  the  canvas. 

By  the  time  that  Judah  enters  the  ring 
for  the  last  event  of  the  night,  the  New 
York  crowd  is  ready  to  see  its  hometown 
hero  make  quick  and  dazzling  work  of  his 
opponent.  But  Judah  never  gets  his 
punches  up  to  speed.  After  12  unspectac- 
ular rounds  he  loses  by  unanimous  deci- 
sion, then  immediately  blames  King  for 
not  giving  him  enough  time  to  train. 

"All  I  did  was  put  on  a  great  show,  and 
it's  all  my  fault,"  King  gripes.  It  has  been  a 
bad  night  for  the  king,  yet  his  search  will 
continue.  "I  ain't  never  failed,"  King  says. 
"The  word  'failure'  has  been  totally  eradi- 
cated out  of  my  vocabulary."  F 


'Based  on  pay-per-view  and  live  gate;  all  are  heavyweight  bouts. 
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ISLAND 

Money  laundering,  gun-running,  sex  slavery. 
Is  tiny  Cyprus  your  company's  next  tax  haven? 

Bv  Michael  Freedman 


HEN  SLOBODAN  MILOSEVIC  DIED  IN  HIS 
jail  cell  in  March,  he  left  behind  an  $800  million  mystery.  Between 
1992  and  2000  the  Serbian  strongman  spirited  at  least  that 
amount,  much  of  it  in  cash,  out  of  the  former  Yugoslavia,  accord- 
ing to  papers  filed  at  the  war  crimes  tribunal  in  The  Hague, 
Netherlands.  The  money  was  loaded  onto  an  airplane  and  flown 
1,000  miles  to  a  small  airport  in  Larnaca,  Cyprus.  Why  there? 
Because,  says  an  alleged  co-conspirator  and  courier,  the  tiny 
Mediterranean  island  was  "a  passage  to  the  world." 

Where  did  the  money  go  from  there?  Court  papers  say 
Milosevic  and  co-conspirators  set  up  eight  Cypriot  front  com- 
panies, including  one  registered  by  the  law  firm  of  Tassos 
Papadopoulos,  the  nations  current  president.  (Pambos  Ioan- 
nides,  head  of  Tassos  Papadopoulos  &  Co.,  admits  the  firm 
opened  a  holding  company  called  Southmed  but  strenuously 
denies  it  was  set  up  on  behalf  of  Milosevic  or  his  regime.)  These 
outfits  allegedly  set  up  some  250  bank  accounts  in  Cyprus  and 
Greece,  and  funneled  money  to  more  than  50  countries,  includ- 
ing Liechtenstein,  Luxembourg  and  Switzerland.  Much  of  it  was 
used  for  purchases  from  military  supply  businesses  in  the  U.S., 
Russia  and  Israel;  at  least  $3.5  million  went  to  a  company  called 
Aviatrend,  run  by  reputed  Russian  arms  dealer  Valeri  Tchernyi. 
What  happened  to  the  rest  is  anyone's  guess. 

Once  part  of  the  Byzantine  Empire,  Cyprus  is  a  great  place  to 


make  things  disappear.  This  nation,  population  740,000,  has  long 
been  a  way  station  for  rogues  and  scoundrels,  where  officials  have 
traditionally  been  willing  to  look  the  other  way.  Just  1 50  miles 
from  Beirut,  closer  to  the  Middle  East  than  to  Europe,  Cyprus  has 
been  a  mecca  for  cigarette  smuggling,  money  laundering,  arms 
trading — even  terror  financing,  according  to  a  post-Sept.  1 1  con- 
gressional hearing.  The  site  of  secret  meetings  between  Israelis 
and  Palestinians,  it  has  also  been  a  refuge  for  Russians  transport- 
ing wealth  of  immense  size  and  dubious  provenance. 

So  it  may  come  as  a  shock  that  Cyprus  is  now  selling  itself  as 
the  next  tax  haven  for  corporate  America,  a  Delaware  on  the 
Mediterranean.  Here,  as  in  Luxembourg  or  the  Cayman  Islands, 
businesses  can  cut  their  tax  bills  by  setting  up  a  holding  company 
without  any  physical  assets.  Officials  deny  that  Cyprus  has  had 
any  problems  with  cigarette  smuggling,  terror  finance  or  the  arms 
trade.  To  prepare  for  its  entry  into  the  European  Union  in  May 
2004,  lawmakers  enacted  legislation  to  strengthen  anti-  money- 
laundering  rules,  require  greater  transparency  in  business  dealings 
and  discourage  tax  evaders. 

U.S.  officials  agree  that  Cyprus  has  come  a  long  way  in  clean- 
ing up  its  act.  Over  the  past  decade  it  has  put  in  laws  that  comply 
with  international  standards,  requiring,  for  example,  people  enter- 
ing or  leaving  the  country  to  declare  currency  or  gold  bullion 
worth  $15,500  or  more.  Banks  must  report  large  cash  deposits  and 
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THE  CYPRUS 
CONNECTION 


SLOBODAN 
MILOSEVIC 

The  late  Serbian 
strongman  allegedly 
sent  $800  million  out  of 
the  former  Yugoslavia 
via  bank  accounts  in 
Cyprus  and  Greece. 


DAVID 

CHALMERS  JR. 

Owner  of  Bayoil,  he 
faces  criminal  charges 
that  he  illicitly  profited 
from  the  UN  oil-for- 
food  program  in  Iraq. 
Investigators  say  a  unit 
linked  with  Bayoil  ran 
money  through  a 
Cyprus  bank  account. 

VLADIMIR 
ZHIRINOVSKY 

Investigators  for  the  UN 
say  Iraqi  officials  gave 
the  extremist  Russian 
politician  access  to  oil 
in  return  for  political 
influence — and  that 
some  of  his  deals 
allegedly  ran  through 
Cyprus  bank  accounts. 

SADDAM 
HUSSEIN 

U.S.  and  UN  officials  say 
Saddam,  now  on  trial  in 
Iraq,  bought  conven- 
tional arms  from 
Cyprus  companies. 


OSCAR 
WYATT  JR. 

The  Texas  oil  maverick 
is  looking  at  criminal 
charges  that  he  used 
Cyprus  companies  to 
illegally  profit  from 
Iraq's  notorious 
oil-for-food  program. 


suspicious  transactions,  and  bank  officials  may  be  held  personally  liable  if  their 
institutions  scrub  clean  dirty  money.  U.S.  Treasury  officials  do  concede  that 
Cyprus  is  likely  to  have  money-laundering  problems  for  some  time.  "The  ques- 
tion is,  what  are  the  Cypriots  going  to  do  about  it?"  says  one. 

For  American  companies,  though,  there  are  still  obvious  attractions.  Cyprus 
offers  the  lowest  corporate  fax  rate  in  the  EU,  10%,  as  well  as  a  bevy  of  tax  breaks 
and  33  international  treaties  to  prevent  double-taxation. 

To  spread  the  word,  delegations  of  Cypriot  tax  professionals  and  chamber- 
of-commerce  types  have  traveled  in  the  last  year  to  such  places  as  Shanghai, 
Beijing,  Bangalore,  New  Delhi  and  Vienna.  Timothy  Osburne,  an  American 
partner  with  PricewaterhouseCoopers,  flies  from  his  home  base  in  the  capital 
Nicosia  to  San  Francisco  and  other  U.S.  cities  to  persuade  investors  that 
Cyprus  offers  some  of  the  best  tax  breaks  around.  As  a  result,  the  number  of 
new  holding  and  trading  companies  registered  in  Cyprus  last  year  was  14,500, 
up  70%  from  the  2002  volume.  That's  just  a  start.  "No  serious  international 
investor  will  do  his  planning  without  having  Cyprus  as  one  of  the  top  options," 
says  Phidias  Pilides,  head  of  PWC's  Nicosia  office. 

To  the  casual  observer,  this  remote  island  appears  to  be  a  quiet  vacation 
spot,  with  English  speakers,  safe  streets,  pleasant  beaches  and  decent  restau- 
rants. Banks  and  government  offices  shut  down  by  the  early  afternoon  in  the 
summer.  Shops  are  closed  Wednesday  afternoons  and  most  of  the  weekend. 
In  the  mountains  that  rise  to  the  northeast  of  Kyrenia,  with  its  glittering  horse- 
shoe-shaped harbor,  sits  the  village  of  Bellapais,  where  there  is  a  peaceful 
abbey  and  an  old  mulberry  called  the  Tree  of  Idleness.  Legend  has  it  anyone 
who  sits  under  the  tree  is  struck  by  a  sudden  and  intense  languor. 

The  mythic  birthplace  of  Aphrodite,  Cyprus  has  long  been  a  center  of 
intrigue.  Many  times  conquered  by  stronger  powers,  it  landed  in  British  hands  in 
1878.  Sunlight  and  low  crime  brought  tourists  from  the  U.K.;  low  taxes  kept  them 
there.  The  Cypriots  won  their  independence  in  1960,  but  it  was  a  fleeting  moment 
in  a  10,000-year  history.  Amid  a  coup  attempt  in  1974,  Turkey  invaded,  seized  the 
northern  third  of  the  island,  expelled  Greek-Cypriots  from  their  homes  and 
named  the  new  entity  the  Turkish  Republic  of  Northern  Cyprus — not  recognized 
by  any  nation  other  than  Turkey.  The  Turkish  exclave  remains. 

Tension  festered  and  occasionally  flared,  but  compared  with  its  neighbors, 
Cyprus  was  an  island  of  stability.  Years  of  British  rule  meant  British  law  and  plenty 
of  well-schooled  accountants  and  lawyers.  Multinationals  set  up  outposts  to  do 
business  in  the  Middle  East  and  north  Africa.  In  the  mid-1970s  Michael  Zam- 
pelas,  then  head  of  PWC's  Cyprus  office  (and  now  mayor  of  Nicosia)  heard  from 
Dutch  clients  that  they  wanted  to  set  up  investment  vehicles  in  Cyprus,  but  the 
taxes  were  too  high.  He  and  others  did  some  lobbying.  The  government  repaired 
its  oversight  by  offering  a  4.25%  tax  rate  for  offshore  companies  and  drew  as  many 
as  50,000  of  them  in  the  years  to  come. 

These  new  businesses  created  jobs  and  $600  million  in  annual  tax  revenue. 
But  Cyprus  also  became  something  of  an  entrepot  for  dirty  dealings  in  the  Mid- 
dle East.  Cigarette  smuggling  was  one  perennial  problem.  And  in  the  1 990s 
Cyprus  was  among  14  countries  with  businesses  that  illegally  provided  Saddam 
Hussein  with  conventional  weapons,  according  to  a  comprehensive  report  to  the 
CIA  on  Iraq's  weapons  of  mass  destruction.  Cyprus-registered  companies  also 
contracted  to  buy  oil  and  chemical  materials  from  Iraq  in  violation  of  the  UN 
embargo.  One  company  in  the  southern  city  of  Limassol,  Pediment  Holdings  Ltd., 
wrote  a  letter  to  an  Iraqi  official,  according  to  the  report  to  the  CIA,  saying  it  was 
prepared  to  buy  petroleum  products  at  the  Iraq-Iran  border,  transport  them  by 
truck  and  send  a  $10  million  payment  to  an  Amman,  Jordan  bank  account. 

One  result  of  these  dirty  dealings  with  Saddam  was  the  UN-backed  oil-for- 
food  program,  which  itself  proved  easy  to  manipulate.  Once  again  Cyprus  was  in 
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be  center  of  a  storm.  Both  U.S.  and  UN  investigations  show  evi- 
[ence  that  the  administrator  of  the  program,  Cypriot  diplomat 
tenon  Sevan,  reaped  at  least  $150,000  through  the  illicit  sale  of 
raqi  crude.  (He  denies  it.)  A  far  bigger  alleged  participant  was  a 
rivately  held  Swiss  company  called  Glencore,  formerly  known  as 
/[arc  Rich  &  Co.  AG  (Marc  Rich  divested  his  interest  in  1994). 
Lccording  to  the  exhaustive  inquiry  into  the  program  conducted 
y  Paul  Volcker,  Glencore  bought  at  least  122  million  barrels  of  oil 
rom  Iraq  through  other  trading  companies  and  often  paid  sur- 
harges  to  agents  such  as  Murtaza  Lakhani,  Glencores  "man  in 
laghdad."  At  least  some  of  the  surcharge  money  was  allegedly 
outed  through  Lakhani's  Cyprus  bank  account.  In  a  letter 
icluded  in  the  Volcker  report,  Glencore  denies  wrongdoing. 

U.S.  companies  ensnarled  in  the  scandal  also  went  through 
Cyprus.  One  leading  financier  of  Iraqi  crude,  a  Houston  company 
ailed  Bayoil,  allegedly  paid  for  28  liftings  of  oil  for  extremist  Russ- 
in  politician  Vladimir  Zhirinovsky,  sending  $1.7  million  to  the 
ccount  of  a  Liberian  outfit  called  Plasco  Shipping  Co.  Ltd., 
Uegedly  linked  with  a  Bayoil  employee.  Bank  records  show  Plasco 
-ansferred  a  similar  sum  to  a  Cyprus  account  with  the  reference 
in  favor  of  Igor  Lebedev" — Zhirinovsky's  son.  (Zhirinovsky  has 
enied  any  wrongdoing.)  Bayoils  owner,  David  Chalmers  Jr.,  has 
een  indicted  by  a  federal  grand  jury  in  New  York  for  alleged 
lanipulation  of  the  program.  He  has  pleaded  not  guilty 

So  has  Oscar  Wyatt  Jr.,  to  charges  of  conspiracy  to  commit  wire 
-aud  and  engage  in  prohibited  financial  transactions  with  Iraq. 
Tie  iconoclastic  Texas  oil  tycoon  allegedly  acted  as  an  oil  consult- 
nt  or  trader  on  behalf  of  two  Cyprus  companies,  Mednafta 
rading  Co.  and  Nafta  Petroleum.  Wyatt  had  a  long  history  with 
addam.  The  first  to  bring  Iraqi  oil  to  the  U.S.  back  in  1972,  Wyatt 
let  with  the  dictator  in  December  1990  and  helped  with  the 
dease  of  21  U.S.  hostages  there.  But  according  to  the  indictment 
nd  the  Volcker  report,  Nafta  and  Mednafta  companies  paid  sur- 
harges  for  Iraqi  oil  and  arranged  for  cargo  ships  to  pick  up  the  oil 
'om  Iraq  and  ship  it  to  larger  companies  with  their  own  refineries. 
ls  late  as  January  2003  Wyatt  allegedly  sent  a  fax  to  an  Iraqi  official 
n  Mednafta  stationery  to  request  a  meeting  in  Baghdad. 


By  the  Numbers 
Open  for  Business 


Cyprus  wants  to  become  the  new  Caymans  of  the  Mediterranean.  Good  luck. 


The  number  of  domestic  and  i 
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Mister  Booster:  Timothy  Osburne,  a  partner  with  Pricewaterhouse- 
Coopers,  is  trying  to  convince  U.S.  companies  to  come  to  Cyprus. 

At  the  same  time,  Cyprus  proved  a  magnet  for  Russian  klepto- 
crats  who  were  drawn  by  the  low  tax  rate,  visa-free  travel  and  a 
shared  religious  heritage.  Russian  businessmen  bought  villas  in  the 
hills  surrounding  Limassol.  By  1995  Cyprus  was  home  to  some 
2,000  Russian  companies,  and  $1  billion  a  month  was  flowing  out 
of  Russia  into  Cypriot  banks. 

Much  of  it  unclean.  The  Russian  mafia  controlled  as  much 
as  70%  to  80%  of  all  business  in  the  motherland  during  the  mid- 
1990s,  according  to  a  report  by  Izvestiia.  Sending  money  to 
havens  like  Cyprus  kept  it  safe  from  tax  collectors,  on-the- 
take  bureaucrats,  creditors,  other  gang- 
sters and  shaky  Russian  banks.  The  now 
imprisoned  Mikhail  Khodorkovsky 
owned  his  shares  in  Yukos  through  a 
complex  structure  of  offshore  companies 
in  Cyprus  and  elsewhere. 

Sometimes  violence  followed  the 
money.  In  one  case  two  years  ago  three 
Russians  were  bludgeoned  to  death  in  a 
villa  in  the  resort  town  of  Paphos,  in  west- 
ern Cyprus.  Today  Russian  crime  has  a 
different  face  in  Cyprus,  where  a  thriving 
sex  trade  draws  women  from  former 
Soviet  states.  In  2001  Cyprus'  immigra- 
tion chief  was  reportedly  jailed  for  20 
months  after  being  found  guilty  of 
accepting  bribes  to  issue  work  permits  for 
foreign  women  to  work  in  so-called 


$16 


.3  billion 


The  total  assets  held  by 


international  banks  in  government-controlled  Cyprus! 

/O  The  total  increase  in  the  number  cx 

activity  reports  filed  by  banks  since  2000. 

Source:  U.S.  Bureau  lot  International  Narcotics  &  Liw  [nforccment  Aft, 
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cabarets  with  names  like  White  Girls  Nightclub  and  Frolix.  By 
2003  some  2,000  women  per  year  arrived  in  Cyprus  to  work  in 
these  clubs,  often  under  duress,  helping  to  generate  $70  million 
per  year  in  prostitution  revenue— plus  fees  for  pimps  who  work 
in  the  women's  home  countries  and  broker  the  traffic. 

While  the  government  has  made  headway  in  cracking  down 
on  the  problem,  a  recent  U.S.  State  Department  report  says  traf- 
ficking is  still  a  problem  and  tells  a  fairly  typical  story  of  an  18-year- 
old  Ukrainian  woman  who  spoke  no  English  but  responded  last 
year  to  an  Internet  ad  for  a  waitress  job  in  Cyprus.  Instead  she 
landed  at  a  cabaret  in  a  rural  area,  where  the  owner  withheld  her 


the  Graduate  Institute  of  International  Studies  in  Geneva, 
Cyprus  imports  these  goods  in  quantities  that  vastly  exceed  the 
amount  its  citizens  or  military  could  reasonably  use.  In  2003 
the  nation  imported  an  estimated  $185  million  worth  of 
revolvers,  military  rifles  and  machine  guns,  putting  it  second 
after  the  U.S\  Incomplete  data  from  2004  put  Cyprus  up  there 
with  Germany,  France  and  the  U.K. 

The  single  biggest  supplier  of  arms:  Russia.  Yet  the  bulk  of 
goods  come  from  unspecified  nations,  and  it  is  unclear  if  the  guns 
ever  make  it  ashore — or  are  simply  invoiced  through  Cypriot  front 
companies.  No  one  seems  to  know  where  the  guns  go. 


Aphrodite's  birthplace — in  more  ways  than  one:  the  valley  of  Cayirova;  dancing  at  the  Ronny  Nightclub;  boats  in  the  marina  of  Kyrenia. 


travel  documents  and  forced  her  to  have  sex  with  customers.  One 
purchased  her  for  the  night,  took  her  to  his  farm,  had  sex  with  her 
and  then  forced  her  to  clean  his  barn.  In  a  case  cited  by  sex  traffick- 
ing researchers  at  Johns  Hopkins  University,  a  young  Russian 
cabaret  worker  was  held  captive  in  a  Nicosia  apartment  and  tried  to 
escape  by  tying  bed  sheets  together  and  climbing  down  the  bal- 
cony. The  sheets  slipped  apart  and  she  fell  to  her  death. 

Cyprus  has  also  gained  notoriety,  thanks  in  part  to  geogra- 
phy, as  a  hub  for  the  trade  in  small  arms  and  ammunition.  Year 
after  year,  reports  the  annual  Small  Arms  Survey,  produced  by 


Cypriot  officials  assert  that  the  nation  complies  with  all  inter- 
national arms-trade  regulations  and  protocols.  While  the  survey 
information  comes  directly  from  Cyprus  customs  records, 
researchers  are  befuddled  by  the  lack  of  transparency.  "This  stuff 
kind  of  appears  from  nowhere  and  then  disappears  to  nowhere," 
says  Nicholas  Marsh,  a  researcher  at  the  International  Peace 
Research  Institute,  in  Oslo,  which  compiled  the  data. 

If  you  want  dirty  business,  look  at  the  Turk-occupied  north,  say 
Cypriot  authorities.  A  potentially  charming  tourist  destination,  this 
slice  of  the  island  has  been  racked  by  embargoes  and  years  of  eth- 
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lie  anger,  making  it  all  but  impossible  for  sizable  investment  to 
ake  root.  A  visitor  notices  the  abundance  of  half-finished  con- 
truction  projects— launched  when  the  islands  divisions  seemed 
it  an  end— and  a  dearth  of  upscale  hotels,  Western  banks  and 
menities.  The  void  is  filled  by  casinos,  some  two  dozen  of  them, 
>wned  by  Turkish  mainlanders  and  essentially  unregulated.  Some 
100  "finance  institutions"  that  give  loans  are  also  unregulated,  and 
.  2004  U.S.  State  Department  report  says  northern  Cyprus  has 
>ecome  a  conduit  for  narcotics  trade  between  Turkey  and  Britain 
s  well  as  a  destination  for  money  launderers. 

One  finance  institution,  First  Merchant  Bank  OSH,  was  a  con- 
y  jhm  duit  for  funds  transferred 
between  organized  crime 
rings  and  corrupt  politi- 
cians, according  to  the 
U.S.  Treasury  Depart- 
ment. The  department 
also  reports  allegations 
that  one  of  the  bank's 
original  shareholders, 
Vladimir  Kobarel,  was  a 
former  KGB  employee 
who  used  First  Merchant 
to  transfer  "under- 
ground" money  to  Russ- 
ian banks.  Another  part- 
ner, Tarik  Umit,  served  in 
Turkish  intelligence,  and 
is  believed  to  have  been 
killed  in  connection  with 
a  Turkish  investigation 
into  links  among  intelli- 
gence, right-wing  politi- 
cians and  the  mafia.  A 
third  founder,  Hakki 
Yaman  Namli,  was  con- 
victed along  with  the 
bank  for  laundering  $450 
million.  The  conviction 
was  overturned,  but  at 
the  trial  he  insisted  First 
Merchant  was  owned  by 
one  Charles  Ewert,  a 
onetime  executive  at 
Austrian  gun  manufacturer  Glock  later  sentenced  to  20  years  in  a 
,uxembourg  prison  for  attempting  to  murder  the  company 
ounder.  Namli  is  now  running  from  another  US.  federal  court 
ndictment  alleging  wire  fraud. 

Stories  like  this  make  the  occupied  area  an  easy  target  for 
]ypriot  officials.  "There  are  some  very,  very  serious  problems 
egarding  illegal  action  in  the  occupied  areas  of  Cyprus,"  says 
)oros  Theodorou,  minister  of  justice,  as  one  cigarette  after 
nother  burns  slowly  in  the  ashtray  in  front  of  him.  "And  I'm 
lot  speaking  only  about  money  laundering.  I'm  speaking  about 
very  illegal  action." 


But  such  politicians  are  part  of  the  problem  because  they  refuse 
to  deal  with  leaders  of  the  occupied  areas.  Rather  than  cracking 
down  on  criminals  wherever  they  live  on  an  island,  the  govern- 
ment's political  energy  is  channeled  almost  exclusively  into  etch- 
ing deeper  divisions — three  decades  after  the  invasion.  In  January 
the  Cypriot  president  refused  to  meet  with  Jack  Straw  after  the 
British  foreign  minister  had  the  gall  to  seek  a  solution  to  the  divi- 
sion by  meeting  with  the  leader  of  the  northern  entity  in  his  presi- 
dential palace.  The  Turkish  side  behaves  no  better. 

For  all  that,  the  campaign  to  lure  outside  corporations  seems  to 
be  working.  Big  multinationals  like  Oracle  and  Microsoft  already 
have  representatives  on  the  island  or  regional  offices  for  sales  into 
the  rest  of  the  Mediterranean  and  Middle  East.  Chinese  compa- 
nies have  recendy  expressed  interest  in  sending  thousands  of  work- 
ers over  to  set  up  clothing  and  soft  toy  factories  there  for  easier 
access  to  these  markets.  But  Antis  Nathanael,  director  of  trade  at 
the  Cyprus  Chamber  of  Commerce  &  Industry,  says  Cyprus  is  too 
small  to  accommodate  this  kind  of  large-scale  industry.  "We're 
only  700,000  people,"  he  says.  "Where  are  we  going  to  house  50,000 
Chinese?" 

A  bigger  benefit  would  come  from  creating  more  holding 
companies,  boosting  a  financial  services  industry  that  along  with 
tourism  already  accounts  for  three-quarters  of  the  country's  $17 
billion  economy.  Marketing  materials  play  up  the  fact  that  Cyprus 
follows  the  same  regulations  as  other  nations  in  the  EU — but  has 
lower  taxes.  "Taxwise,  Cyprus  is  probably  in  the  best  position  in 
the  European  Union,"  says  Charilaos  G.  Stavrakis,  deputy  chief 
executive  at  the  Bank  of  Cyprus  Group. 

Setting  up  a  holding  company  involves  paying  $4,000  or  so  to 
a  lawyer  or  an  accounting  firm  like  PWC,  which  will  help  select  an 
approvable  company  name,  write  up  articles  of  association  and 
appoint  shareholders  and  directors.  The  process  takes  a  few  weeks, 
and  most  larger  firms  will  require  various  forms  of  identification, 
as  well  as  reference  letters  from  a  prior  bank. 

A  small  Nicosia  outfit  called  Vishnu  Enterprises  advertises  it 
can  set  up  a  ready-made  company  in  a  mere  24  hours.  There  is  no 
need  for  the  investor  to  visit  Cyprus,  and  Vishnu  says  it  can 
appoint  a  director,  secretary  and  shareholder,  which  "makes  it 
impossible  for  a  third  party  to  identify  the  real  owner."  Emil 
Deecken,  Vishnu's  managing  director,  says  he  knows  of  plenty  of 
lawyers  who  ask  no  questions  at  all  before  setting  up  a  new  com- 
pany. Says  he:  "It's  like  buying  a  piece  of  bread,  it's  so  easy' 

So  far  there  has  been  some  interest  in  Cyprus  from  U.S.  con- 
struction and  airline  businesses,  says  Kyriacos  Kokkinos,  president 
of  the  American-Cyprus  chamber  and  head  of  IBM  Cyprus.  But 
the  Cypriots  still  have  to  compete  with  Switzerland,  which  recentiy 
attracted  multinationals  like  Procter  &  Gamble  and  Colgate  by 
offering  even  lower  tax  rates.  For  investment  into  India,  American 
investors  are  more  comfortable  with  tried-and-true  Mauritius. 
Even  Russian  investors  are  starting  to  look  elsewhere,  paying  a  bit 
more  in  taxes  in  a  place  like  Luxembourg  to  avoid  the  stigma  of 
Cyprus.  "U.S.  investors  are  not  worried  about  reputation,"  says 
London  tax  lawyer  Joel  McDonald.  "It's  just  a  tax-planning  tool. 
But  if  you're  a  Russian,  it's  another  black  mark.  People  say,  'Oh, 
Cyprus,  of  course.' "  F 
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Nestle 


Anticorporate  protesters  went  after  Nestle  for 
its  infant  formula.  Now  they're  at  it  again — this 
time  accusing  the  company  of  using  cocoa 
harvested  by  forced  labor  |  By  Deborah  Orr 


fITH  THEIR  BRIGHT  PINK 
wigs,  colorful  placards 
and  painted  smiles,  the 
crowd  in  front  of  San 
Francisco's  Metreon 
movie  theater  last  July  looked  like  extreme 
fans  come  to  celebrate  the  opening  of  the  lat- 


est Willie  Wonka  film.  But  these  merry- 
makers had  a  downbeat  message  for  Nesde, 
maker  of  Wonka  chocolate  candy.  A  typical 
sign  read,  "Make  my  Wonka  bar  slave-free." 

This  protest  was  organized  by  Global  Ex- 
change, a  California  pressure  group  that  has 
organized  letter- writing  campaigns,  appealed 


to  lovers  to  make  Valentine's 
Day  "slave-free"  and  told  parents 
to  mail  their  children's  Hal- 
loween treats  back  to  Nestle  and 
other  chocolate  makers  who  buy 
cocoa  from  plantations  in  West 
Africa.  The  International 
Labour  Organization,  part  of  the 
UN,  estimates  284,000  child  la- 
borers work  on  cocoa  farms, 
most  of  them  in  one  tiny  coun- 
try, Ivory  Coast,  source  of  al- 
most half  the  world's  cocoa. 
"These  are  either  involved  in 
hazardous  work,  unprotected  or 
unfree,  or  have  been  trafficked," 
says  the  ILO. 

Global  Exchange  and  an- 
other nonprofit,  the  Interna- 
tional Labor  Rights  Fund, 
founded  by  a  Methodist  minis- 
ter and  funded  in  part  by 
George  Soros'  Open  Society  In- 
stitute, are  taking  their  case  to 
court.  They  are  suing  Nestles 
U.S.  subsidiary,  together  with 
commodity  traders  Archer 
Daniels  Midland  and  Cargill,  in 
California.  The  action  was 
brought  under  two  federal 
statutes,  the  Torture  Victim  Pro- 
tection Act  and  the  Alien  Tort 
Claims  Act,  which  allow  victims 
of  human  rights  abuses  who  live 
outside  America  to  sue  U.S. 
companies  for  violations  of  in- 
ternational law. 

The  suit  also  charges  Nesde, 
Cargill  and  ADM  with  violating 
the  expansive  California  Busi- 
ness &  Professions  Code  by 
making  false  claims  to  the  pub- 
lic that  the  problem  of  child  slave  labor  on 
cocoa  farms  was  being  resolved 

"Nestle  is  not  the  owner  of  any  planta- 
tion," says  Peter  Brabeck-Letmathe,  chief 
executive,  exasperated  after  seven  years  of 
protests  connecting  the  Swiss  multina- 
tional with  forced  child  labor  in  Ivory 
Coast.  In  what  he  calls  "basically  a  civil  war 
situation,"  he  says,  "there  might  be  a  lot  of 
other  human  rights  abuses  than  just  the 
ones  that  have  been  picked  up."  He  says  it 
would  be  even  worse  for  Ivory  Coast  if 
Nesde  bought  nothing. 
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Getting  a  great  deal  on  life  insurance 
shouldn't  cost  you  peace  of  mind. 


You  can  get  a  great  deal  from  a  strong  company. 

You  may  be  able  to  find  a  great  deal  on  life  insurance.  But  will  the 
policy  provide  you  with  peace  of  mind?  At  Protective  you'll  find  great 
prices  on  a  wide  variety  of  products  from  a  strong,  stable  company  with 
nearly  one  hundred  years  of  experience.  Plus,  we'll  give  you  the  kind 
of  attentive,  personal  service  we  would  hope  to  get  from  others.  So  ask 
for  Protective  to  find  the  savings  you  want  and  a  policy  that  will  help 
you  rest  easy. 

Life  Insurance  •  Annuities  •  Retirement  Savings  ■  Asset  Protection  Products 
Protective  Life  Corporation,  P.O.  Box  2606,  Birmingham,  AL,  35202  .  www.protective.com 
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from  around  the  globe  who  have  restricted 
access  to  unique  and  critical  content, 
discussion  boards,  chats  and  polls. 
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Cancer  treatment  can  wreak  havoc  on  a  child's 
appetite  at  a  time  when  nutrition  couldn't 
be  more  important.  For  help,  turn  to 
CureSearch.org,  a  comprehensive  website  that 
covers  every  aspect  of  childhood  cancer.  It 
connects  you  to  the  network  of  doctors  and 
scientists  whose  collaborative  research  has 
turned  childhood  cancer  from  a  nearly 
incurable  disease  to  one  with  an  overall  cure 
rate  of  78%.  So  now  you  can  help  get  him  from 
barely  eating  to  back  to  his  typical  picky  self. 

And  you  thought  he  was  (>««») 
a  picky  eater  before  he  www.curasearch^ 
started  treatment. 


Nestle 


This  is  a  country  where  an  estimated 
215,000  children  live  on  the  streets,  where 
teachers  give  children  good  grades  in  re- 
turn, for  sexual  favors  and  where  there  is 
no  law  against  human  trafficking,  accord- 
ing to  U.S.  State  Department  reports. ' 

A  chocolate  trade  group  in  Washing- 
ton blames  putting  kids  to  work  on  farmer 
attitudes  in  West  Africa. 

The  Western  protest  groups  have 
videotaped  conditions  on  some  of  the 
slave  farms,  with  wrenching  narratives 
from  children  who  were  as  young  as  12 
when  they  were  enticed  by  traffickers  with 
promises  of  good  wages  and  easy  work. 
One  plaintiff,  a  young  boy  from  neigh- 
boring Mali  who  says  he  was  lured  to  a 
cocoa  farm  in  Ivory  Coast,  describes  his 
plight  on  tape:  "I  tried  to  run  away  but  I 
was  caught  ...  as  punishment  they  cut  my 
feet  and  I  had  to  work  for  weeks  while  my 
wounds  healed.  I  stayed  in  a  large  room  with 
other  Malian  children  from  a  neighboring 
plantation."  He  was  finally  freed  when  an- 
other boy  enslaved  on  the  farm  found  his  way 
to  the  Malian  embassy,  according  to  several 
boys'  testimony.  A  Malian  diplomat  inter- 
vened to  help  return  the  boys  to  their 
families,  according  to  plaintiff  transcripts. 

Five  years  ago  Senator  Thomas  Harkin 
(D-Iowa)  led  an  investigation  into  allega- 
tions of  child  slavery  in  the  African  cocoa 
trade.  The  senator  introduced  legislation 
that  would  have  required  chocolate  sold 
in  the  U.S.  to  be  labeled  "slave-free."  The 
bill  was  not  enacted,  but  Nestle  got  the 
message.  The  company,  other  big  choco- 
late producers,  the  ILO  and  several  non- 
profit groups  signed  an  agreement  prom- 
ising that  by  July  2005  they  would  find  a 
way  to  certify  chocolate  as  not  having  been 
produced  by  any  underage,  indentured, 
trafficked  or  coerced  labor. 

The  deadline  passed  with  little  accom- 
plished. Chocolate  makers  started  a  founda- 
tion to  work  with  nonprofits  that  rehabilitate 
and  educate  child  laborers.  But  the  industry's 
own  assessment  of  its  "progress  to  eliminate 
the  worst  forms  of  child  labor  and  forced 
labor  from  the  cocoa  fields"  was  "discourag- 
ing," reads  a  statement  from  Harkins  office. 

Nesde  and  others  say  they  need  more 
time — three  years  to  certify  half  the  cocoa- 
growing  areas  of  Ivory  Coast  and  Ghana. 

"They  say  they  can't  do  anything — the 
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Frustrated:  Nestle  boss  Peter  Brabeck-Letmathe. 

civil  war  is  escalating,"  says  Terrence 
Collingsworth,  executive  director  of  the  In- 
ternational Labor  Rights  Fund.  "But  we  can 
send  our  researchers  in.  And  they  don't  seem 
to  have  any  trouble  sending  their  buyers  in." 
Other  nonprofits  have  also  broken  through, 
including  the  Fair  Trade  Labeling  Organiza- 
tion. That's  a  group  from  Bonn,  Germany  that 
certifies,  among  other  things,  that  farms  are 
free  from  labor  abuses.  In  the  last  two  years 
Fair  Trade  has  organized  two  cooperatives  in 
Ivory  Coast,  covering  1.3%  of  chocolate  ex- 
ports, that  are  ostensibly  free  from  child  or 
slave  labor. 

Why  pick  on  Nestle  when  Mars  and  Her- 
shey  buy  even  more  chocolate  from  Africa? 
"We  have  evidence  against  Nestle,"  says 
Collingsworth,  referring  to  a  former  Nestie 
buyer  who  claims  that  at  least  one  farm  that 
supplied  Nestle  used  forced  child  labor.  "If 
we  find  evidence  that  Mars  or  Hershey  were 
complicit,  we  will  add  them  to  the  suit."  All 
three  buy  chocolate  from  middlemen,  such 
as  co-defendants  ADM  and  Cargill.  (Nestle 
says  it  has  no  direct  cocoa  procurement  in 
Ivory  Coast.)  The  three  targets  of  the  Cali- 
fornia suit  seek  a  dismissal,  arguing  a  lack  of 
legal  basis  and,  "If  any  purchaser  of  a  good 
...  is  liable  for  any  wrongful  act  allegedly 
committed  in  the  production  of  the  good . . . 
such  a  theory  would  have  breathtaking  im- 
plications for  the  global  economy" 

One  reason  that  Nestle  makes  a  great  tar- 
get for  Western  do-gooders  is  that  it's  big. 
With  revenue  of  $76  billion  a  year  it's  the 
world's  biggest  food  producer  (brands  include 
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Perrier,  Nescafe  and  Purina).  A  campaign  to 
boycott  it  for  selling  infant  formula  in  the 
rhird  World  went  on  for  seven  years.  Pro- 
esters  said  the  formula  was  being  bought  by 
mpoverished  mothers  whose  children  would 
lave  been  better  off  breast-fed.  "Nestle  kills 
)abies!"  screamed  one  report  by  the  Berne 
rhird  World  Action  Group. 

Nestle  sued  the  Berne  group.  "We  said, 
Show  us  one  documented  case  of  a  baby  who 
las  died  because  of  Nesde,'"  says  Francois- 
Kavier  Perroud,  head  of  media  relations,  who 
vas  hired  to  help  deal  with  the  crisis.  "No 
)ne  could  come  up  with  anything."  Nesde 
von  the  lawsuit  in  1976  but  lost  the  p.r.  war. 
3rotesters  got  even  more  publicity. 

The  company  ultimately  reached  out  to 
bes  and  changed  some  marketing:  No  more 
ids  were  run  and  no  more  samples  given  to 
lospitals  in  poor  areas.  In  any  case,  says  Per- 
'oud,  "Most  of  our  infant  formula  sales  in  the 
ieveloping  world  are  in  the  big  cities,  to  work- 
ng  women  and  families  who  can  afford  it." 
Hie  boycott  didn't  hurt  long-term,  he  insists, 
hough  many  longtime  employees  were 
ihocked  by  the  vitriol. 

The  company  plays  defense  with  do- 
*oodism  of  its  own.  It  helps  one-  and  two- 
:ow  dairy  farmers  in  Latin  America  improve 
heir  milk  yields,  has  made  changes  to  reduce 
vaste  from  all  its  factories  and  passes  out  HIV 
nedication  to  employees  in  Africa  who  need 
t.  "We  try  to  have  a  constructive  dialogue 
vith  everybody  who  has  an  interest  in 
vlesde,  including  NGOs.  I  have  a  full  staff  that 
s  dedicated  only  to  this  question,"  says 
3rabeck-  Letmathe. 

Now  Nesde,  facing  the  cocoa-farm  re- 
brmers,  must  decide  again  whether  to  fight. 
;or  now,  the  answer  is  yes.  If  U.S.  District 
Court  Judge  Stephen  Wilson  of  California's 
Central  District  denies  the  defense  motion 
—he  may  rule  as  early  as  this  month — the 
LRF  intends  to  ask  for  class  certification  in 
vhich  they  would  represent  the  interests  of 
ill  West  African  child  laborers.  The  unpre- 
dictable nature  of  American  law  could  make 
;uch  a  class  action  into  a  bottomless  pit  of 
potential  damages. 

"We  gave  them  more  than  five  years,"  says 
Collingsworth,  who  is  making  a  career  of 
iuch  foreign  rights  cases  (see  box).  "Nesde 
:rossed  a  very  bright  line  and  proceeded  in 
?ad  faith.  It's  clear  the  only  way  they  are  going 
:o  change  is  if  they  get  smacked."  F 
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The  land  of  computer  products  distribution  is  a  brutal  one,  beset 
with  price  competition  and  inventory  depreciation.  Think  how 
much  PC  prices  have  dipped  from  just  a  year  ago.  INGRAM  MICRO 
(20,  IM)  has  learned  that  the  hard  way.  The 
world's  largest  info  tech  middleman  links 
suppliers  like  Hewlett-Packard  and  IBM  to 
retailers  such  as  CompUSA  and  OfficeMax. 

For  Ingram  the  gross  margin  fell  to  5.5% 
in  2002  and  has  not  improved  since.  No  sur- 
prise that,  while  Ingram's  2005  sales  were  up 
13%  to  $28.8  billion,  earnings  were  flat  at  $217  million.  For  the 
past  two  years  the  stock  has  wobbled  around,  hurt  when  earn- 
ings fell  short  of  analysts'  expectations.  Also  hurting:  news  that 
federal  regulators  were  probing  Ingram's  dealings  with  Network 
Associates,  a  software  security  outfit  now  called  McAfee.  (Ingram 
has  said  only  that  this  could  affect  financial  results).  Lately 
Ingram  stock  has  edged  north  as  the  market  regained 
confidence. 

Credit  Suisse  analyst  Robert  Semple  sees  Ingram  turning  in 
better  results.  The  company  has  been  lopping  costs,  plus  its  size 
and  reach  should  provide  an  advantage;  Ingram  serves  100  coun- 
tries and  is  the  only  global  IT  distributor  with  operations  in  Asia. 


■ 


The  computer 
wholesaler  has 
suffered  from 
price-cutting. . 


INGRAM 


MICRO 


Even  better,  Semple  notes,  Ingram  is  diversifying  into  higher- 
margin  businesses.  In  2005  Ingram  made  a  foray  into  the  con- 
sumer electronics  realm  by  acquiring  high-end  distributor  Avad, 
which  wholesales  Bose  home-theater  systems,  Fujitsu  plasma 
flat-panel  TVs  and  Samsung  DVD  players.  This  year  Ingram  says 
it  is  expanding  into  info  tech  staffing. 

Semple  finds  Ingram  reasonably  priced  at  13  times  trailing 
earnings;  its  closest  competitor,  Tech  Data,  has  a  price/earnings 
multiple  of  82.  — Megan  Johnston 


Slow  Lane 


Internet  names  are  hot  again  but  not  that 
of  KEYNOTE  SYSTEMS  (11,  KEYN),  which 
measures  how  well  Web 
sites  attract  and  service 
visitors.  The  reason  is 
that  Keynote  is  very 
conservative  and  hasn't 
shown  much  top-line 
growth  in  recent  years. 
Chief  Executive  Umang  Gupta  isn't  eager 
to  launch  many  new,  costly  initiatives  to 
juice  things  up. 

That  said,  John  Buckingham,  presi- 
dent of  Al  Frank  Asset  Management, 
owns  the  stock  because  he  thinks  an 
expanding  Internet  eventually  will  lift 
Keynote's  results.  The  company  has  an 
enormous  amount  of  cash  on  the  books — 
$135  million,  or  two-thirds  of  its  market 
cap— which  got  it  through  lean  times. 
Despite  a  high  P/E  (32),  Buckingham  sees 
a  good  opportunity.      — Phyllis  Berman 


Miracle  Drug 

Like  a  culture  in  a  petri  dish,  biotech  firms 
often  shrivel.  But  one  such  moneylosing  out- 
fit, Sangamo  Biosciences  (6,  SGMO),  has  a  fight- 
ing chance  to  thrive.  It  claims  in  an  early  April 
announcement  that  its  experimental  treat- 
ment for  diabetic  neuropathy,  a  nerve  disor- 
der commonly  associated  with  diabetes,  has 
met  Phase  I  goals  and  is  safe.  Of  course,  more 
trials  lie  ahead,  and  there's  no  telling  what  reg- 
ulators will  do.  Sangamo's 
shtick  is  to  use  naturally 
occurring  proteins  to  tar- 
get disease-causing  genes. 

Piper  Jaffray  analyst 
Edward  Tenthoff  pre- 
dicts Sangamo's  latest 
news  will  entice  a  large 
pharma  company  to 
form  a  partnership,  which  means  loads  of 
fresh  capital.  Tenthoff  expects  Sangamo 
sales  ($2.5  million  in  2005)  to  triple  this 
year.  — Peter  Kang 


Stock  price 
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Riches  to  Rags 

Wall  Street  likes  the 
turnaround  efforts  at 
apparel  maker  Kell- 
wood  (31,  KWD),  whose 
fashions  have  fallen  flat. 
Kellwood,  with  brands 
ranging  from  hip-hop  KBIMBItllffflH 
Phat  Farm  to  preppie 
Calvin  Klein,  has  dropped  smaller-vol- 
ume lines  like  David  Brooks.  The  stock  is 
up  40%  since  October  to  a  52-week  high. 
Investors  shrug  off  the  company's  6%  sales 
drop  last  year  to  $2.1  billion  and  the  swing 
into  the  red,  reasoning  that  the  revamping 
is  partly  to  blame.  So  then  what's  not 
to  like? 

Cowen  8c  Co.  analyst  Elizabeth  Mont- 
gomery, while  praising  management's 
moves,  is  skeptical  the  company  has  the 
breakout,  must-have  brand  a  turnaround 
will  ultimately  require.  We  say  short  the 
stock.  — David  Armstrong 
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Stock  Trends  Laszlo  Birinyi  Jr. 


PICKING 

THROUGH 
LARGE  CAPS 


AKING  MONEY  IN  THE  STOCK  MARKET  IS 
always  difficult,  but  2005  was  one  of  the  eas- 
ier years  in  my  experience.  Investors  who 
avoided  large-cap  stocks,  particularly  in  drugs 
or  autos,  did  well.  And  if  they  went  for  Apple 
Computer  and  Google,  they  looked  like  geniuses. 

Gratifyingly,  2006  is  off  to  a  stronger  start  than  last  year  and 
in  three  months  has  already  achieved  a  4.5%  total  return,  half  of 
what  most  commentators  thought  would  take  the  entire  year.  But 
there's  a  paradox  here.  While  the  overall  market  is  doing  fine,  no 
trends  have  emerged  that  you  can  ride. 

Stock  sectors  that  would  appear  to  be  great  bets  turn  out  to  be 
problematical.  Energy  stocks  are  a  day-to-day  thing  based  on  the 
price  of  oil— and  that,  in  turn,  is  affected  by  geopolitics,  weather 
and  Wall  Street  predictions.  Housing  stocks  aren't  romping  the 
way  they  did  last  year,  yet  they  haven't  fallen  apart,  either.  These 
issues  react  to  any  number  of  indicators,  including  new  home 
sales,  existing  home  sales,  mortgage  rates,  refinancing  numbers 
and  what  builders  say  about  themselves. 

Investors  jump  from  one  stock  to  another,  hoping  to  catch 
a  new  trend,  only  to  bail  out  when  the  trend  fails  to  material- 
ize. One  example  is  Dell  Computer,  which  has  been  trading  in 
a  narrow  range  of  around  $30  for  some  time.  When  a  respected 
analyst  upgraded  the  stock  in  mid-February,  it  gapped  up  $2 
to  $31  on  heavy  volume  but  has  since  receded  to  $30. 

As  2006  started,  many  commentators  predicted  a  recovery  in 
languishing  large  caps.  This  would  have  been  good  news  for  Dell, 
Wal-Mart,  Intel,  Johnson  &  Johnson  and  on  and  on.  These  are 
fine  companies  with  good  fundamentals.  Things  haven't  worked 


are  ruled  by  hedge  funds  and  Wall  Street  firms  trading  for  their 
own  accounts  (see  my  July  4,  2005  column).  The  big  boys'  pro- 
gram trading,  where  large  numbers  of  shares  are  traded  when  a 
computer  spots  the  slightest  movement,  ensures  that  short-term 
mentality  dominates.  Hedge  funds  generally  report  monthly, 
while  Wall  Street  trading  desks  review  their  exposure  daily.  For 
the  most  part  they  have  little  interest  in  large  caps — the  General 
Electrics  and  the  IBMs  are  likely  to  move  only  10  or  20  cents  on 
the  majority  of  days,  giving  the  hot-money  crowd  little  payoff. 

These  short-term  traders  remind  me  of  the  old  joke  about  the 
sardine  market.  The  new  sardine  trader  decides  one  day  to  eat 
one  and  spits  it  out  in  disgust.  The  old  trader  tells  him  that  the 
sardines  aren't  for  eating,  they're  for  trading. 

That's  not  to  say  that  popular  stocks  are  always  bad  stocks.  In 
fact,  your  greatest  gains  this  year  are  likely  to  be  in  stocks  of  inter- 
est to  the  professional  traders.  First  might  be,  of  all  things,  a  large 
cap:  Google  (371,  GOOG),  which  I  realize  (painfully  so)  is  down 
largely  because  of  some  unfortunate  management  comments.  In 
February  Chief  Financial  Officer  George  Reyes  said  the  search 
engine  giant's  growth  rate  would  slow.  Don't  worry.  Google  stock 
will  be  back. 

Even  if  Google's  growth  slows  from  ten  times  the  speed  of  light 

to  merely  nine  times,  it  is  expand- 
ing rapidly.  This  is  no  ordinary 
dot-com.  Google  makes  money — 
and  a  lot  of  it.  While  the  price  is 
a  lofty  45  times  likely  2006  earn- 
ings, those  earnings  are  increas- 
ing at  a  torrid  35%  clip.  That  gives 
it  a  price/earnings  ratio  equal  to 
1 .28  times  the  growth  rate.  Some 
feel  any  P/E-to-growth  ratio  over 
1.0  looks  rich.  But  on  this  score 
Google  is  a  lot  cheaper  than 
Cisco  Systems,  one  of  the  best- 
performing  S&P  500  tech  names 
this  year,  with  a  PEG  ratio  of  1.6. 

Other  stocks  to  own  aren't  favorites  of  the  quick-trading  set. 
I  am  intrigued  by  (and  have  bought)  New  Century  Financial 
(48,  NEW),  a  real  estate  investment  trust  that  handles  mortgages, 
an  unloved  part  of  the  market.  But  despite  rising  rates  and  plen- 
tiful worries  about  a  housing  bust,  residential  real  estate  never 
quite  seems  to  crash  as  it  is  supposed  to.  Meanwhile,  New  Cen- 
tury just  raised  its  dividend  for  the  seventh  quarter  in  a  row  and 
pays  an  astonishing  14%  yield.  None  of  the  15  analysts  who  cov- 
ers the  stock  is  recommending  a  sale,  so  I  will  stay  with  it. 

Another  dividend  play  is  San  Juan  Basin  Royalty  Trust 
(41 ,  SJT),  which  owns  oil  and  gas  properties.  While  this  stock  is 
tied  to  natural  gas  prices,  with  its  monthly  dividend  it  yields  8% 
today  and  will  benefit  if  energy  prices  stabilize  or  go  higher.  It 
costs  13  times  trailing  earnings.  F 


The  market 
is  ruled  by 
quick-trading 
hedge-fund 
types.  Big  stocks 
don't  move 
fast  enough 
for  them. 


out  for  them,  though. 

A.nd  the  reason  is  the  nature  of  '-asz'°  birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn,  financial  consulting  firm 

today's  buyers.  Stock  prices  in  2006 


Web  site:  www.birinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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The  Patient  Investor  i  John  W.  Rogers  Jr. 


PREMATURE 
BURIAL 


THERE  IS  A  DEATH  WATCH  ON  WALL  STREET  FOR  THE 
newspaper  industry.  The  patient's  condition  sure 
doesn't  look  good,  with  slumping  circulation,  anemic 
ad  sales,  rising  newsprint  costs  and  competition  from 
the  Internet  for  readers'  attention.  In  reality,  newspa- 
pers are  holding  up  quite  well  and  have  good  stocks  that  are 
worth  owning. 

Take  readership  statistics.  Gary  Pruitt,  chief  executive  of  the 
country's  eighth-largest  newspaper  company,  McClatchy, 
recently  pointed  out  in  a  Wall  Street  Journal  editorial  that  54%  of 
all  adults  read  a  paper  every  day,  and  60%  do  on  Sundays — more 
people  read  a  Sunday  paper  than  watch  the  Super  Bowl,  televi- 
sion's biggest  attraction  of  the  year.  Rumor  also  has  it  that  young 
people  rarely  ever  read  the  paper.  The  truth  is,  while  not  at  the 
same  high  percentages  as  the  broader  population,  39%  of  young 
adults  still  read  a  daily  paper.  And  odds  are  that  more  young  folks 
will  pick  up  that  habit  as  they  age. 

All  but  a  handful  of  the  country's  1,457  daily  newspapers 
come  with  an  economic  moat  surrounding  them:  It's  next  to 
impossible  for  a  newcomer  to  invade  the  territory  of  an  estab- 
lished paper  and  gain  a  foothold.  Despite  the  Internet's  ubiquity, 
I  doubt  digital  giants  like  Google  and  Yahoo  can  ever  replicate 
the  depth  of  local  coverage  or  level  of  trust  found  in  a  hometown 
paper.  As  long  as  print  media  control  local  content,  they  will  dis- 
tribute it.  And  don't  forget  that  papers  have  started  Web  sites  of 
their  own.  If  an  electronic  ad  is  the  best  way  to  sell  a  used  Taurus 
or  recruit  a  sales  clerk,  then  a  newspaper  company  can  deliver  it 
to  you. 

Even  though  I  own  a  number  of  newspaper  stocks,  a  few  are 
too  pricey  for  me  right  now.  The  negative  news  that  has  cast  a 
cloud  over  the  industry  today  may  eventually  present  the  chance 
to  acquire  shares  of  great  franchises  like  New  York  Times,  Media 
General  or  Dow  Jones.  All  are  wonderful  companies 
that  I've  had  my  eye  on  for  years. 

These  days  one  of  the  industry's  hottest  headlines  is 


McClatchy  s  pending  purchase  of  Knight  Ridder,  which  will  pro- 
pel it  into  second  place  for  circulation  behind  Gannett.  I  think 
it's  a  great  match.  I  own  McClatchy  (49,  MNl)  in  my  portfolio 
because  it  has  a  long  record  of  trustworthy  journalism  and  sound 
judgment — demonstrated  by  its  collection  of  13  Pulitzer  Prizes 
over  the  years  and  a  respectable  12%  growth  in  net  income  (22% 
in  operating  income)  over  the  last  five.  The  chain  boasts  such 
stalwarts  as  the  Minneapolis  Star  Tribune  and  the  Raleigh,  N.C. 
News  &  Observer;  the  acquisition  will  add  the  Miami  Herald  and 
the  Kansas  City  Star.  Pruitt,  one  of  the  most  disciplined  and 
numbers-oriented  chief  executives  in  the  newspaper  world,  plans 
to  sell  12  of  Knight  Ridder s  32  dailies,  mostly  in  slow-growing 
areas  like  Philadelphia. 

Skeptics  have  shaved  $2  off  McClatchy's  stock  price  since  the 
buyout  announcement.  The  company  now  trades  at  a  32%  dis- 
count to  my  estimate  of  intrinsic  worth. 

I've  held  Lee  Enterprises  (34,  LEE)  for  nine  years.  The  com- 
pany owns  58  small  and  midsize  dailies,  mostly  in  the  Midwest, 
and  last  year  bulked  up  with  the  acquisition  of  Pulitzer  Inc., 

becoming  the  nation's  fourth- 
largest  newspaper  group. 
Pulitzer's  flagship  is  the 
St.  Louis  Post-Dispatch.  Lee  has 
reduced  net  debt  by  $100  mil- 
lion since  buying  Pulitzer, 
another  good  sign.  Earnings 
growth  may  slow  somewhat  as 
Lee  adjusts  to  its  larger  scale, 
but  I  expect  it  to  bounce  back. 
The  company  sells  at  a  32%  dis- 
count to  my  private  market 
value  estimate  of  $49. 

Another  holding,  Journal 
Register  (12,  JRC),  has  clusters  of 
smallish  papers  from  Michigan  to  New  England.  Economic  diffi- 
culties in  the  Great  Lakes  region  have  hurt  its  ads.  But  the  com- 
pany has  innovative  ways  to  combat  weaknesses,  such  as  its  buy- 
ing the  recruiting  Web  site  JobsintheUS.com.  The  company 
recendy  started  paying  a  quarterly  dividend  and  will  continue  to 
repurchase  shares.  Journal  Register  trades  at  a  39%  discount  to  my 
estimate  of  its  intrinsic  value. 

Trouble  stalks  Tribune  (28,  TRB),  another  of  my  holdings.  It 
has  been  hit  with  circulation  scandals,  weak  ad  sales  and  ugly 
ongoing  tax  litigation  from  its  acquisition  of  Times  Mirror,  which 
could  end  up  costing  Tribune  $850  million  or  more.  Wall  Street 
seems  to  have  given  up  on  Tribune,  but  I  have  not.  The  company 
has  prestigious  big-city  papers  like  the  Chicago  Tribune  and  the 
Los  Angeles  Times,  26  TV  stations,  the  WGN  Superstation  and  the 
Chicago  Cubs  baseball  team.  It  also  has  valuable  investments  in 
CareerBuilder.com  and  the  Food  Network.  The  stock  changes 
hands  at  a  41%  discount  to  my  estimate  of  intrinsic  value.  F 


Please  hold  the 
obituaries  for 
newspapers. 
They  own  their 
hometown  turf, 
and  no,  their 
readers  are  not 
dying  off. 
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Financial  Strategy  i  A.  Gary  Shilling 


FOLLOW 
NORTH  FORK 


THE  MARRIAGE  OF  NORTH  FORK  BANCORP  AND 
credit  card  issuer  Capital  One  Financial  looks  like 
one  made  in  heaven.  It  may  be  more  accurate  to 
describe  the  union  as  one  made  in  desperation.  Cap- 
ital One  knows  that  the  salad  days  of  the  credit  card 
business  are  over.  The  business  is  overcrowded,  and  the  best 
lending  risks  have  long  since  been  solicited  with  hordes  of 
new  cards.  Only  subprime  risks  are  left.  Issuers  say  they  can 
slice  and  dice  credit  profiles  and  calculate  the  delinquency  and 
default  risks  to  control  losses — and  charge  high  enough  inter- 
est to  cover  both  loan  losses  and  the  considerable  expense  of 
drumming  up  new  business.  But  interest  rates  appropriate  to 
cover  costs  for  the  subprime  customers  are  already  way  high. 

So  Capital  One  has  been  on  an  acquisition  binge.  It  has 
moved  into  auto  lending.  Last  year  it  went  ahead  with  its 
agreement  to  buy  Hibernia  even  after  Hurricane  Katrina  vis- 
ited large  but  unknown  damage  on  that  Gulf  Coast  bank's 
portfolio. 

Capital  One  wants  North  Fork  badly,  paying  a  23%  premium 
over  its  preannouncement  stock  price.  It's  willing  to  suffer  an 
earnings  dilution  in  the  process.  With  Federal  Reserve-led  rises 
in  short  rates  squeezing  Capital  One's  lending  margins,  the  com- 
pany sees  the  deposits  of  rate- insensitive  bank  customers  as  a 
cheap  source  of  funding. 

Capital  One  is  not  alone  in  its  strategy  of  blending  card 
issuance  with  retail  banking.  That,  in  fact,  is  how  the  card  busi- 
ness started  out,  as  a  sideline  for  banks.  Recently  Bank  of  Amer- 
ica bought  MBNA;  Washington  Mutual  and  Barclays  shared  the 
purchase  of  Providian  Financial;  and  HSBC  Holdings  Pic.  bought 
Metris. 

Other  than  North  Fork's  three  top  executives  getting  a 
$288  million  payday  stemming  from  the  sale,  that  bank  has  com- 
pelling reasons  to  do  the  deal.  Its  355  branches 
are  in  the  highly  competitive  New  York  City  area. 
With  its  recent  purchase  of  GreenPoint,  a 


national  mortgage  lender,  North  Fork  is  heavily  exposed  to  the 
likely  collapse  of  the  housing  bubble.  Until  the  takeover 
announcement,  the  stock  had  suffered  a  17%  decline  from  its 
peak  in  January  2004.  Outside  the  mortgage  area  North  Fork  is 
basically  a  spread  lender  that  borrows  short  term  (mostly  via 
deposits)  and  lends  longer  term.  But  the  flat  yield  curve  has 
slashed  the  profitability  of  that  activity. 

So  Capital  One  and  North  Fork  both  want  to  get  into  each 
other's  business  to  water  down  the  poor  prospects  of  their  own. 
Both  can't  be  right.  What  should  investors  do?  Steer  clear  of  both. 
Capital  One's  stock  fell  8%  the  day  of  the  buyout  news.  And 
unless  you  expect  a  wave  of  takeovers  of  regional  banks  at  big 
premiums,  follow  North  Fork  out  the  door  and  sell  them.  If  you 
are  daring,  short  the  Regional  Bank  Holders  Trust  (148,  RKH),  an 
exchange- traded  fund. 

The  Fed's  current  interest-rate-raising  campaign,  like  its 
predecessors,  won't  stop  until  something  significant  happens. 
That  something  could  be  a  recession,  a  collapse  in  house  prices 
or  both.  Central  bankers  aim  for  soft  landings  yet  usually  end  up 

breaking  many  passengers'  legs 
since  they  can't  risk  premature 
ease.  They  responded  weakly  to 
leaping  inflation  in  the  late 
1970s  and  had  to  precipitate 
two  recessions  in  the  early 
1980s  to  regain  respect. 

That's  why  Fed-controlled 
short  rates  will  keep  rising.  And 
don't  believe  the  bulls  bellowing 
that  the  Fed  will  stop  while  the 
economy  is  still  strong.  I,  too,  like 
a  free  lunch,  but  the  central  bank 
simply  won't  allow  an  economic 
feast  without  presenting  the  bill 
for  it  in  the  form  of  expansion-killing  rate  rises. 

Meanwhile,  long  Treasury  yields  will  remain  essentially 
flat,  as  they  have  since  the  Fed  started  to  tighten  in  June  2004. 
Globalization,  productivity-soaked  new  tech  and  other  defla- 
tionary forces  are  keeping  inflation  low,  outside  of  energy.  And 
high  petroleum  costs  are  a  depressing  tax  on  users,  not  an 
inflation  generator.  In  addition,  bond  investors  sense  that  with 
high  energy  costs,  Fed  tightening  and  sliding  housing  prices, 
the  economy  is  headed  for  weakness,  if  not  recession  and 
deflation. 

The  current  flat  yield  curve,  which  I  forecast  in  my  Apr.  11, 
2005  column,  will  invert  seriously  as  short  rates  rise  and  long 
rates  don't.  Bad  news  for  regional  banks,  brokers,  mortgage 
lenders,  consumer  finance  companies,  leveraged  realty  trusts  and 
other  spread  lenders. 

North  Fork's  zeal  to  sell  itself  is  telling  you  something.  Pay 
attention.  F 


The  regional 
bank's  zeal  to 
sell  itself  is  a 
warning  sign. 
The  inverting 
yield  curve  will 
crimp  regional 
bank  profits. 
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0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 
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$1,000,000 

$2,500,000 

$5,000,000 

35 
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40 

$30 
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$125 
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$214 

50 
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$168 

$331 

55 

$107 

$260 
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$1,269 

70 
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Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 
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$84 

40 

$30 

$68 
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45 

$47 

$110 

$214 

50 
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55 
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$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  — Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  —  Forbes. cum 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  The  Dallas  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
Site  on  the  Web."  —  Insurance  lor  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  News  &  World  Report 


visit  insure.com 

S  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  4/06 


NOTE:  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www  insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith  com,  Inc.,  8205  South  Cass 
Avenue,  Suite  102,  Darien,  Illinois,  60561.  All  rights  reserved,  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  Insurecom  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith  com,  Inc  dba  Insurecom  Insurance 
Services.  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  Insure  com  and  Life  Quotes,  Inc.  in  CO. 
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Designers  a  craftsmen 


Anniversary  (Date 

in  Roman  numerals! 

'December  11, 1998 

XII  XI  MCMXCVIII 

3  day  rush  Available!  14K  gold:  mother's  $490  (up  to  5  names), 
anniversary  $790  Convert'YouT'DateOnRne!,  prices  subject  to  change 


Cfiitdren's 

'Names  & "Birthstones 


free  Catalogue  RINGBOX.COM  1-888-646-6466 


Forbes 


MAXIMUM  PROFIT/MINIMUM  RISK 


Each  month  Forbes  Special 
Situation  Survey  selects  ONE 
stock  it  believes  is  poised  to  beat 
the  market,  (Providian  Financial 

up  51%  in  12  months). 
Consistent  record  of  profits  plus 
advice  on  when  to  take  gains,  cut 

losses.  Subscribe  risk-free  at 
$295.  Save  57%.  Get  14  impor- 
tant  Special  Reports  plus  binder. 


Forbes 


Call  877-898-1265  or  go  to 
www.specialsrtuabon 
survey.com/frb 
Use  Savings  code:  JS05SAVE 


CThe  Forbes  Collector 3 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 
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For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most 
cost-effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 

1 .800-442-644 1  ^        "Z  "J 

mediopt@aol.com  £'  ©  'W 


Investment  Opportunity 


Costa  Rica 

•Timeshare  -Condo  *Lots  For  Sale 
Myrtle  Beach 
•Lots  For  Sale 
Southhampton  N.Y. 

•Lots  For  Sale 
Hank  631-830-1276  •  Chris  516-318-7340 
Dennis  516-967-8462 
www.surfhermosa.net 


Investments 


SEEK  INVESTORS 
GOLD  CLAIMS 
NV-AZ 


602-793-5566 
775-720-9945 


Newsletter 


r  THE  WORLD  IS  SHRMGll 


Nanotechnology  is  changing  our  world 

...  our  dothes,  the  military,  sdence, 
autos,  medical  technology ...  every- 
thing! Ifs  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 

separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67,5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes  Call  800-523-7967  or  go 

to  www.fbrbeswolfe.oom/frb. 

Please  use  savings  code  JN5SAVE. 


Forbes 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes' 
secret  weapon  on  bonds, 
convertibles  and  preferreds. 
His  high-yielding  model  port- 
folios have  beaten  stocks  for 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high- 
yielding  fixed  income  securi- 
ties. Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  or 
vvww.forbesnewsletters.com/lehrnann 


Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Amencanhm.  com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Business  For  Sale 


Florida  recreational 
watersport  business. 

$548k  2005  owner  cashflow. 

Can  be  relocated. 

$2,950,000 

Peter  Mazzagatti 
239-936-1718 

http://fbba904.bizlink.jnfo/details  asp?LID=8100i 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
. .  for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save $50offtheregularS149.95  pnce.) 

Go  to  www.forbcsinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Forbes 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 
today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Cains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Forbes 
Subscriber 
Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 
service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.  .  800-888-9896 
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BANK 

For  Sale 


310-376-3480 
800-733-2191 


fap>J~imeshare 


TIMESHARES 


save  up  to... 


70 


% 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 

EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Capital  Available 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


rate  uanxii 


Steven  Sears,  CPA  •  Attorney  at  Law 

949-262-1100  •  www.searsjitty.com 


Watc 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  DM  STOCK 
also  Cartier,  Breitlirig  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 
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~£_jMxury  Yachting 


Rent  A  Greek 
Cruising  Palace 

And  sail 
among  the 
,000  Greek 
islands 


Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Brirto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 
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"THEN  YOUCAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'-  to  4.90'  and  $  1 ,500  to  $200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
ol  ere  wed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to.  ..pamper  you. 

VALEF  YACHTS  LTD. 

International  toddquarters:  7254  Fir  Rd.,  RO  B.  585,  Ambler,  PA  19002  U.S.A. 
Tel:  (2J5)  641-0423  •(800)  223-3845  •  Fax:  (215)611-1716 
E-mail:  IKKWYALIiFYAO  ITS.com  •  Website:  VALITYACI  ITS.com 
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Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other   customer  service, 
visit  our  site  at .... 
www.forbes.com/customerservice 

or  call...800-888-9896 


RESULTS! 


E-Mini  Russell 
2000  System 


1,624%  Return 

Since  1999 
$87,089  Per  Contract 
(402)  964-9042 

wwww.investmentresearch.biz 


You  can  charge  your  ad 


Forbes  b 


u   s   i   n   e  s  s 


Classified 


JBj* 


„  


n 


31 


Advertise  &  Make  Money... 
isn't  that  the  whole  idea? 

If  you  have  a  business,  product,  service,  or  money-making  idea  that 
needs  promoting. ..Forbes  Business  Classified  has  to  be  your  choice  for 
return  on  investment.  Forbes  classified  advertising  offers: 

•  Over  5  Million  readers  per  issue 

•  Forbes  readers  are  high  income  decision  makers 
For  extremely  competitive  advertising  rates 

and  versatile  media  packages:  Call  Media  Options  1-800-442-6441 
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On  the  Business  of  Life 


ne  payday  a  worker  found  an  extra  $10  bill  in  his  pay  envelope  and  happily  kept  it.  The 
following  week  he  discovered  that  he  was  $10  short.  He  rushed  angrily  to  the  paymaster  and 
complained.  The  paymaster  explained  that  the  previous  $10  error  had  been  discovered  and 
had  simply  been  adjusted.  And  then  the  paymaster  added:  "If  you  are  so  upset  at  being  $10  short,  why  didn't 
you  say  anything  last  week  when  you  got  $10  too  much?  To  which  the  worker  replied,  "Anyone  can  make  a 
mistake  once,  but  when  I  see  you  make  a  mistake  twice,  that's  when  I  get  mad."  —MALCOLM  S.  FORBES  (1977) 


/  never  questioned  the  integrity 
of  an  umpire.  His  eyesight,  yes. 

—LEO  DUROCHER 


To  keep  your  character  intact  you  cannot 
stoop  to  filthy  acts.  It  makes  it  easier  to 
stoop  the  next  time. 

—KATHARINE  HEPBURN 


One  can  acquire  everything  in  solitude — 
except  character. 

—MARIE  HENRI  BEYLE 

Though  intelligence  is  powerless  to  modify 
character,  it  is  a  dab  hand  at  finding 
euphemisms  for  its  weaknesses. 

— QUENTIN  CRISP 


Between  ourselves  and  our  real  natures  we 
interpose  that  wax  figure  of  idealizations 
and  selections  we  call  our  character. 

—WALTER  LIPPMANN 


Character,  like  a  photograph,  develops 
in  darkness. 

— YOUSUF  KARSH 


Character  consists  of  what  you  do  on  the 
third  and  fourth  tries. 

—JAMES  MICHENER 


Integrity  has  no  need  of  rules. 

—ALBERT  CAMUS 


The  quality  of  strength  lined  with 
tenderness  is  an  unbeatable  combination, 
as  are  intelligence  and  necessity  when 
unblunted  by  formal  education. 

—MAYA  ANGELOU 


If  you  will  think  about  what  you  ought  to 
do  for  other  people,  your  character  will 
take  care  of  itself. 

— WOODROW  WILSON 


You  gotta  do  it  with  class  and  integrity. 
If  not,  you're  gonna  drag  yourself  through 
the  mud. 

—SOLOMON  BURKE 


Honor  your  commitments  with  integrity. 

— LES  BROWN 


To  give  real  service  you  must  add 
something  which  cannot  be  bought 
or  measured  with  money,  and  that  is 
sincerity  and  integrity. 

—DOUGLAS  ADAMS 

The  fact  that  a  man  is  a  newspaper 
reporter  is  evidence  of  some  flaw  of 
character. 

—LYNDON  BAINES  JOHNSON 


Only  a  mans  character  is  the  real  criterion 
of  worth. 

—ELEANOR  ROOSEVELT 


In  this  world  a  man  must  be  either  anvil 
or  hammer. 

—LONGFELLOW 


Deep  down,  I'm  pretty  superficial. 

— AVA  GARDNER 

I  I 

A  Text ...  

And  let  none  of  you  imagine  evil 
in  your  hearts  against  his  neighbor 
and  love  no  false  oath:  for  all 
these  are  things  that  I  hate,  saith 
the  Lord. 

— ZECHARIAH  8:17 
Sent  in  by  James  R.  Swindell,  Chicopee,  Mass. 


April  24,  2006  •  Volume  1 77  •  Number  9  FORBES  (ISSN  001 5  691 4)  is  published  biweekly,  monthly  in  August,  with  an  extra  issue  in  April  and  October,  by  Forbes  Inc.,  60  Fifth  Ave., 
New  York,  NY  1001 1 .  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addresses  to 
74962  Bath  Road,  Mississauga,  ON  L4T  1 L2.  GST  #  1 2576  951 3.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan,  IA  51 593-0971 .  Forbes  Subscriber 
Service  is  available  online.  To  subscribe,  change  your  address  or  for  other  assistance,  please  visit  www.forbes.com/customerservice.  Or  write  to  Forbes  Subscriber  Service,  P.O.  Box  5471,  Harlan, 
IA  51 593-0971 .  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2006  Forbes  Inc.  All 
rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


116      FORBES      APRIL  24,  2006 


LIBRARY 


**  SCHULTZE  &  WEAVER'S  JAZZ  AGE  HOTELS 

iSEBALL  IN  THE  DOMINICAN  REPUBLIC     SAFARI  JACKET  CLASSIC 
FERRARI  VS.  LAMBORGHINI     SAILING  WITH  LOUIS  VUITTON 


CIRRUS  is  the  only  airplane  in  the  world  where  an  airframe  parachute  recovery 
system  comes  standard.  Take  a  demo  flight  and  find  out  about  all  of  our  innovative 
safety  features  that  have  made  CIRRUS  the  best  selling  airplane  in  the  world. 
CIRRUS  -  we've  got  you  covered. 


take  a  demo  flight  |  888.759.0054 


visit  cirrusdesign.com 


THE  MIND  OF  AN  ENGINEER.  THE  HEART  OF  A  PILOT. 


Engineered  for  men 


iwc 


SCHAFFHAUSEN 
SINCE  1868 


He'll  have  to  wait. 


t  I  i 


f. 


k  *  Portuguese  Chrono-Automatic.  Ref.  3714:  In  1868,  watchmaker  F.  A.  Jones 
0-  founded  the  International  Watch  Company  in  Schaffhausen.  Since  then,  our 
engineers  have  developed  many  of  today's  legendary  timepieces  - 
9> '  the  Ingenieur  family,  the  Pilot's  Watches,  the  Da  Vinci  and  the  Aqua- 
Ht  timer  series.  It's  good  to  know  that  our  watches  aren't  just  packed 
H    with  technical  advances.  But  also  with  the  passion  of  our  engineers. 


Mechanical  chronograph  move- 
ment I  Self-winding  I  Small  ..-HI. 
seconds'  hand  with  stop        i_  ^ 
function  (figure)  I  Anti- 
reflective  sapphire  glass  I 
Water-resistant  to  30  m  I  40.9  mm 
case  diameter  I  Stainless  steel 


IWC  Schaffhausen,  Switzerland,  www.iwc.ch 
For  an  authorized  retailer  nearest  you,  please  call  (800)  432-9330,  or  visit  our  website 
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"This  novice  pilot 
lifted  off,  executed  some 
pretty  wicked  rolls 
and  loops,  flew  inverted 
and  even  landed  twice 
in  a  row.  Or  almost. 
I  undershot  my  first 
landing  by  a  few  hundred 
yards,  and  bounced 
spectacularly  off  the 
tarmac  on  attempt  two." 


116  A  Week  in  Provence 

Our  sybaritic  correspondent  pedals  Provence  avec  hosts  Alphonso 
and  LooLoo. 
By  Oliver  Bath 

122  Project  Runway 

Introducing  the  Javelin,  a  $2.8-million  two-seat  hot  rod  with  wings. 
The  friendly  skies  just  got  friendlier. 
By  Taylor  Antrim 

126  It's  De  Limit,  it's  Deluxe,  It's  De-Lovely 

Jazz  Age  hotel  architects  Schultze  &  Weaver  saw  the  future — and 
called  it  room  service. 
By  Finn-Olaf  Jones 

130  Seats  of  Power 

Hitching  a  ride  aboard  the  BMW  Oracle  Racing  yacht:  Enjoy  the 
view,  but  stay  out  of  the  way. 
By  Thomas  Jackson 


134 


PAGE  122 


Get  carried  away  with  this  season's  carry-ons. 
By  Mark  Grischke 


The  Hotel  Chateau  des  Alpilles  is  a  19th-century  mansion  in  the  heart  of  a  lush, 
tree-lined  park  near  Saint-Remy-de-Provence.  Photograph:  Butterfield  &  Robinson/Charlie  Scott 
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Usual  Suspects 

14    FROM  THE  EDITOR'S  DESK  | 
Welcome  contributions. 

18   THE  EYE  |  A  reeling  chair,  plus 

one  made  by  a  robot,  centennial  pieces 
from  Montblanc  and  Van  Cleef, 
cashmere  stationery,  a  personalized 
action  hero,  a  timepiece  for  travelers 
and  the  prettiest  little  catboat. 

35   TRAVEL  |  Just  the  ticket. 
Edited  by  Richard  Naliey 

138   MIXED  MEDIA  |  The  new  biology,  Utah's 
dreamy  saltscapes,  a  star  turn  from 
Philip  Seymour  Hoffman,  classic  Orson 
Welles  and  pugilists  at  play. 
Edited  by  Thomas  Jackson 

144   Q&A  |  Interior  designer  Penny 

Drue  Baird  on  trolling  the  Paris  and 
London  flea  markets. 


Departments 


57  Wine 

The  season's  best  food  and  wine  pairings  have  spring  in  their  step. 
By  Eugenia  Bone 

63  Style  &  Design 

Saddle  up  with  AvroKO's  homage  to  moto-racer  Rollie  Free. 
By  Kerry  Mullett  Strom 

65  Golf 

Golf's  entrepreneurs  get  their  heads  in  the  game. 
By  Todd  Pitock 

73  Real  Escapes 

The  Azzurra  condominium  tower  in  California's  Marina  del  Rey 
displays  an  art  for  living. 
By  Taylor  Antrim 

79  Quintessential 

The  timeless  safari  jacket  is  must-have  gear  for  the  adventuring  class. 
By  Mark  Grischke 

81  Boats 

Sails  suitable  for  framing,  ^'.^-fulfillment  and  a  Dutch  dish 

of  a  motorboat. 

By  Bernadette  Bernon 

89  Sports 

Nine  innings  in  the  Dominican  Republic  of  Baseball. 
By  Todd  Pitock 

97  On  the  Road 

Roadtripping  is  a  breeze  with  Airstream's  new  BaseCamp  trailer. 
By  Dick  Teresi 

99  Electronics 

Sony's  new  electronic  Reader  leaves  the  hardbacks  on  the  shelf. 
By  Thomas  Jackson 

101  Spas 

Facing  market  saturation,  the  hotel  spa  gets  creative. 
By  Lorraine  Cademartori 

109  Collecting 

Outlaw  memorabilia  is  wanted:  dead  or  alive. 
By  Jonathon  Keats 

113  Wheels 

An  all-Italian  road  duel  ends  in  a  split  decision.  We'll  take  both. 
By  Bill  Baker 
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It's  not  just  a  card. 


t's  a  choice. 


A  choice  to 


i  deal  on  the  road 


oice  to  coach  your  hid  s  game  that  afternoon 
A  choice  to  do  more. ..and  sometimes  less. 


Marquis  Jet  Card""  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  of  Net  Jets* ,  25  hours  at  a  time. 
10     The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1 .866. 538. 3201  or  visit  Marquisjet.com. 


MARQUISJET 
274  6391  5381 

■tL-'JOHN  7  WATERS 
,   0'./06  THRU  CM/07 
HAWKER  800XP 


All  program  flights  operated  by  NetJets*  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 
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She's  a  fan. 


DARIN  ORIENTAL 
THE  HOTEL  GROUP 


)  find  out  why  Helen  Mirren  is  a  fan  visit  www.mandannonental.com  BANGKOK  •  CHIANG  MAI  •  GENEVA  •  HONG  KONG  •  JAKARTA  •  KUALA  LUMPUR  ■  LONDON  •  MACAU  •  MANILA  •  MIAMI  •  MUNICH 
NEW  YORK  ■  SAN  FRANCISCO  •  SINGAPORE  •  SURABAYA  •  TOKYO  ■  WASHINGTON  D.C.  •  OPENING  2006:  PRAGUE  •  RIVIERA  MAYA  •  SANYA 


RECRAFTING. 
THE  RETURN 
ON  A  GREAT 
INVESTMENT. 

Return  your  worn  Allen-Edmonds  shoes 
to  rheir  original  glory  with  Allen-Edmonds 
Recrafting?  We  use  the  same  techniques 
when  Recrafting  your  shoes  that  we  used  in 
their  original  construction.  Simply  mail  us 
your  worn  Allen-Edmonds  shoes.  Visit 
www.allenedmonds.com  to  download 
a  postage-paid  mailing  label.  For  more 
information  on  Recrafting,  visit  your  nearest 
Allen-Edmonds  dealer  or  call  1-877-495-5564. 

Men 
ilmonds 

allenedmonds.com 
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THAT'S  A  WATER  COOLER  YOU'RE  HANGING 
AROUND  THESE  DAYS,  NOT  A  KEG. 


As  for  appropriate  foorwear, 
may  we  suggest  a  pair  of 
Allen-Edmonds?  Individually 
handcrafted  by  expert  shoe- 
makers, in  Port  Washington, 
Wisconsin,  each  pair  of  Allen- 
Edmonds  goes  through  a 
212-step  process.  (No,  that's 
not  a  typo.)  When  it  comes 
to  materials,  we  use  only  the 


world's  finest  leathers.  And, 
if  you  think  you  have  to 
give  up  comfort  for  style, 
you  don't.  Our  360-degree 
welt  offers  superior  comfort 
and  flexibility  while  our 
signature  cork  lining  forms 
to  your  foot  for  a  custom 
fit.  Plus  we  offer  styles 
ranging  in  size  from  6-16 


and  widths  AAA  to  EEE. 
What's  more,  our  shoes 
have  been  made  here  in 
the  United  States  since 
1922.  Just  a  few  years,  in 
fact,  after  die  water  cooler 
was  invented. 


Mien 
.idmonds 


Made  in  USA 

allenedmonds.com 


From  the  Editor's  Desk 


Good  to  Go 


SOMEONE  TOLD  ME  A  LONG  TIME  AGO,  "HIRE  PEOPLE  SMARTER 
than  yourself."  I  took  this  advice.  The  result  is:  I  learn  new  things  with  every  issue 
of  the  magazine.  Delicious  things: 

Our  Creative  Director,  Mark  Grischke,  informs  us  in  a  wonderful  piece  on  the 
Safari  Jacket  that  the  word  "safari"  is  Swahili.  He  also  tells  us  where  to  get  the  best 
ones  made  today.  I've  always  been  a  sucker  for  the  Stewart  Granger  look. 

Contributor  Maria  Finn  reports  from  the  tango  trenches  that  the  dance  origi- 
nated with  Argentine  black  slaves  in  the  1800s,  mixed  with  habanera  music  brought 
by  Cuban  sailors. 

Senior  Editor  Thomas  Jackson  was  the  "18th  man"  aboard  a  mega-millionaire's 
America's  Cup  25-meter  yacht.  From  Thomas  we  learn  that  the  foresail  costs 
$30,000  and  is  retired  after  60  tacks,  for  a  per-tack  cost  of  $500. 

Contributor  Eugenia  Bone's  article  on  pairing  wines  with  seasonal  food  is  so 
mouthwatering  that  I  had  to  change  my  tie  after  reading  it.  From  contributor 
onathon  Keats,  we  learn  that  the  shirt  worn  by  Clyde  Barrow  (of  Bonnie  and 
Clyde  renown)  when  he  was  gunned  down  sold  at  auction  for  $85,000.  His 
aunt,  present  as  the  gavel  descended,  later  declared,  "Why,  that's  more 
money  than  those  two  ever  stole." 

And  Associate  Editor  Taylor  Antrim's  fascinating  reportage  on  the  Javelin, 
which  he  calls  a  "Ferrari  for  the  skies,"  may  well  make  you  want  to  take  up 
flying  jets. 

There's  more,  but  I  seem  to  be  running  out  of  space.  Well  done,  everyone. 
Get  back  to  work. 
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LIFE 
TAKES 

BEING  ON  THE  LIST 


LIF 


TA 


VISA 
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ISA  SIGNATURE 
U  SCOTT  ^/SA 


Access  to  exclusive  cultural  and  sporting  events.  Just  one  of  the  many  benefits  of  Visa  Signature,  along 
with  preferred  seating  at  Broadway  shows  and  exclusive  culinary  events.  Go  to  visa.com/signature  to 
apply  for  the  rewards  cards  that  reward  you  for  living. 


ROFESSION:  PILOT    CAREER:  ACTOR 


pie  are  acquainted  with  the  star,  the  multi-faceted  actor.  But  John  Travolta  is  also  a  seasoned  pilot  with  more  than 
)0  flight  hours  under  his  belt,  and  is  certified  on  eight  different  aircraft,  including  the  Boeing  747-400  Jumbo  Jet. 
nurtures  a  passion  for  everything  that  embodies  the  authentic  spirit  of  aviation.  Like  Breitling  wrist  instruments, 
inded  in  1884,  Breitling  has  shared  all  the  finest  hours  in  aeronautical  history.  Its  chronographs  meet  the  highest 

standards  of  precision,  sturdiness  and  functionality,  and  are  all  equipped  with 
movements  that  are  chronometer-certified  by  the  COSC  (Swiss  Official 
Chronometer  Testing  Institute).  One  simply  does  not  become  an  aviation 
supplier  by  chance. 


BREITLING 

1884 


TLING  NAVITIMER, 

LT  OBJECT  FOR  AVIATION  ENTHUSIASTS. 


INSTRUMENTS   FOR  PROFESSIONALS 


mm  APRIL  1 2006  ^^^■H^Vk  BMBBB 

The  EYE 


TABLE  TALK 


DUTCH  DESIGNER  JEROEN  VERHOEVEN'S  "CINDERELLA"  TABLE  IS  CUT  FROM  57  LAYERS  OF  BIRCH  PLYWOOD,  NOT  BY  A  HUMAN 
carpenter  but  by  a  robotic  milling  machine  working  from  a  three-dimensional  computer  file.  Verhoeven's  goal  was  to  make 
a  statement  about  the  mass-produced  consumer  products  that  flood  today's  marketplace.  "So  many  things  are  made  with 
advanced  machinery,"  he  says,  "yet  the  outcome  almost  always  lacks  ingenuity.  I  thought,  let's  find  craftsmanship  in  a  high-tech 
machine  process."  Only  20  of  the  tables  will  be  made.  The  original,  completed  in  2004,  is  currently  up  for  auction  at 
www.reluct.com;  the  bidding  has  opened  at  $62,000.  The  remaining  tables  are  available  at  galleries  in  Europe,  Japan  and  the  U.S. 
including  Mark  McDonald  in  Hudson,  New  York.  $40,000.  www.demakersvan.com;  Mark  McDonald,  www.markmcdonald.biz. 
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A  Century 
In  Stones 


IN  1906,  ALFRED  VAN  CLEEF  AND  HIS  IN-LAWS, 
Charles  and  Julien  Arpels,  launched  one  of 
the  world's  great  jewelry  companies  from  the 
Place  Vendome  in  Paris.  To  celebrate  its 
centennial,  Van  Cleef  &  Arpels  recently  unveiled 
a  collection  of  one-of-a-kind  pieces,  Les  Pierres 
de  Caractere,  and  made  over  the  New  York 
store  with  an  eye  to  its  Art  Deco  heritage.  Purists 
will  be  pleased:  This  is  a  breath  of  fresh  air, 
not  the  winds  of  change.  At  100,  VC&A  is  wise 
enough  to  look  back  (this  1964  ruby-and- 
diamond  brooch,  for  example,  is  often  referenced) 
while  moving  the  art  of  jewelry  design  forward. 


Big  Blue 


NTIL  A  FEW  YEARS  AGO, 
seemed  that  every 
;pect  of  scuba  diving  had 
lproved  through  technology, 
ith  the  exception  of 
le  thing:  the  goggles, 
len  Mares's  X-Vision  mask 
jpeared.  with  angled 
indows  that  meshed  with 
e  central  position  of 
e  eyes  to  provide  the  widest 
jssible  views.  Ergonomic 


and  lightweight  (190  grams), 
it  even  offered  easy 
underwater  adjustment. 
The  only  problem  with  the 
X-Vision  was  that  it  was  just 
too  bulky  for  many  heads, 
but  now  its  more  petite 
variation,  the  Mid  Skirt  Mask, 
offers  smaller  faces  the 
same  style  and  performance. 
$80.  Visit  www.mares.com 
for  a  dealer  near  you. 
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The  Lowly  Shed 
Goes  Upscale 

SEATTLE  ENTREPRENEUR  RYAN  GREY  SMITH  WANTS  TO  CHANGE  THE  IMAGE  OF  THE 

garden-variety  garden  shed.  His  company's  Modern-Shed,  a  sleek,  understated  prefab 
building,  will  upgrade  any  backyard.  And,  with  the  addition  of  some  insulation,  interior 
finishes,  a  window  and  a  glass  door,  Modern-Shed  converts  into  a  mini-office.  Cost  ranges 
from  $65  a  square  foot  for  the  basic  model  to  $90  a  square  foot  for  the  office  model, 
depending  on  finishes.  Sizes  start  at  8'  x  6'  and  go  up  to  10'  x  12'.  All  parts  are  packed  flat 
and  shipped  to  your  door.  Modern-Shed,  (206)  524-1188,  www.modern-shed.com. 


m  '3 

Mini  Me 

Merobuilders.com  will 
make  you  look  any  way 
you'd  like — a  doll 
version  of  you,  that  is. 
The  Connecticut-based 
company  makes  personalized 
action  figures  to  order  in  about 
four  weeks.  Send  them  two 
photos — one  should  be  a 
profile — and  they'll  produce 
your  own  12"  doppelganger. 
For  an  extra  $100,  they'll  even 
make  your  miniature  talk. 
From  $425.  (203)  888-0147, 
www.  herobuilders.  com. 
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BVLGARI'BVLGARI  TOURBILLON 

MECHANICAL  MOVEMENT  WITH  MANUAL  WINDING,  PRODUCED  BY  THE  BVLGARI  GROUP. 
40  MM  PLATINUM  C  AS  E.  ANT  I  -  R  E  F  LECT I VE  SAPPHIRE  CRYSTAL. 
GUILLOCHE  AND  S  ATI  N  E  SOLEIL  DIAL. 
HAND-SEWED  ALLIGATOR  STRAP  WITH  PLATINUM  DEPLOYANTE  BUCKLE. 


ASPEN  •  BAL  HARBOUR  • 
NEW  YORK  •  PALM  BEACH 


BEVERLY  HILLS  •  CHICAGO 
•  ST.  BARTHELEMY  •  SOUTH 


•  HONOLULU  • 
COAST  PLAZA 


HOUSTON  •  LAS  VEGAS  •  NASSAU 
•  SAN  FRANCISCO  •   I  800  BVLGARI 
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Members  of 
The  Board 


A  WORTHY  CHEESE  BOARD 
gives  you  options — firm 
Gruyere,  semisoft  tomme, 
runny  chevre.  Wusthof's 
stainless-steel  Culinar 
cheese  knives  are  lovely  and 
practical  companions. 
The  perforated  blade  of  the 
soft-cheese  knife  helps  serve 
a  sticky  Camembert.  The 
wicked  two-pronged  tip  of 
the  hard-cheese  knife  plucks 
up  a  chunk  of  cheddar. 
And  the  Parmesan  model 


makes  quick  work  of  even 
granite-hard  Reggiano. 
$80  each;  $220  for  the  set 
of  three,  at  www.cutleryand 
more.com  and  select 
Williams-Sonoma  stores. 


ITALIAN  RACER 

CIAO,  BELLO!  ERMENEGILDO  ZEGNA'S  LEATHER-WRAPPED 
aviators  suggest  a  sunny  dash  down  the  Amalfi  coast  in 
a  jelly  bean-colored  sports  car.  $260,  at  Ermenegildo  Zegna 
stores.  (888)  880-3462,  www.zegna.com. 
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THE  CONTINENTAL  FLYING  SPUR. 

"Simply  Beautiful."  -  AutoWeek* 

"It's  Bentley  that's  created  the  next  must-have  ultra-luxury  sedan." 


The  poise  of  all-wheel  drive.The  performance  of  a  552  hp  twin-turbocharged  6-liter  12-cylinder  engine. 
The  passion  of  a  British  handcrafted  interior  in  leather  and  wood.  All  in  an  exceptionally  spacious, 
seductively  beautiful  four-door  from  Bentley.  It  could  only  be  the  new  Continental  Flying  Spur. 

We're  flattered  by  Auto  Week's  verdict,  but  it's  your  opinion  that  really  matters. 
Drive  the  new  Continental  Flying  Spur  at  your  Bentley  Retailer  and  experience  it  for  yourself. 


BENTLEY 

AUTHORIZED  RETAILERS 

rLANTA  GA  •  Bellevue  WA  •  Bethesda  MD  •  Beverly  Hills  CA  •  Boston  MA  •  Columbus  OH  •  Dallas  TX  •  Denver  CO  •  Downers  Grove  IL 
3RT  Lauderdale  FL  •  Greenwich  CT  •  High  Point  NC  •  Houston  TX  •  Las  Vegas  NV  •  Long  Island  NY  •  Manhattan  NY  •  Miami  FL 
ontreal  QC  •  New  Jersey  -  North  •  Newport  Beach  CA  •  Northbrook  IL  •  Orlando  FL  •  Palm  Beach  FL  •  Palmyra  NJ  •  Pasadena  CA  •  Providence  Rl 
*ncho  Mirage  CA  •  San  Diego  CA  •  San  Francisco  CA  •  San  Juan  PR  •  Santo  Domingo  DO  •  Scottsdale  AZ  •  Sewickley  PA  •  Silicon  Valley  CA 
St.  Louis  MO  •  Tampa  Bay  FL  •  Toronto  ON  •  Troy  Ml  •  Vancouver  BC  •  Zionsville  IN 

www.bentleymotors.com 

©  2006  Bentley  Motors,  Inc.  'June.  2005. 
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•••DREAM  MACHINES 

ANYONE  WHO  HAS  EVER  PRESSED  HIS  NOSE  AGAINST  THE  WINDOW  OF  A  MERCEDES- 
Benz  showroom  knows  what  sweet  dreams  are  made  of.  But  what  if  that  showroom 
were  full  of  vintage  Mercedes,  ready  to  be  driven  (once  again)  off  the  dealer's  lot?  Recently 
the  company  opened  its  first  U.S.  retail  center  devoted  to  classic  Mercedes  models 
20  years  and  older  in  Irvine,  California.  All  cars  are  refurbished  with  technical  support  from 
Germany,  and  models  for  sale  might  include  anything  from  a  four-cylinder  190  SL 
roadster  to  the  300  SL  "Gullwing"  coupe.  Prices  range  from  $25,000  to  millions.  Mercedes- 
Benz  Classic  Center,  9  Whatney,  Irvine,  CA;  (949)  598-4850,  www.mbusa.com/classic. 


An 

English 
Rose 


WOMEN  WHO  CAN'T  MAKE 
the  trip  to  London  this  spring 
can  still  take  it  home  in  a  bottle. 
Rose,  peony  and  patchouli 
are  all  dressed  up  in  Burberry's 
classic  plaid,  ready  to  go. 
Burberry  London  eau  de  parfum, 
$76  for  3.3  oz.,  at  Burberry  and 
Saks  Fifth  Avenue  stores. 
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\  Collection  of  masterpieces 


To  Each  Their  Own 


{^STATECOLLECTIONWCI 


.Naples  •  c^onita  Springs  •  Parkland  •  j^alm  <^each 

an  Exclusive  Collection  of  Masterpieces  by  WCI  Communities 


call  800.924.0528  Monday  thru  Friday  from  8:30  a.m.  to  6  p.m.  est. 


m  i 


VOID  WHERE  PROHIBITED. 
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You've  Got  Sail 


ILORS  HAVE  PILOTED  CATBOATS,  OR  SINGLE-MASTED  DAY-SAILERS,  UP  AND  DOWN 
st  Coast  waters  since  the  19th  century.  Sterling  Boatworks's  11-foot  version,  from  a  design 
Maryland  boat  architect  Charles  Wittholz,  has  graceful  lines  and  a  generous  beam 
stability  under  sail.  Hand-constructed  from  fiberglass  and  teak,  she  can  also  be  built  as 
owboat  or  fitted  with  a  small  (up  to  4  hp)  outboard  motor.  Customers  choose  the 
lor.  $9,999  for  sailing  version;  $5,999  for  rowing  version,  www.sterlingboatworks.nei. 


French  Kiss 

Darphin,  the  cult 
French  cosmetic  and 
skin-care  brand, 
makes  a  dentifrice  that 
doesn't  stun  users 
with  mouth-numbing 
mintiness.  Denblan's  subtle 
flavor  blends  papaya, 
pineapple  and  lichen  extracts 
with  essential  oils  of  mint, 
fennel,  angelica  and  parsley 
(and  all-important  fluoride)  in 
a  cavity-fighting,  tooth- 
whitening,  gum-desensitizing, 
nonabrasive  formula.  The 
slender  2.6-oz.  tube  won't 
hog  space  in  your  travel 
kit.  $20.  www.darphin.com. 
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Enfants 
Adorable 


PARIS-BOUND  SHOPPERS, 
beware.  Bonpoint — insidious 
purveyor  of  children's  clothing  so 
enchanting  the  pieces  are  like 
heroin  to  parents — has  just 
opened  the  world's  largest  store 
pour  les  enfants.  Housed  in  a 
stately  17th-century  hotel 
particulier,  the  new  flagship  offers 
baby  beauty  products,  exclusive 
party  dresses  and  shoes, 
and  a  garden  and  cafe  where 
you  can  collapse  after  exploring 
all  10,763  square  feet. 
Bonpoint,  6  rue  de  Tournon, 
75006  Paris;  011-33-1-40- 
51-98-20,  www.bonpoint.com. 


Still  Up-to-the-Minute 


PATEK  PHILIPPE'S  CALATRAVA  TRAVEL  TIME  REF. 
5134  is  a  modern  interpretation  of  a  standard  design 
first  introduced  in  1932.  This  one  is  white  gold 
with  dual  time  zones  and  a  single-button  travel-time 
adjustment  feature.  Opt  for  the  alligator  strap  if 
you  want  a  bit  of  bite.  Travel  watch,  $21,500, 
by  Patek  Philippe.  (212)  218-1240,  www.patek.com. 
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Hotel 
California 

We  were  looking  for 
a  reason  to  revisit 
Santa  Monica's 
Shutters  on  the 
Beach,  and  its  recent 
top-to-bottom  redesign  gave 
us  an  excuse.  The  new  rooms 
have  a  cozy,  contemporary 
look — twin  flat-screen  TVs 
(both  visible  from  the  tub), 
but  also  Tibetan  wool  rugs  and 
comfy  armchairs  upholstered 
in  gingham.  The  staff  is  still 
unpretentious  and  alert.  And 
the  beach:  still  warm,  still 
sandy.  One  should  reconfirm 
these  things  from  time  to 
time.  Doubles  range  from 
$480  to  $775;  suites,  $1,075 
to  $3,000.  (800)  334-9000. 
www.shuttersonthebeach.com. 


Easy  Writer 


CASHMERE  IS  PROGRESSING  FROM  DRESSER  TC 
desktop  thanks  to  Marc  Friedland's  Creative  Intelligence 
Inc.  Custom  orders  start  at  $1,100  for  Friedland's 

Couture  Communications  cashmere  stationery  (original^! 
developed  for  The  Wynn  in  Las  Vegas),  which  car 
be  commissioned  in  an  array  of  shapes,  sizes 
and  colors.  Creative  Intelligence  Inc.,  (323)  936-9009 


30  1  ForbesLife 


ORE  THAN  250  YEARS  OF  UNINTERRUPTED  HISTORY... 


2003.  When  the  human  D.NA  was  decoded,  Vacheron  Constantin  was  .248  years  old. 


OVERSEAS  CHRONOGRAPH 

Selfwinding  mechanical  movement.  40 
hour  power  reserve.  Soft-iron  antimag- 
netic  shield.  Water-resistant  to  150  m 
(~500  feet).  Screwed-in  crown  and 
screw-locked  pushpieces. 

49150/B01 A-9095 


...DEDICATED  TO  PERFECTION 


VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheron-constantin.com 
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STAR  SEARCH 


THE  SKYSCOUT  PERSONAL  PLANETARIUM  SEEMS  TO  DEFY  LOGIC. 
Go  outside,  aim  it  at  a  celestial  object  and  the  device  will  instantly 
identify  it.  Or  ask  it  to  locate,  say,  Orion's  belt,  and  blinking 
arrows  in  the  viewfmder  will  guide  you  to  its  location.  This  is 
not  accomplished  magically,  the  manufacturer  insists,  but  with  GPS, 
magnetic  and  gravitational  sensors  and  a  hefty  database  of  6,000 
stars,  88  constellations  and  more  than  100  deep-space  objects  like 
galaxies  and  nebulae.  $399.  www.celestron.com/skyscout. 


Secret  Passages 

Anyone  who's  ever  fantasized  about  the  sliding 
Bat  poles  behind  the  bookcase  in  Bruce 
Wayne's  drawing  room  or  Webster's  secret 
passageway  in  the  grandfather  clock  knows  that 
a  house  is  only  as  good  as  what  it  conceals. 
The  Hidden  Door  Company  offers  unseen  entryways 
behind  which  you  can  securely  stash  a  vault,  gun 
collection  or  superhero  cape,  and  the  Elk  Grove, 
California-based  company  can  create  more  imaginative 
opening  mechanisms  than  that  switch  hidden  in  a 
hollow  Shakespeare  bust.  All  doors  are  custom-built, 
so  an  entertainment  center,  a  bookcase  or  even  a 
wine  rack  can  serve  as  your  ruse.  Prices  start 
at  $1,910.  (877)  218-5434,  www.hiddendoors.com. 
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•••  The  Write  Stuff 

MISSING  SNAP  IN  YOUR  PROSE?  AT  A  LOSS  FOR  LE  MOT  JUSTE?  PERHAPS 
it's  the  pen.  Upgrade  to  Montblanc,  celebrating  its  centennial  this  year 
with  a  selection  of  limited-edition  writing  instruments.  Our  favorite 
is  the  Meisterstuck  Solitaire  1906,  a  fountain  pen  made  from  sterling 
silver  and  anthracite  granite  cut  from  the  sides  of  the  real  Mont  Blanc, 
with  the  company's  signature  star  diamond  in  the  cap.  $2,  700. 
Also  available  in  oailpoint  or  rollerball,  $1,955.  www.montblanc.com. 


BATTLE 
STATION 

CHANNEL  HEMINGWAY  AND  BATTLE 
the  marlin  of  your  life  in  this  fighting 
chair  from  Harmony,  Pennsylvania-based 
Nautical  Design.  Its  traditional  look 
and  high-gloss  teak  will  flatter  your 
yacht's  cockpit,  and  the  solid  six-inch 
high-grade  stainless-steel  pedestal 
will  stand  up  to  the  ocean's  most 
resistant  catch.  $10,798,  as  pictured 
with  optional  "Rocket  Launcher" 
back,  www.nauticaldesigninc.com. 
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erene  taiwan  I  champagne's  chef  I  floating  through  Portugal 
belgium's  #1  brew  |  boutique  jamaica  I  san  francisco  high 


fAIWAN 


Taiwan  after 
work:  The  Lalu 


iun  Moon  Lake:  Picture  a  pristine  body  of  water.  A  lake  that  surrounds  a  sacred  island  nes- 
^d  in  the  clear  pure  air  of  Taiwan's  Central  Mountain  Range.  Imagine  a  hotel  hanging  over  its  crystal- 
ue  waters.  The  views  from  the  hotel  are  stunning,  the  rooms  soothing  and  elegant.  It's  designed 
r  a  renowned  architect  and  features  a  supremely  professional  staff.  Its  posh  spa  offers  treatments  from 
assage  and  facials  to  fun  with  hot  stones  and  mud  packs,  and  its  four  restaurants  cater  to  Chinese, 
panese  or  Western  tastes.  You  are  at  THE  LALU,  the  extraordinary  hotel  and  spa  and  one  of  eastern  Asia's 
:st-kept  travel  secrets.  •  The  Lalu  was  conceived  by  Taiwanese  builder  Lai  Cheng-I,  whose  Shining 
onstruction  Company  specializes  in  innovative  housing.  Prepared  to  invest  a  huge  sum  of  money  in 
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FRANCE 


It's  not  easy  to 
replace  a  culinary  god.  But 
that's  the  fate — and 
opportunity — handed  to  Didier 
Elena,  the  34-year-old  chef 
hired  to  take  over  from  Gerard 
Boyer,  the  Michelin  three-star 
icon  who  established  the 
hotel  Boyer  Les  Crayeres  in 
Reims.  After  Boyer  retired  in 
2003,  the  hotel  was  renamed 
CHATEAU  LES  CRAYERES 
and  Michelin  took  away  a  star. 
Elena  took  over  the  kitchen 
in  spring  2005;  part  of 
his  mandate  is  to  get  it  back. 

If  he's  concerned,  though, 
he  doesn't  show  it... but 
then,  as  a  protege  of  Alain 
Ducasse,  and  the  chef  who 
established  Ducasse's  New  York 
outpost,  Elena  isn't  a  stranger 
to  pressure.  (He  waved  off 
the  hailstorm  of  criticism  that 
greeted  some  of  Ducasse's  \\ 


Roams  r 
$480-$2,250 
011-886-49-285- 
www.thelalu.com. 
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an  area  devastated  by  the  1999  earthquake,  he 
bought  Chiang  Kai-Shek's  presidential  villa 
instead.  Lai  contacted  the  Australian  architect 
Kerry  Hill,  who'd  designed  the  breathtaking 
Amanusa  hotel  in  Bali.  Hill  agreed  to  take  on 
the  project  only  if  he  could  create  a  place  that 
was  totally  unique — "made  to  order,"  as  he 
put  it — for  Sun  Moon  Lake. 

Long  a  mecca  for  the  Taiwanese,  the  island-nation's  largest  body  of 
fresh  water  is  a  tranquil  refuge  surrounded  by  forested  mountains  in 
the  Sun  Moon  Lake  National  Scenic  Area.  Except  for  the  town  andj 
harbor  of  Shuishe  Village,  no  buildings  or  homes  are  permitted  to  mar 
the  landscape.  Fishing  boats,  rowboats  and  ferries  glide  through  the 
water.  The  lake  is  off-limits  to  swimmers,  except  for  one  day  a  year 
when  a  privileged  (and  fit)  10,000  participate  in  a  1.8-mile  shore-to^ 
shore  swim.  High  atop  a  nearby  hill  rises  the  famous  Tzuen  Pagoda, 
built  by  Chiang  Kai-Shek  to  honor  his  mother.  Temples  appear  sud- 
denly at  a  turn  of  the  road.  One  of  them,  the  Hsuan  Tsang  Temple,  houses  the  remains 
of  the  great  itinerant  monk  Hsuan  Tsang,  immortalized  in  the  16th-century  Chinese 
novel  Journey  to  the  West,  who  went  on  a  16-year  pilgrimage  to  India. 

It  is  The  Lalu,  however,  that  is  the  star  attraction  for  visitors  and  royalty  alike.  The 
day  I  checked  in,  the  King  of  Gambia  was  on  his  way  out,  along  with  a  large  retinue. 
He'd  taken  the  Presidential  suite,  a  complex  of  exquisitely  appointed  rooms  that  goes 
for  $2,250  a  night.  Every  "room"  here  is,  in  fact,  a  connecting  suite  with  a  large  balcony! 
and  the  same  jaw-dropping  view  across  the  lake.  (If  you  crave  privacy,  there  are  a  halfl 
dozen  two-bedroom  villas  with  their  own  40-foot  pools,  though  none  has  a  lake  view.)| 
What  is  most  memorable  about  The  Lalu — aside  from  its  location,  spa,   Above  left-  Chef 
restaurants  and  impeccable  staff — is  the  design  of  the  hotel  itself.  Natural 
materials  such  as  teak,  glass  and  stone  create  a  mood  of  Zen-like  tranquility. 
All  the  pieces  of  avocado-glazed  pottery  come  from  the  nearby  Snake  Kiln, 
whose  traditions  date  back  to  the  Ming  dynasty.  You  will  not  find  hundreds 


Elena's  touch. 
Below:  The 
Lalu's  views 
stretch  across 
Sun  Moon  Lake. 
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SWISS   WATCH  MANUFACTURE 

SINCE  1865 


DOES  NOT  HAVE  THfrSAME  APPEAL 

;OR  EVERYONE." 

AM  SHAKESPEARE 


moMaster  Open  -  Rome,  Italy 

n'que  blend  of  Technique,  Style  and  Emotion.  The  first  mechanical  wristwatch  revealing  the  world's  fastest  Automatic 
mograph  El  Primero.  4021 A  Harmonic  caliber,  36,000  vibrations  per  hour,  248  components,  50-hour  power  reserve 
ured  by  a  smile.  Tradition:  stainless  steel  or  rose  gold  case,  sapphire  caseback,  black,  gray,  white  or  ZENITH  brown 
loche  dials,  Alligator  strap.  Modernity:  stainless  steel  case,  sapphire  caseback,  black,  gray,  white  or  ZENITH  brown 
oth  dials,  metal  bracelet,  genuine  rubber  sor  Alligator  strap.  Available  in  two  sizes,  XXT  Et  T.  Triple  folding  buckle. 

Select  Stores  WWW.ZEN1TH-WATCHES.COM 
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decisions  when  the  New  York 
restaurant  opened,  explaining, 
for  example,  that  he  didn't 
speak  English  well  enough  to 
know  what  they  were  saying.) 

Now,  though,  Elena's 
aware  that  he  faces  skepticism 
from  the  locals  for  not  being 
from  the  region;  technically, 
he's  not  even  French,  he's 
from  Monaco.  And,  of  course, 
he's  not  Boyer.  "We're  not  from 
the  same  generation,"  Elena 
says.  "And  the  life  of  the  '80s 
[when  Les  Crayeres  opened]  is 
not  now.  Today  it  is  more 
casual  but  still  with  a  sense  of 
luxury,  and  more  visual.  We 
live  with  design  in  our  lives 
more.  And  the  world  is  more 
open  now,  there  are  influences 
from  so  many  countries." 

Those  sentiments  are  clearly 
evident  in  Elena's  dishes. 
Boyer's  were  grand  and  lush; 
Elena's  presentation  is  wittier 
and  more  photogenic.  A  foie 


of  channels  on  the  TVs;  modest  televisions,  in 
fact,  were  installed  only  after  repeated  requests 
from  guests.  You  will  not  find  a  lobby  bustling 
with  chattering  tourists;  initially  planned  at  400 
rooms,  The  Lalu  scaled  itself  down  to  96. 

There  are  even' refuges  within  the  refuge. 
A  lovely  teahouse  is  the  perfect  spot  for  an 
hour's  afternoon  quiet.  The  large,  soft-lit  wood- 
paneled  library  has  its  share  of  Grisham  and 
Cornwall,  but  it's  also  possible  to  sink  into  a 
fireside  chair  with  a  handsome  volume  of  art, 
fashion  or  photography.  Or  plunge  into  the 
200-foot-long  pool,  which  appears  to  melt  into 
the  waters  of  the  lake  beyond.  For  a  truly  mem- 
orable experience,  come  down  at  sunrise  and 
watch  the  silhouetted  mountains  go  from  ghostly  gray  to  lilac.  Have  a  dip  and  then  pad  of] 
to  the  sumptuous  breakfast  buffet. 

The  Lalu  is  a  three-and-a-half-hour  drive  from  Taipei.  Alternatively,  you  can  fly  tc 
Taiwan's  most  livable  city,  Taichung,  and  take  the  beautiful  foothill  drive  toward  the  moun- 
tains. Even  the  wealthiest  cannot  land  a  sea  plane  on  the  waters  of  Sun  Moon  Lake.  To  do  so 
would  be  to  compromise  its  ultimate  indulgence — seclusion.  — JONATHAN  BLACK 
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Les  Crayeres, 
minus  Boyer 


gras  starter  features  four 
presentations,  including  one 
rectangle  wrapped  in  diagonal 
slivers  of  mushroom  and  one 
that  looks  like  a  petit  four, 
coated  not  in  chocolate  but  in 
granular  truffles;  in  another 
dish,  langoustines  come 
wrapped  in  fine  spaghetti  that 
looks  like  rope,  with  sauce 
alongside  in  oar-shaped 
threads.  Apart  from  the  visual 
tricks,  though,  the  flavors 
are  vivid,  clear  and  often  work 
in  contrast.  A  ragout  of 
scallops,  oysters,  lobster  and 


black  truffles  in  a  truffle- 
infused  cream  sauce  was 
so  thrilling  I  almost  let  out  a 
scream;  roasted  pigeon 
on  a  bed  of  sliced  beets  and 
covered  in  alternating  blocks 
of  beets  and  Comte  cheese 
was  both  visually  arresting 
and  absolutely  delicious. 
(Sometimes,  though,  a  dish — 
such  as  the  langoustine, 
presented  hot  and  cold  and 
crusted  with  pistachios — does 
look  better  than  it  tastes.) 

While  the  menu  has 
changed,  other  aspects  of  a 


meal  here  have  not — and 
that's  a  good  thing.  The  deep 
60,000-bottle  cellar  remains, 
as  do  the  357  types  of 
Champagne,  several  of  which 
are  spotlighted  every  night 
on  the  silver  Champagne  cart 
for  aperitifs  in  the  dark-green, 
clubby,  glassed-in  lounge. 
And,  naturally,  the  selections 
on  the  cheese  cart  in  the 
dining  room  are  extensive  and 
perfectly  aged. 

The  dining  room,  however, 
has  changed  to  better 
coordinate  with  Elena's  style, 
as  will  the  hotel  overall — and 
that  will  be  a  good  thing. 
For  23  years,  the  decor  in  this 
1904  mansion  has  been  in  the 
style  of  the  building,  with  dark 
colors,  carpets  and  drapes 
in  intricate,  often  floral  patterns 
and  oil  paintings  in  gilded 
frames  among  the  signature 
notes.  That  look  was  once  the 
epitome  of  country  luxe  but  jt 
now  feels  dated,  so  Pierre-Yves 
Rochon,  the  original  designer, 
is  returning  to  streamline 
and  modernize  the  design, 
to  make  the  rooms  more 
neutral,  more  soothing,  more 
peaceful,  according  to  Elena. 


But  how  have  the  locals 
responded  to  that,  on  top  of 
the  menu  changes?  "People 
always  prefer  what  they  had 
before,  I  know...,"  he  says.  But 
if  the  reaction  of  the  head  of 
one  of  the  most  prominent 
Champagne  houses,  who  held 
a  dinner  for  21  here  in 
December,  is  any  indication, 
there's  hope.  "Call  me  Monday 
so  we  can  talk  about  events 
for  next  year,"  he  said  on 
his  way  out.  And  he  didn't 
mention  Boyer's  name  at  all. 

—LAURIE  WERNER 


THE  SETUP 
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He's  relaxed.  He's  insured  by  Chubb. 


<  CHUBB  COMMERCIAL  INSURANCE 

<  CHUBB  SPECIALTY  INSURANCE 


forth  magazine  called  Chubb  "the  gold  standard  for  property-casualty 
nsurance....  Chubb's  best  feature  Is  a  three-decade  history  of  swiftly 
aying  claims  that  other  companies  might  balk  at." 

hubb-refcrs  lo  the  insurers  of  the  Chubb  Croup  of  Insurance  Companies. 

clual  coverage  is  subject  to  the  language  ol  the  policies  as  issued.  Chubb,  Box  1615,  Warren,  NJ  0706J -J615. 
2003  Chubb  &  Son,  a  tlivision  of  Federal  Insurance  Company.  Alt  rights  reserved. 


CHUBB 


For  more  information,  consult  your  independent 
agent,  or  visit  us  at  www.chubb.com  and  click  on 
"Find  an  agent." 
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BELGIUM 


or  brune? 


Flanders  *  I  have  come  to  the  broad  platteland  of  far  western  Flanders  to  search  for  what  some  be- 
lieve is  the  world's  best  beer:  the  fabled  ale  of  SINT-SIXTUS,  a  small  and  remote  Belgian  Trappist  abbey.  Laudec 
by  connoisseurs,  the  abbey's  rare  Westvleteren  12  ale  has  repeatedly  been  ranked  by  the  Web's  top  beer  site 
www.ratebeer.com,  as  the  finest  on  earth.  And  because  the  resolutely  spiritual  monks  restrict  their  minuscule 


sales  to  isolated  Sint-Sixtus,  it's  also  among  the  most  exclusive. 

Though  Belgians  brew  more  than  450  different  kinds  of 
beers,  from  oud bruin  dark  ales  and  pale  spe'ciales  beiges  to  cherry- 
scented  krieks,  intriguing  saisons  and  wild-yeasted  Iambics,  it's 
the  intense  Trappist  ales  that  have  me  trekking  across  Flanders. 
Under  a  low,  mottled  sky,  I  crisscross  the  flat  countryside  punc- 
tuated by  red-tiled  farmhouses,  oblivious  cows  and  hillocks  of 
harvested  sugar  beets.  Glittering  webs  of  streams  and  canals  bi- 
sect the  scars  of  WWI  trenches. 

Near  leper  (Ypres),  Hoppeland's  towering  hops  trellises  sig- 
nal that  the  Trappist  brewers  are  near.  A  small  sign  reading  St. 
Sixtusabdij  points  down  yet  another  seemingly  empty  farm  lane. 


Sint-Sixtus  Abbey, 
Westvleteren,  Belgium, 
011-32-57-40-18-84;  beer 
availability  recording:  011- 
32-57-40-10-57, 
www.sintsixtus.be.  In  de 
Vrede,  011-32-57-40-03- 
77,  www.indevrede.be. 


A  flash  of  color  in  the  leaden  sky  sud- 
denly catches  my  eye.  Hang  gliders, 
looking  like  neon  condors,  sail  above 
the  road.  Traffic  picks  up.  A  file  of 
slipstreaming  bicyclists  zips  along  be- 
side me.  A  bundled-up  couple  intently 
strides  down  the  lane.  Past  a  sprawl- 
ing hop  garden,  I  spot  the  old  stone 
gatehouse  of  Sint-Sixtus,  with  its  low 
In  de  Vrede  cafe  across  the  way. 

The  In  de  Vrede  bustles  with  the  Sunday  crowd  of  brew 
fanciers:  stolid,  flush-faced  Belgians,  cyclists  in  fluorescent  span- 

dex,  a  table  of  Brits  from  the  rec 
double-decker  bus  in  the  parking 
lot.  Landing  next  to  the  cafe,  han£ 
gliders  drop  in  for  a  beer. 

I  contemplate  la  veritable  bien 
de  Westvleteren  with  anticipa- 
tion. The  foaming  goblet's  high 
dark  head  telegraphs  Westvleterer 
12's  delicious  proteins.  With  ar 
alcohol  level  as  high  as  11.5  per- 
cent, the  ale  is  one  of  Belgium's 
strongest — and  is  exceptional!) 
long-lived.  The  beer  is  dark  a; 
night,  thick  as  cocoa. 

The  bouquet  is  spicy,  tingly 
At  first  taste,  the  ale  seems  un- 
fathomably  complex.  A  few  sips 
unlock  a  host  of  flavors:  dark- 
roasted  chocolate,  figs,  currants 
raisins,  dates,  plums,  cloves,  a 
hint  of  orange.  I  initially  declare 
the  ale  divine,  but  then  remem- 
ber the  old  saying:  "In  heaver 
there's  no  beer.  That's  why  we 
drink  it  here." 

—DOUGLAS  WISSINC 


 Faith  and 

science:  the 
brewery  at 
Sint-Sixtus 
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PORTUGAL 

As  our 

riverboat,  the  DOURO  QUEEN, 

glided  through  northern 
Portugal's  remote  Douro  valley, 
we  were  astonished  by  the 
sight  of  terraced  vineyards 
marching  in  perfect  order  down 
dizzyingly  steep,  stony  hillsides 
to  the  river's  edge,  like  lines 
on  a  living  topographic  map. 
Their  grapes  are  hardy  varieties 
like  the  Touriga  and  Tinto  Cao 
that  flourish  in  this  rugged 
terroir;  their  bright  green  ranks 
broken  only  by  the  whitewashed 
mansions  and  cottages  of  the 
great  wine  estates  or  "quintas." 

Our  six-day  cruise  along  the 
river,  appropriately  enough, 
began  amid  the  waterfront 
wine  "lodges"  of  Vila  Nova  de 
Gaia,  across  the  river  from 
Porto,  the  town  that  put  the 
port  in  Portugal.  The  Anglo- 
Portuguese  grandees  of 
the  port  trade,  with  names  like 
Taylor,  Croft  and  Sandeman, 
have  been  aging  and  blending 
new  wine  from  their  Douro 
estates  in  these  lodges  since 
the  18th  century,  when 
Great  Britain,  after  foolishly 
squabbling  with  France, 
its  principal  wine  supplier, 
embraced  Portugal  on 
the  rebound.  Since  Portuguese 
wine  traveled  poorly,  those 
crafty  Brits — to  their  eternal 
credit— invented  port  by 
fortifying  the  wine  with 
brandy,  thereby  cutting 
fermentation  short,  boosting 
alcohol  levels  and  giving 
the  upper  crust  back  home 
something  to  quaff  while 
carving  out  the  empire.  The 
drink  prompted  Dr.  Samuel  \% 
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JAMAICA 


Hold  the 
folklore: 
international 
luxe  at  Royal 
Plantation 


Ocho  Rios:  There  is  an  old  Jamaican  legend  that  dates  back  to  the 
island's  sugar  plantation  days.  Annee  Palmer,  a  woman  said  to  be  no  more  than 
four  feet  tall,  left  her  native  England  and  married  the  master  of  Montego 
Bay's  Rose  Hall.  She  was  cruel  and  merciless,  killing  her  first  husband,  then 
two  more,  and  countless  slaves  she  took  to  her  bed  before  they  ended  up  in 
unmarked  graves.  Nicknamed  "the  white  witch"  because  of  her  fondness  for 
voodoo,  Palmer  is  still  thought  to  haunt  the  Rose  Hall  Great  House  200  years 
later.  •  Ask  any  Jamaican  about  Annee  Palmer  and  they  will  smile.  This  is 
the  Jamaica  they  know — alluringly  dangerous,  steeped  in  history,  unpre- 
dictable. I  passed  Rose  Hall  on  my  90-minute  drive  from  Montego  Bay  to  the 
ROYAL  PLANTATION,  a  boutique  hotel  in  Ocho  Rios.  Though  my  driver  was 
a  constant  lecturer  about  all  things  Jamaican — pointing  out  the  Blue 
Mountains,  famous  for  their  coffee,  and  Johnny  Cash's  Cinnamon  Hill — it 
was  the  story  of  the  white  witch  that  most  excited  him.  "She  was  a  butcher," 
he  said,  eyes  wide,  as  if  Palmer  might  suddenly  materialize  in  the  back  seat. 


42  i  ForbesLife 


The  new  business  collection  by 


SamsOnite 


"To  me,  business  isn't  about  wearing 

suits  or  pleasing  stockholders. 

It's  about  being  true  to  yourself, 

your  ideas  and  focusing  on  the  essentials." 


:hard  Branson's  proceeds'from  the  photo  shoot  were  donated  to  the  Virgin  Unite  foundation:  www.virginunite.com 


Other  destination  clubs  know  you  as 

A  TEN  DIGIT 

MEMBERSHIP  NUMBER 


•      •  • 


{We  know  you  by  your  name.} 
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hnson's  famous  comment 

1779  that  "claret  is  the 
|uor  for  boys,  port  for  men." 

After  visiting  several  lodges 
r  courses  in  Port  101,  we 
iarded  the  Douro  Queen. 
though  the  Queen  was 
?ek,  chic  and  exceptionally 
mfortable,  with  a  library 
fine  tawny  ports  in  its 
>od-paneled  bar,  those 
eking  a  cozier,  more  yacht- 
;e  experience  might  consider 
e  of  the  smaller  boats 
the  Douro  Azul  fleet. 

We  soon  entered  rural 
irtugal,  passing  through  silent 
rests  where  blue  herons 
eened  on  the  riverbanks, 
en  on  to  those  geometrical 
leyards  of  the  upper  Douro. 
le  Queen  called  at  hallowed 
ne  towns  such  as  Peso 

Regua  and  Pinhao,  whose 
ine  Academy,  located  in 

historic  lodge,  is  a  virtual 
rt  Knox  of  fine  ports  and 
Dmatic  local  cheeses, 
lother  excursion  took  us  to 
nner  at  Solar  da  Rede,  a 
tusada,  or  country  inn,  that 
oduces  its  own  port.^ 


Royal  Plantation,  Ocho 
Rios,  Jamaica.  Suites  range 
from  $320-$l,550  per 
night.  (888)  48-ROYAL. 
www.royalplantation.com. 


The  Queen 
on  the  Douro 


The  resort's  private  transfer  from  the  airport  also  gave  me  a  lesson  in  Jamaican  roads:  Not 
all  of  them  are  paved.  It  was  with  much  relief  that  I  arrived  at  the  resort  and  was  greeted  with 
a  cool  towel  and  a  cocktail.  On  the  way  to  my  room  I  saw  guests  enjoying  proper  afternoon 
tea  on  fine  china,  complete  with  crumpets  and  scones.  But  I  chose 
to  take  my  first  meal  at  C  Bar,  the  only  caviar  bar  on  the  island. 
There,  the  server  opened  the  bottle  of  Veuve  Clicquot  with  one 
strong  swipe  of  a  sword  that  hangs  behind  the  bar.  After  the  brief 
applause  that  such  a  display  demands,  the  only  sounds  were  the 
Champagne's  quietly  fizzing  bubbles  and  the  muffled  tap  of 
spoons  digging  into  Caviar  Oscietre  d'Iran  tins. 

At  Royal  Plantation,  you  quickly  forget  what  you  thought  you 
knew  about  Jamaica — the  images  of  spring  break  in  Negril  or  the  endless  loop  of  Marley.  The 
resort  is  a  testament  to  understated  elegance — a  carefully  placed  orchid,  a  lingering  peacock 
by  the  pool.  Meals  are  no  exception:  I  followed  my  caviar  and  Champagne  with  dinner  at 
Le  Papillon,  the  finest  of  the  resort's  four  restaurants,  where  the  service  is  white-glove  and 
lobster  appears  in  a  Caribbean  soup,  an  avocado  salad,  a  spring  roll  and  an  entree.  I  chose 
the  main  course,  but  that  didn't  stop  me  from  ordering  Jamaican  lobster  curry  at  The  Bayside, 
the  resort's  largest  restaurant,  and  the  lobster  BLT  at  the  Royal  Cafe,  outdoor  dining  by  the 
beach.  You  don't  come  to  the  Caribbean  to  eat  steak. 

Ocho  Rios  is  on  a  part  of  the  island  where  you  can't  quite  see  sunrise  or  sunset.  The  sun 
disappears  and  reappears  without  much  fanfare.  Fellow  guests  and  I  agreed  that  this  was  a 
triviality,  even  a  blessing.  What  matters  more  than  the  solemn  marking  of  the  day's  com- 
ing or  going  is  what  you  experience  right  outside  your  door:  an  ocean  that  doesn't  fit  any 
preexisting  adjective — is  it  azure?  perhaps  sapphire? — the  sound  of  a  calypso  band  on  the 
terrace,  the  sight  of  a  woman  rolling  cigars  with  fingers  as  thick  as  the  stogies  she's  selling. 
I  clambered  out  of  bed  early  and  onto  the  beach  where  I  was  immediately  greeted  with  a 

cushioned  lounger,  a  mango  mimosa  and  a  blue  flag  that  I  was 
instructed  to  wave  if  I  needed  anything.  One  flick  of  my  wrist 
and  a  beach  butler  appeared  to  spritz  me  with  rose  water  as  the 
day  grew  warmer. 

The  private  beach  is  separated  into  two  halves — one  for 
lolling,  the  other  for  water  sports  like  windsurfing,  snorkeling  or 
sailing.  While  both  sides  appear  to  be  a  dollop  of  sand  compared 
to  other  hotels'  extensive  beaches,  the  resort  doesn't  need  any 
more  space  and  carefully  guards  its  intimacy.  I  took  a  kayak  out 
one  morning  and  felt  like  the  only  person  in  the  Caribbean  Sea. 

Afternoons  at  Royal  Plantation  are  leisurely  and  there  is  al- 
ways time  to  retire  to  one's  room.  All  74  suites  have  ocean  views 
and  impressive  balconies.  The  resort's  common  areas  are  open 
and  airy,  boasting  sweeping  staircases  and  well-placed  gazebos 
and  fountains,  and  private  rooms  are  no  less  grand.  My  balcony 
had  a  fully  stocked  bar  with  premium  vodka,  rum  and  gin.  Each 
room  also  has  a  mahogany  four-poster  bed  with  Italian  linens 
and  a  pillow  "menu."  One  afternoon  I  dared  order  all  four  pil- 
lows— memory-foam,  water-filled,  buckwheat  and  body  cush- 
ion. Within  ten  minutes,  housekeeping  had  arrived,  and  I  spent 
the  next  half  hour  trying  to  convince  myself  that  there  is  no  such 
thing  as  sensory  overload  when  one  is  trying  to  nap. 

Guests  who  prefer  even  more  private  accommodations  can 
choose  to  rent  one  of  Royal  Plantation's  two  villas.  Right  next 
door,  Villa  Plantana  has  three  bedrooms  and  a  private  chef 
and  butler.  Villa  Rio  Chico,  ten  minutes  away,  is  located  on 
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We  also  found  big  changes 
underway  along  the  Douro. 
According  to  Joao  Nicolau  de 
Almeida,  vice-chairman  of 
venerable  producer  Ramos 
Pinto,  "After  over  200  years  of 
being  hopelessly  traditional, 
we're  now  making  terrific  table 
wines  with  the  same  grapes 
we  use  for  port."  That  includes 
Almeida's  elegant  2000  Duas 
Quintas  Reserva,  soft  and 
bursting  with  fruit,  which  is 
already  finding  muitos  amigos 
in  the  United  States. 

Spotting  a  grape-stained 
concrete  tub  in  Almeida's 
winery,  I  couldn't  resist  asking 
if  he  still  used  the  ancient 
Douro  method  of  having  farm 
workers  press  grapes  by  foot. 
"Oh  yes,"  he  replied,  "but  it 
always  works  better  if  you  seat 
them  boy-girl,  boy-girl." 
Elementary,  my  dear  Johnson. 

—BILL  WHITMAN 


14  acres  with  two  freshwater  pools,  two  private  beaches,  tennis  courts  and  a  house  staff  to 
attend  to  your  every  need. 

Though  I  could  have  spent  the  rest  of  my  trip  at  the  resort,  something  about  Jamaica  makes 
one  adventurous.  Royal  Plantation  concierges  will  help  guests  plan  excursions  such  as  a  trip  tc 
Dunn's  River  Falls  or  a  biologist-guided  tour  of  the  forest.  I  opted  for  a  canopy  tour,  where — \ 
after  being  strapped  to  a  zip  line- — I  got  a  bird's-eye  view  of  the  jungle  while  gliding  betweer 
the  trees.  There  is  simply  no  better,  or  more  exhilarating,  way  to  see  the  island.  The  trip  is  di- 
vided into  nine  short,  scream-inducing  flights.  I  could  have  sworn  on  the  final  one  I  felt  some- 
thing— or  someone — shake  the  line.  It  was  probably  a  tree  branch.  A  passing  bird.  Maybe  the 
misplaced  arm  of  the  guide,  who  only  smiled  at  my  suggestion. 

But  perhaps  the  legend  is  wrong.  After  all,  why  would  Annee  Palmer  haunt  an  old  estate 
house  when  she  could  make  trouble  all  the  way  up  here  and  have  such  a  great  view? 

—STEPHANIE  COOPERMAN 


CALIFORNIA 


Bay  watch:  The 
Mandarin  Oriental 
San  Francisco  takes 
the  long  view. 


San  Francisco:  Guests  heading  to  their  rooms  in  San  Francisco's  MANDARIN  ORIENTAL  HOTEL  can 

look  forward  to  an  unusually  long  elevator  ride:  All  the  accommodations  are  on  the  top  11  floors  of  the  city's 
third-tallest  building.  The  intervening  34  floors  are  devoted  to  office-dwellers,  who — poor  souls — don't  get 
room  service.  Once  on  top,  every  guest  gets  a  glue-your-nose-to-the-window  view  over  arguably  the  world's 
most  beautiful  city.  And  up  here,  no  one  is  arguing.  •  During  the  past  decade,  the  Hong  Kong-based 
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rhe  Granddaddy  of  all  ETFs. 

Jince  their  launch  in  1993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest  growing 
nvestments.  It  all  started  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have  the 
lighest  market  value  among  the  more  than  200  ETFs  that  exist  today.  Each  Spider  puts  the  strength  of  the  entire 
>&P  500®  to  work  in  your  portfolio.  That's  500  of  America's  leading  companies  in  every  share.  Spiders  are 
ax-efficient  and  have  low  management  fees.  Like  stocks,  they  can  be  traded  all  day  long,  are  subject  to  similar 
isks,  and,  of  course,  your  usual  brokerage  commission  applies.  This  granddaddy's  been  around,  but  can  still  add 
;ome  muscle  to  any  portfolio.  www.SPDR.com.  Ticker  symbol  Amex:SPY.  The  entire  S&P  500  in  every  share. 
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An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment 
company  carefully  before  investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information, 
go  to  www.SPDR.com  or  call  1-800-843-2639.  Please  read  the  prospectus  carefully  before  investing. 

Since  inception  in  1993,  the  SPDR  Trust  has  distributed  only  $0.16  in  short  and  long-term  capital  gains.  S&P  500*  and  SPDR®  are  trademarks 
of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted 
by  Standard  &  Poor's  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 
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Treasures 

of  £/*TlTANS: 

1950-Present 


National  Jewelry  Institute  at  The  Forbes  Galleries 


THROUGHOUT  HISTORY,  HONOR,  FAME  AND  FORTUNE  HAVE  BEEN  BESTOWED 
on  only  a  small  group  of  individuals:  people  who,  for  example,  have  excelled  in 
the  creative  worlds  of  entertainment,  art  and  fashion,  or  who  have  demonstrated 
extraordinary  financial  acumen  or  headed  governments.  An  even  more  limited  number 
of  those  people  have  truly  been  recognized  as  international  icons:  Dwight  D. 
Eisenhower,  John  F.  Kennedy,  Ronald  Reagan,  Giorgio  Armani,  Maria  Callas,  Andy 
Warhol,  Walter  Annenberg,  Estee  Lauder,  Walter  Cronkite,  Marilyn  Monroe,  Elvis  Presley 
and  Elizabeth  Taylor,  to  name  but  a  few.  These  are  the  people  we  consider  to  be  the 
titans  of  the  second  half  of  the  twentieth  century. 


Dame  Elizabeth  Taylor 

Egg  Scent  Flacon 

Peter  Carl  Faberge,  c.  1900 

Gold,  diamonds,  moonstone,  enamel 

The  Private  Collection  of  Elizabeth  Taylor  By   Brian   Scott   Lip  ton 
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Arts  and  Society 

Umbcrto  Angeloni 
Giorgio  Armani 
Daniel  Boulud 
Maria  Callas 
Jean-Louis  Dumas-Hermes 
Nina  Dyer 
Frederick  Forsyth 
Katharine  Graham 
Jacqueline  Kennedy  Onassis 
Karl  Lagerfeld 
Ralph  Lauren 
Sirio  Maccioni 
Paul  Mellon 
Gerald  Schoenfeld 
Lillian  Vernon 
Andy  Warhol 

Government  and  Royalty 

Madeleine  Albright 
Neil  Armstrong 
Charles  Prince  of  Wales 
Michael  Collins 
Diana  Princess  of  Wales 
Duke  and  Duchess  ofWindsor 
Dwight  D.  Eisenhower 
King  Farouk  I  of  Egypt 
John  F.  Kennedy 
Prince  Alv  Khan 
Princess  Grace  of  Monaco 
Prince  Rainier  III  of  Monaco 
Queen  Elizabeth  II 
Ronald  Reagan 
The  Royal  Family  of  Bahrain 
Margaret  Thatcher 
Harry  S.  Truman 

Sports  and  Entertainment 

Walter  Cronkite 
Maria  Felix 
Helen  Hayes 
Sir  Elton  John 
Vivien  Leigh 
Sophia  Loren 
Marilyn  Monroe 
Elvis  Presley 
George  Steinbrenner 
Dame  Elizabeth  Tavlor 
Ted  Williams 

Industry  and  Finance 

Walter  Annenberg 
William  Bernbach 
Samuel  Bronfman 
William  F.  Bucklev,  Jr. 
B.  Gerald  Cantor 
Roy  Cohn 
Malcolm  S.  Forbes 
Estee  Lauder 
David  Mahoney 
Dilip  R.  Mehta 
Robert  Miller 
David  Ogilvv 
Richard  D.  Parsons 
Lewis  Rudin 
Michael  Steinliardt 
Caspar  Weinberger 


LTHOUGH  THESE  SINGULAR  LEADERS  EXCELLED 
m  at  different  professions,  they  all  shared  in  one 

^^H^^^  goal:  the  pursuit  and  appreciation  of  the 
m  perfect  object  —  one  that  spoke  to  their 

ii»  JKLmm  desire  for  beauty  and  functionality. 

Many  women  preferred  to  express  their  personality  through 
jewelry,  especially  brooches  of  intricate  design  and  precise 
proportions,  while  men  often  favored  cufflinks  that  spoke  to 
their  sense  of  style  and  individuality. 

Other  titans  took  their  greatest  pride  in  treasured  mementos  that  were  given  to 
them,  be  it  by  a  family  member,  colleague  or  professional  organization.  In  all  cases, 
the  object  soon  became  more  than  an  ordinary  gift;  it  developed  personal  signifi- 
cance. Each  of  us  owns  some  object  that  makes  us  feel  just  as  important  as  any  titan, 
an  object  that  reflects  our  own  desires,  personality  and  raison  d'etre. 

That's  one  reason  The  Forbes  Galleries  is  pleased  to  continue  its  partnership  with 
the  National  Jewelry  Institute  (NJI)  with  Treasures  of  the  Titans:  1 950-Present,  on  view 
through  July  22,  2006.  This  stunning  collection  of  more 
than  80  precious  objects  is  the  perfect  fit  for  the  gor- 
geous galleries,  which  housed  the  magnificent 
Faberge  collection  for  many  years.  "When  the 
Faberge  collection  was  returned  to  Russia,  we 
began  looking  for  a  worthy  successor  for  the 
Forbes  Jewelry  Gallery,"  says  Forbes  Vice 
Chairman    and    NJI    Board  Member 
Christopher  "Kip"  Forbes.  "This  excit- 
ing thematic  show  and  other  planned 
NJI  exhibits  are  sure  to  delight  visitors 
from  around  the  world,  just  as  the 
Faberge  once  did." 


The  Duke  and  Duchess  ofWindsor 

Panther  Brooch 

Cartier  Paris,  1949 

Platinum,  gold,  sapphires,  diamonds 

The  Cartier  Collection 
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ARTS  AND  SOCIETY 

MANY  OF  US  BELIEVE  WE  HAVE 
an  eye  for  refinement  and  style. 
The  titans'  intimate  and  personal 
objects  reflect  who  they  are.  So  is 
it  any  wonder  that  their  treasures 
are    particularly  magnificent? 
Moreover,  just  as  these  titans  are  used  to  showing  their 
creations  to  the  outside  world,  they  preferred  to  put 
their  treasures  on  view  in  the  everyday  world  rather 
than  hiding  them  inside  dresser  drawers  or  buried 
in  bank  vaults. 

For  fashion  designer  Giorgio  Armani,  who 
has  redefined  how  we  dress  with  his  elegant 
silhouettes  and  luxurious  materials,  few 
possessions  are  more  prized  than  his 
vintage  Panerai  wristwatch.  Timepieces 
are  also  treasured  by  fellow  designer 
Karl  Lagerfeld  and  superstar  chef 
Daniel  Boulud,  who's  particularly 
proud  of  his  pink  gold  and 
lizard  skin  vintage  watch  by 
Audemars  Piguet. 


Meanwhile,  the  charming  Sirio 
Maccioni,  the  owner  of  the  popu- 
lar New  York  City  restaurant  Le 
Cirque,  is  the  proud  owner  of  a  silver 
Chevaliers  du  Taste vin  cup,  an  essential  tool  for  wine  tasters 
and  vintners  alike  that  is  given  to  members  of  this  exclusive 
club.  Designer  Ralph  Lauren,  one  of  America's  foremost 
lifestyle  experts,  loves  the  unique  silver,  turquoise  and  leather 
Concho  belt  that  is  part  of  his  collection;  Jean-Louis  Dumas- 
Hermes,  the  recently  retired  president  of  his  family's  French 
luxury  goods  company,  dotes  on  his  unusual  travel  case. 

Brooches  are  the  hallmark  of  some  of  the  world's  most  ele- 
gant women.  Opera  singer  Maria  Callas,  known  to  her  fans  as 
"La  Divina,"  looked  particularly  divine  in  Van  Cleef  &  Arpels' 
magnificent  platinum,  diamond  and  ruby  brooch  in  the  shape 
of  a  flower.  The  floral  shape  also  attracted  the  ever-elegant 
Jacqueline  Kennedy  Onassis,  who  treasured  a  gold  brooch  by 
Zolotas.  Katharine  Graham,  the  publisher  of  The  Washington 
Post  and  Newsweek,  always  shone  in  Tiffany  &  Co.'s  gold  and 
diamond  Sun  Brooch.  Lillian  Vernon,  who  became  one  of  the 
world's  most  successful  entrepreneurs,  was  particularly  taken 
with  a  nineteenth-centurv  gold  and  diamond  brooch. 


Giorgio  Arman 

Wristwatch 
Panerai,  1934 
Gold,  leather 
Giorgio  Armani  Personal  Collect. 


Top:  Ralph  Lauren 

Concho  Belt 

Maker  unknown,  c.  1940 
Silver,  turquoise,  leather 
Ralph  Lauren  Private  Collection 


Above:  Jacqueline  Kennedy  Onassis 

Flower  Brooch 
Zolotas,  c.  1960 
Gold 

Private  Collection,  New  York 


Van  Cleef  &  Arpels 

1906  o  2006:  A  Century  of  Glamour  and  Excellence 

EW  YORK    PALM  BEACH    BEVERLY  HILLS    BAL  HARBOUR    CHICAGO    SOUTH  COAST  PLAZA    AMERICANA  MANHASSET 
PARIS    MONTE-CARLO    GENEVA    LONDON    TOKYO    BEIJING  MOSCOW 

www.vancleef-arpels.com  O  800-VCA-5797 
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Jewelry  wasn't  favored  only  by  women;  some  of  the  world's  most  renowned 
men  used  their  accessories  to  speak  volumes  about  their  personalities.  In  his 
own  collection,  Andy  Warhol,  a  leader  of  the  Pop  Art  movement  and  one  of 
America's  most  successful  artists,  treasured  a  vintage  gold,  diamond  and  ruby 
bracelet  created  by  the  legendary  jewelry  designer  Seaman  Schepps.  Novelist 
Frederick  Forsyth,  the  author  of  the  bestselling  The  Day  of  the  Jackal,  often 
sported  a  necklace  made  from  a  gold  and  nickel  bullet  —  the  same  bullet 
that  nearly  hit  him  while  he  was  covering  the  conflict  between  Nigeria  and 
Biafra  in  1968. 

The  importance  of  choosing  just  the  right  gift  cannot  be  underestimated. 
Philanthropist  Paul  Mellon 's  thoughtful  retirement  gift  to  John  Walker,  the 
former  director  of  the  National  Gallery,  was  a  stunning  gold  Meteor  Box  made 
by  Tiffany  &  Co.'s  Jean  Schlumberger,  while  Gerald  Schoenfeld,  the  head  of 
Broadway's  powerful  Shubert  Organization,  enjoys  displaying  a  c.  1903  box  of 
gold-painted  tin,  filigree  and  beveled  glass  that  commemorates  the  350^ 
performance  of  The  Chinese  Honeymoon,  a  turn-of-the-century  play  produced  by 
the  Shubert  brothers. 


Top:  Frederick  Forsyth 

Bullet  Necklace 
Maker  unknown,  1970 
Gold,  cupro-nickel 
Frederick  Forsyth 

Above:  Princess  Grace  of  Monaco 

Earrings 
Van  Cleef  &  Arpels 
Platinum,  diamonds 
His  Serene  Highness  Prince  Albert  II  of  Monaco 

Right:  Andy  Warhol 

Bracelet 
Seaman  Schepps,  1940 
Gold,  diamonds,  rubies 
Primo'ero  Gallery,  NewYork 


GOVERNMENT  AND  ROYALTY 

IT  IS  ONLY  FITTINGTHATTHE  GREATESTWORLD  LEADERS  OF 
the  twentieth  century  possessed  items  of  beauty  and  elegance  that  spoke 
to  their  position  and  significance,  whether  it  was  an  object  they  person- 
ally selected  or  a  commemorative  item  that  was  designed  in  their  honor. 
Few  things  in  life  could  truly  match  the  beauty  of  Oscar-winning 
film  star  Grace  Kelly,  who  left  behind  her  Hollywood  life  to  become 
Princess  Grace  of  Monaco.  Among  Princess  Grace's  favorite  possessions  were  a 
pair  of  platinum  and  diamond  earrings  from  Van  Cleef  &  Arpels  and  a  gold  and 
ruby  wristwatch  by  Vacheron  Constantin.  For 
his  part,  her  husband,  Prince  Rainier  III, 
was  rightly  enamored  of  a  magnificent 
gold,  ruby  and  diamond  desk  set  that 
bore  his  initials. 


Diamond  jeweler.  New  York  703  Fifth  Avenue  -  Beverly  Hills  401  North  Rodeo  Drive 
Talisman  Collection  :  Babylon  Ring,  Sun  Signet  Ring  -  www.debeers.com 
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THE  CURRENT  BRITISH  ROYAL  FAMILY  IS 
known  for  its  modesty  and  good  taste.  For  example, 
Dunhill  created  two  lighters  for  Queen  Elizabeth  II 
that  mark  major  milestones  in  her  life:  an  antiquated 
brass  and  leather  Coronation  tankard  lighter,  which 
she  was  given  when  ascending  the  throne  in  1953,  and 
a  silver  monogrammed  lighter  in  honor  of  her  Silver  Jubilee.  Cartier 
designed  for  her  son,  Prince  Charles,  a  beautiful  set  of  gold  cufflinks, 
inscribed  with  his  heraldic  badge  of  three  ostrich  feathers.  Another  treas- 
ure of  Prince  Charles  is  his  Investiture  Crown,  made  of  gold,  diamonds 
and  emeralds.  Charles'  first  wife,  Princess  Diana,  was  fond  of  a  Dunhill 
silver-plated  cigarette  lighter  that  featured  a  portrait  of  the  couple  on 
their  wedding  day. 

"I'm  extraordinarily  patient,  provided 
I  get  my  own  way  in  the  end!' 

Margaret  Thatcher  (b.  1925) 

But  no  member  of  the  British  royal  family  was  a  greater  admirer  of 
beautiful  things  than  the  Duchess  of  Windsor.  The  former  Wallis 
Simpson  was  one  of  the  world's  most  stylish  women,  as  was  evidenced 
by  her  magnificent  array  of  jewelry,  including  a  Cartier  panther  clip  with 
sapphires  and  diamonds. 


Top:  Malcolm  S.  Forbes 

Imperial  Presentation  Cigarette  Case 
Peter  Carl  Faberge,  c.  1900 
Gold,  diamonds,  sapphire 
Estate  of  Mrs.  Roberta  Forbes 

Above:  Diana  Princess  of  Wales 

Lighter 
Dunhill,  1981 
Silver  plate 
Dunhill  Museum  S^Archive 

Right:  Charles  Prince  of  Wales 

The  Investiture  Crown  of 
His  Royal  Highness  The  Prince  of  Wales 
Louis  Osman,  1969 
Gold,  diamonds,  emeralds 
Lent  by  Her  Majesty  Queen  Elizabeth  II 
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Right:  Dwight  D.  Eisenhower 

Medallion  with  Watch 
Medallion:  Maker  unknown;  Watch:  I'iaget  &  Co.,  1957 

Gold 

Anne  Eisenhower 

Below.  Michael  Collins 

Lunar  Module 
Carrier  New  York,  1969 
Gold,  lacquer,  enamel 
The  Carder  Collection 


It  isn't  just  European  royalty  who 
have  an  appreciation  for  items  of 
remarkable  beauty. 

The  Royal  Family  of  Bahrain  took  great 
pleasure  in  a  gold  and  emerald  Dunhill  cigarette 
lighter.  King  Farouk  I  of  Egypt,  who  succeeded  his 
father  at  the  age  of  16,  loved  his  gold  and  diamond  night- 
cap by  Mellerio  dits  Meller.  Prince  Aly  Khan,  the  former  Vice 
President  of  the  United  Nations  General  Assembly,  was  quite  fortunate  to  have  in 
his  possession  Carrier's  innovative  Miniature  Prism  Clock,  crafted  of  gold  and 
rock  crystal  and  ingeniously  designed  so  that  the  dial  appears  through  reflection 
when  placed  at  a  specific  angle. 

"Men  make  history  and  not  the  other  way  around. 
In  periods  where  there  is  no  leadership, 
society  stands  still" 

Harry  Truman  (1884-1972) 

America  may  not  have  royalty  per  se,  but  its  great  leaders  also  had  their  share 
of  truly  great  treasures.  President  Harry  Truman,  who  helped  America  return 
to  postwar  prosperity,  favored  a  platinum  and  diamond  Masonic  lapel  pin,  while 
his  successor,  Dwight  D.  Eisenhower,  who  was  instrumental  in  helping 
America  win  World  War  II,  took  great  pride  in  a  rare  gold  medallion,  which 
commemorates  the  sailing  of  the  Mayflower  II,  with  a  Piaget  &  Co.  clock. 
President  John  F.  Kennedy  was  the  epitome  of  elegance,  but  he  also  had  a 
whimsical  side  —  as  one  could  see  from  a  pair  of  gold  cufflinks  in  the 
shape  of  rocking  chairs.  President  Ronald  Reagan  often  sported  acces- 
sories that  harked  back  to  his  fascination  with  the  Old  West,  such  as  a 
^        leather  and  Sti  rling  silver  bolo  tie. 

Madeleine  Albright,  the  first  woman  to  become  U.S.  Secretary  of 
State,  marked  the  momentous  occasion  of  her  swearing-in  by 
buying  herself  a  truly  gorgeous  gold,  diamond,  ruby  and  pearl 
brooch  in  the  shape  of  an  eagle.  Unfortunately,  the  clasp 
became  loose  during  the  ceremony;  as  a  result,  the  brooch 
got  turned  around  and  could  not  be  seen  properly.  In  other 
cases,  the  best  presents  came  from  outside  admirers. 
Astronauts  Neil  Armstrong  and  Michael  Collins,  who 
made  history  as  part  of  the  Apollo  1 1  team  that  first 
walked  on  the  moon,  were  given  the  ultimate 
mementos  by  the  French  newspaper  Le  Figaro: 
miniature  versions  of  their  world-famous  lunar 
module,  created  by  Carrier. 
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SPORTS  AND  ENTERTAINMENT 

WHILE  AMERICANS  HAVE  LONG  ADMIRED 
entertainers  for  their  talents,  we  have  also  taken 
our  style  cues  from  movie  stars  and  musicians. 
Indeed,  their  physical  beauty  was  often  reflected 
in  the  exquisite  objects  they  wore  in  public  or 
displayed  lovingly  in  their  homes  for  family  and 
friends,  who  could  share  their  appreciation  of  these  special  works  of  art. 

One  of  the  greatest  stars  of  all  time,  two-time  Academy  Award  winner 
Elizabeth  Taylor,  practically  defines  the  word  glamour,  which  is  why  the  Forbes 
family  gave  her  an  exquisite  Faberge  egg  scent  flacon  made  of  gold,  dia- 
monds, moonstone  and  enamel.  The  beautiful  and  sexy  Marilyn 
Monroe  appreciated  her  Mikimoto  cultured  pearl  necklace,  given 
to  her  by  Joe  DiMaggio.  Sophia  Loren  favors  the  masterful  ere- 
ations  of  Bulgari,  such  as  the  stunning  gold  and  diamond  circular 
necklace  and  matching  earrings  she  wore  for  many  special  events. 

Maria  Felix,  one  of  the  best-known  Mexican  movie  stars  of  all  time,  was 
particularly  enamored  of  reptiles  and  Carrier's  specially  made  bejeweled 
and  shockingly  lifelike  —  snake  necklace. 


Above:  Sophia  Loren 

Necklace  and  Earrings  Set 
Bulgari,  1992 
Gold,  diamonds 
Bulqan  Collection 

Below.  Maria  Felix 

Snake  Necklace 
Cartier  Paris,  1968 
Platinum,  gold,  diamonds, 
The  Canier  Collection 


emeralds,  enamel 
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The  incredibly  talented  Vivien  Leigh,  a  two-time  Oscar  winner,  was 
also  a  Cartier  fan.  Among  her  prized  possessions  she  held  a  gold  and 
ruby  powder  case,  which  had  been  specially  inscribed  for  her  with  her 
initials  and  the  date,  1952. 

Sir  Elton  John,  one  of  the  world's  most  beloved  singers  and  com- 
posers, is  another  iconic  figure  who's  no  stranger  to  the  brilliance  of 
Cartier,  such  as  a  one-of-a-kind  gold,  ruby  and  diamond  globe  brooch 
commissioned  by  Alain  Dominique  Perrin,  the  then-CEO  of  luxury 
goods  house  Richemont,  in  honor  of  John's  1989-1990  world  tour. 
One  ol  the  few  singers  whose  career  rivals  Elton  John's  is  Elvis  Presley, 
the  King  of  Rock  and  Roll  himself.  Like  John,  Presley  had  both  a  slew 
of  gold  records  and  a  fondness  for  gold  in  his  everyday  life,  such  as 
Dunhill's  classic  gold  Rollagas  cigarette  lighter. 

Other  icons  were  also  the  recipients  of  some  very  special  items 
that  signify  their  greatness.  CBS  newscaster  Walter  Cronkite,  once 
considered  "the  most  trusted  man  in  America,"  received  the  World 
Federalist  Association's  Norman  Cousins  Global  Governance  Award, 
made  of  amethyst,  in  1999;  and  Helen  Hayes,  the  so-called  First  Lady  of 
the  American  Theater,  was  presented  with  a  sterling  silver  box  during  her 
successful  run  in  the  Broadway  play  Victoria  Regina. 


Top:  Vivien  Leigh 

Powder  Case 

Cartier  New  York,  1946 

Gold,  rubies 

The  Cartier  Collection 


Top  left:  Sir  Elton  John 

Brooch 

Cartier  London,  1989 
Gold,  rubies,  diamonds 
The  Cartier  Collection 


Bottom  left:  Elvis  Presley 

Lighter 
Dunhill,  1967 
Gold 

Dunhill  Museum  Si^Archive 


THE     ORIGINATOR    OF     CULTURED    PEARLS.     SINCE    189  3. 
NEW  YORK        BEVERLY   HILLS        SOUTH   COAST   PLAZA        LAS  VEGAS 
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"Winning  is  the  most 
important  thing  in  my  life, 
after  breathing. 
Breathing Jir st,  winning  next" 

George  Stcinbrenner  (b.  1 9i0) 


Top:  Walter  Cronkite 

Norman  Cousins  Global  Governance  Aw  ard 
Maker  unknou  n 
Amethyst 
Wither  Cronknc.  Journalist 

Above  left:  Robert  Miller 

Wristu  atch 
Rolex,  2005 
Stainless  steel 

Awarded  for  the  Rolex  Transatlantic  Challenge 
Robert  W.  Miller 


Sports  world  legend  Ted  Williams,  the  Boston  Red  Sox  left  fielder 
who  is  still  regarded  as  one  of  the  greatest  baseball  players  of  all  time, 
received  few  greater  gifts  in  his  life  than  Black,  Starr  &  Gorman's  silver 
box,  which  was  designed  to  hold  the  ball  with  which  he  scored  his 
512th  home  run.  One  of  the  favorite  purchases  ever  made  by  George 
Stcinbrenner,  owner  of  the  New  York  Yankees,  was  the  Four  Stars 
belonging  to  the  famed  General  Norman  Schwarzkopf  that  he  bought  at 
a  charity  auction . 

INDUSTRY  AND  FINANCE 

THE  MEN  AND  WOMEN  WHO  MADE  THEIR 
mark  in  the  business  world  also  showed  their  unpar- 
alleled acumen  in  the  treasures  they  amassed  during 
their  lifetimes.  Media  magnate  and  Ambassador  to 
the  Court  of  St.  James  Walter  Annenberg  under- 
stood all  too  well  that  time  was  money.  Perhaps  that 
is  why  his  gold,  enameled  and  jeweled  pocket  watch  by  Cartier  was  so 
important  to  him.  Entrepreneur  Robert  Miller,  creator  of  dutv-free 
shopping,  is  also  one  of  the  world's  foremost  yachtsmen.  His  Rolex 
wristwatch  is  a  treasured  reminder  of  many  memorable  moments  aboard 
the  MAK1  CHA  /('during  the  annual  Rolex  Transatlantic  Challenge. 

David  Ogilvy,  founder  of  Ogilvy  &  Mather,  created  ad  campaigns  for 
Schweppes  and  Rolls  Rovce  that  are  still  talked  about  today.  His  personal 
collection  featured  a  unique  set  of  eighteenth-century  silver  marriage 
cups.  Meanwhile,  David  Mahoney,  who  began  his  career  in  the  world  of 


■ 
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LEASE  SAVOR  RESPONSIBLY 
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"The  men  who  are  going 
to  be  in  business  tomorrow 
are  the  men  who 
understand  that  the 
juture,  as  always,  belongs 
to  the  brave." 

William  Bernbach  (1911-1982) 
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Top:  Dilip  R.  Mchta 

Ganesha  Statue 
ROSIBLU,  2006 
Gold,  diamonds,  rubies 
Rosy  Blue  N.  V. 

Above:  Richard  D.  Parsons 

Cufflinks 
Tiffany  &  Co. 
Gold,  diamonds 
Private  Collection 


advertising  but  eventually  became  CEO  of  consumer  conglomerate 
Norton  Simon,  had  a  great  fondness  for  a  cufflink  and  stud  set  from 
Tiffany  &  Co.  made  of  gold,  malachite  and  diamonds.  Another  cufflink 
aficionado  is  one  of  the  most  recognized  African-American  executives 
in  the  entertainment  industry,  Time  Warner  CEO  Richard  Parsons, 
who  also  serves  on  the  boards  of  Howard  University,  Citigroup,  The 
Museum  of  Modern  Art  and  the  Committee  to  Encourage  Corporate 
Philanthropy,  among  others. 

Many  men  have  shown  not  only  their  sense  of  style,  but  also  their 
appreciation  of  some  of  the  world's  foremost  artists  through  the  cuf- 
flinks they  wore.  Malcolm  S.  Forbes,  the  late  editor-in-chief  and  pub- 
lisher of  Forbes,  had  an  extraordinary  passion  for  the  works  of  the  great 
Russian  jeweler  Peter  Carl  Faberge,  whose  brilliance  can  be  seen  in  a 
pair  of  gold,  diamond  and  enamel  turn-of-the-century  Imperial  Crown 
cufflinks.  B.  Gerald  Cantor,  the  founder  of  the  brokerage  firm  Cantor 
Fitzgerald,  fell  in  love  with  the  sculptures  of  Auguste  Rodin  and  eventu- 
ally amassed  over  750  of  his  works.  So  it's  no  surprise  that  he  frequently 
wore  a  pair  of  Rodin-inspired  cufflinks. 

Other  titans'  interests  are  displayed  through  cherished  pieces  of 
memorabilia,  such  as  the  bison  desk  statue  owned  by  Samuel 
Bronfman,  the  Canadian  industrialist  who  turned  Seagram's  into  one 
of  the  world's  largest  distributors  of  alcoholic  beverages. 


ADVERTISEMENT  20 


Top  right:  William  F.  Buckley,  Jr. 

Scrimshaw  Walrus  Tusk 
David  Lazarus,  1985 
Walrus  Tusk 
Private  Collection 

Above:  Michael  Steinhardt 

Torah  Shield  ( Tas) 
Lazarus  Poscn  Frankfurt,  1887 
Gilded  silver,  lapis,  enamel,  red  stones 
Collection  of  Michael  and  Judy  Steinhardt,  NewYork 

Below.  Estee  Lauder 
Inkwell 

Maker  unknown,  late  19th  century 
Brass,  marble 
Collection  of  Estee  Lauder  Companies 


Writer  William  F.  Bucklcv,  Jr., 
treasures  the  scrimshaw  walrus  tusk  given  to 
him  by  his  son,  ForbesLife  editor  Christopher  Buckley,  as 
a  memento  of  their  30-day  sailboat  trip  from  Hawaii  to  New 
Guinea,  while  cosmetics  queen  Estee  Lauder  adored  her  brass  and  marble 
inkwell.  Michael  Steinhardt,  one  of  the  world's  most  successful  hedge-fund 
managers  and  currently  the  Chairman  of  the  Board  of  the  Jewish  Life 
Network,  is  honored  to  possess  a  nineteenth-century  Torah  Shield  (Tas) 
made  of  gilded  silver,  lapis,  enamel  and  red  stones. 

Lewis  Rudin,  who  ran  one  of  New  York's  most  important  real-estate 
dynasties  with  his  brother  Jack,  was  known  to  many  as  "Mister  New  York."  It 
was  therefore  only  fitting  that  he  was  presented  with  an  honorary  New  York 
Police  Department  shield  for  his  commitment  to  the  Big  Apple.  Dilip  Mehta, 
one  of  the  world's  foremost  diamond  experts  and  President  and  CEO  of  the 
Rosy  Blue  Group,  certainly  knows  a  treasure  when  he  sees  it.  Among  his 
most  prized  possessions  is  a  statue  of  Ganesha,  the  elephant-headed  Indian 
god  who  symbolizes  wisdom  and  good  luck,  designed  by  ORRA  out  of  gold, 
rubies  and  a  large  uncut,  unpolished  diamond. 

These  amazing  men  and  women  shaped  the  second  half  of  the  twentieth 
century,  earning  our  admiration  and  respect.  We  are  fortunate  to  be  able  to 
admire  their  accomplishments  —  and  equally  important,  their  one-of-a-kind 
treasures  —  at  The  Forbes  Galleries  in  this  extraordinarv  exhibition.  • 
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Marilyn  Monroe 

Necklace 
Mikimoto 
Pearl 

Miktmntn  America  Co.  ltd. 


Treasures  of  the  Titans:  1950-Present 

can  be  viewed  at  The  Forbes  Galleries, 
located  at  62  Fifth  Avenue  at  12th  Street,  New  York,  NY, 
from  March  24,  2006,  through  July  22,  2006. 

The  Galleries  are  open  to  the  public  Tuesday  through  Saturday 
from  10  a.m.  to  4  p.m.,  free  of  charge. 

For  additional  information  about  the  exhibition  or  The  Galleries, 
please  call  212-206-5548  or  visit  www.forbesgalleries.com. 


About  the  NATIONAL  JEWELRY  INSTITUTE 


OFFICERS 
Ashton  Flawkins,  Chairman 
Ralph  Esmerian,  Vice  Chairman 
Judith  Price,  President 


The  National  Jewelry  Institute  (NJI)  was  formed  m  2002  as  a  not-for-profit 
institute  whose  mission  is  to  preserve,  research  and  exhibit  fine  jewelry  from  all  over  the 
world.  The  National  Jewelry  Institute  has  held  exhibitions  in  New  York,  London  and 
Paris  and  will  regularly  hold  exhibitions  at  The  Forbes  Galleries. 


DIRECTORS 
Herve  Aaron 
Yvonne  Brunhammer 
Andre  Chervin 
Christopher  Forbes 
Chantal  Miller 
Peter  O.  Price 


NATIONAL  JEWELRY  INSTITUTE 

Executive  Offices 

40  West  57th  Street,  20th  Floor 

New  York,  NY  10019 

T  212-541-9459 

For  more  information,  please  contact  jberk@nationaljewelryinstitute.org 
or  visit  www.nationaljewelryinstitute.org 


Many  thanks  to  AXA  Art  Insurance  Corporation,  Cartier,  Christian  Dior,  The  Citigroup  Private  Bank,  DeBeers  TV,  Giorgio  Armani, 
Giorgio  Armani  Code,  Hennessy,  Hermes,  Macallan,  Mikimoto  and  Van  Cleef  S^Arpels  for  their  support  of  this  program. 

This  exhibition  would  not  have  been  possible  without  the  generous  support  of  our  sponsors: 

Cartier     CltigrOUpJ      Van  Cleef  &  Arpels 

private  bank 
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Bulgari  Collection  N.Welsh  lor  The  Cartier  Collection         Private  Collection  of  Elizabeth  Tavlor 

Dunhill  Museum  &  Archive  Patrick  D.  Pagnano 


Design:  Pagnano  &  Pagnano  Design /Photo  Inc. 


AXA 


ADVERTISEMENT 


Art  Insurance 


Q&^A  with  Christiane  Fischer, 

CEO,  AXA  Art  Insurance  Corporation 


Q:  Why  is  AXA  Art  Insurance  a  founding  member  of  the 
National  Jewelry  Institute? 

We  are  avid  supporters  of  many  initiatives  dedicated  to  preserving  our  cultural  her- 
itage. For  example,  we  sponsor  conservation  research  projects  with  museums  such 
as  the  Guggenheim  and  the  Museum  of  Modern  Art,  where  they  are  investigating 
restoration  techniques  for  monochromatic  paintings,  and  we're  sponsoring  anoth- 
er project  with  conservators  at  the  Vitra  Design  Museum  to  research  new  methods 
to  help  prevent  the  deterioration  of  objects  made  out  of  plastic  materials.  As  you 
can  see,  the  mission  of  the  National  Jewelry  Institute  perfectly  complements  our 
commitment  to  the  preservation  of  objects  that  carry  a  profound  meaning  to  both 
current  and  future  generations. 

Q:  Is  jewelry  as  important  to  our  cultural  heritage  as  fine  art? 

Absolutely.  Jewelry  can  be  used  to  assert  power,  wealth  or  even  style.  Moreover,  each 
piece  reveals  not  just  its  creator's  culture  and  imagination,  but  links  it  to  a  particular 
time  and  place.  I  think  we  can  also  all  admire  the  endless  diversity  of  jewelry  objects, 
whether  they  are  made  of  precious  stones,  metals,  alloys  or  even  feathers.  Further, 
when  a  viewer  gazes  at  any  object  belonging  to  a  bygone  owner  —  whether  it's  a 
bracelet,  ring  or  necklace  —  it  can  create  an  intimate  bond  between  them.  In  short, 
jewelry  speaks  to  everyone. 


Q:  What's  the  difference 
between  insuring  jewelry  and 
other  types  of  collections? 

There  are  some  variables  between 
jewelry  and  the  other  types  of  objects 
we  insure,  such  as  a  Monet  painting,  a 
Japanese  maple  tree  or  a  Chippendale 
table.  For  example,  the  painting  is 
more  prone  to  damage  in  transit, 
while  a  small  jewelry  item  is  an  easier 
target  for  theft  or  simple  loss.  We  take 
these  specific  vulnerabilities  of  each 
collection  into  account  before  arriv- 
ing at  a  solution  that  gives  the  client 
maximum  protection. 


AXA  Art's  Fine  Art  experts  at  work 
with  an  underwriter 


Q:  How  can  the  client  be  sure  your  assessments  are  correct? 

We  employ  more  than  50  art  historians  around  the  world,  whose  specialties  cover 
many  centuries  and  cultures. They  are  always  out  in  the  galleries,  lollowing  the  auc- 
tion results  and  maintaining  close  relationships  with  other  art  mar- 
ket players.  Moreover,  not  only  is  each  one  of  them  skilled  in  read 
ing  appraisals,  but  they  communicate  with  each  other  il  they  need 
additional  information  about  the  marketplace  or  one  particular 
item.  The  unique  aspect  of  AXA  Art  lies  precisely  in  their  knowl- 
edge. That's  why  so  many  people  trust  us. 

ART 


Christiane  Fischer 


AXA  Art  Insurance  is  the  world's 
only  specialist  focusing  exclusively 
on  insuring  art  and  other  valuable 
objects.  Its  clients  include  a  large 
spectrum  of  collections,  valued  from 
$200,000  to  over  $200  million.  Part  of 
AXA  S.A.,  a  world  leader  in  financial 
protection  and  wealth  management, 
AXA  Art  Insurance  has  offices  in  over 
a  dozen  major  cities  around  the 
globe.  In  a  recent  interview,  Christiane 
Fischer,  chief  executive  officer,  AXA 
Art  Insurance  Corporation,  spoke 
about  the  company's  business  goals, 
practices  and  its  involvement  with  the 
National  Jewelry  Institute. 


Mary  Hoeveler,  Head,  Art  Advisory  Service 
 The  Citigroup  Private  Bank 


Q:  Are  you  bankers  or  art  professionals? 

A:  We  are  art  historians.  Art  is  our  passion.  However,  Citigroup  was  the  first  to  acknowledge  that  art  is  also 
an  asset  —  and  a  valuable  asset. 


Q:  What  services  do  you  offer  to  your  clients? 

A:  Advice  on  the  purchase  and  sale  of  art  is  first  and  foremost.  We  bring  objectivity  and  expertise  to  a 
decision  that  is  often  emotional. 


Q:  And  subjective,  too. 

A:  Clients'  tastes  vary,  of  course.  It  is  important  that  we  understand  what  they  love  or  find  interesting. 
The  painting,  after  all,  will  hang  on  their  wall.  At  the  same  time,  we  work  to  ensure  that  they're 
buying  something  of  quality  and  enduring  value. 


Q:  Are  most  of  your  clients  sophisticated  collectors? 

A:  Many  are,  and  they  look  to  us  to  add  to  and  maintain  their  collections.  But  we  also  have  clients  who  are 
just  starting  out  and  want  to  learn. 


Q:  Do  they  regard  art  as  another  investment  opportunity  within  Citigroup? 

A:  Collecting  art  is  a  pleasure,  but  it  requires  knowledge  to  appreciate  in  worth.  My  advice  to  clients  is: 
Buy  with  your  head  as  well  as  your  heart. 

citigroupT 

private  bank 

flunking  for  Generations  ' 


"The  Citigroup  Private  Bank"  is  a  business  of  Citigroup  Inc.,  which  provides  its  clients  access  to  a  broad  array  of  products  and  services  available  through  bank  and 
non-bank  affiliates.  Not  all  products  and  services  are  provided  by  all  affiliates  or  are  available  at  all  locations.  For  more  information,  contact  a  private  banker  or  relation- 
ship manager.  ©2006  Citigroup.  All  rights  reserved. 


Investment  Products:  •  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value 
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Travel 


ist  is  the  new  West: 
in  Francisco's 
andarin  Oriental 


ACKABLE 


I  Consider  the  novella.  Practiced  by  masters  of  world  literature; 
f-   requiring  mere  hours  of  readerly  commitment;  stows  neatly 
carry-on.  The  last  quality  makes  the  boldly  designed  paperbacks 
>m  Hoboken,  New  Jersey-based  independent  publisher  Melville 
juse  especially  good  travel  companions.  Their  Art  of  the  Novella 
ries  includes  medium-length  favorites  such  as  Gustave  Flaubert's 
rst  Love,  Arthur  Conan  Doyle's  The  Hound  of  the  Baskervilles, 
srman  Melville's  Bartleby  the  Scrivener,  plus  a  few  neglected 
asterpieces:  Fyodor  Dostoevsky's  The  Eternal  Husband  and 
so  Tolstoy's  The  Devil  (of  near-equivalent  literary  merit  and 
uch  lighter  ballast  than,  respectively,  The  Brothers  Karamazov 
id  War  and  Peace).  $9  each,  www.mhpbooks.com/novella. 


Mandarin  Oriental  Hotel  group  has  been  expanding 
throughout  the  U.S.,  bringing  its  greatest  hits  of 
colonial  Chinese  culture  to  such  barbarian  outposts  as 
New  York,  Miami  and  Washington,  D.C.  But  the  San 
Francisco  hotel,  opened  in  1987,  was  the  first  Mandarin 
on  this  continent  and  has  now  achieved  the  status  of  a 
classic.  Step  into  the  small,  circular  lobby  with  its  styl- 
ized Chinese-patterned  marble  floor,  and  suddenly  you 
are  in  a  world  of  Far  Eastern  luxury  that  seems  exotic 
even  for  San  Francisco.  In  fact,  you'd  be  excused  if  the 
urban  harbor  setting  and  the  hotel's  elegant  Asian  digs 
made  you  believe  you  were  back  in  Hong  Kong.  But 
suppress  that  desire  to  dash  out  and  buy  a  fake  Rolex, 
because  the  Mandarin  is  in  truth  smack  in  the  middle 
of  San  Francisco's  financial  district,  so  close  to  the  pyra- 
mid-shaped Transamerica  Tower  that  guests  in  the 
penthouse  suites  can  practically  pick  their  teeth  with  it. 
The  Mandarin  consistently  places  on  the  usual  "Top  Ten  Hotels"  in  the  U.S.  lists,  but  rather 
than  rest  on  their  pillow  mints,  the  hotel's  managers  have  decided  to  give  the  place  a  face-lift. 
Quicker  than  you  can  say,  "We've  been  expecting  you,  Bond,"  the  Mandarin  is  tossing  out 
its  ornamental  country  club-style  furnishings  and  cheery  fabrics 
in  favor  of  darker  colors  and  a  cooler,  more  minimalist  look  for  its 
accommodations.  It  is  a  bold  transformation,  but  happily  the  one 
thing  that  is  most  useful  in  each  room  remains:  the  binoculars. 

That  glow-in-the-dark  ChapStick  on  the  nearby  hill  is  actually 
Coit  Tower.  The  Golden  Gate  glows  in  the  distance  like  a  Tinker- 
toy.  And  Alcatraz  seems  to  bob  in  the  Bay  like  a  missing  Teamsters 
official.  So  very  hard  to  think  of  all  those  gray,  damp  prison 
cells  while  the  hotel  staff  welcomes  you  to  your  room  with 

a  pot  of  jasmine  tea.  Hard,  but  strangely... gratifying.  More  tea,  sir? 

The  Mandarin's  service  is  justifiably  legendary,  from  the 
two  maid  services  a  day  (note  to  self:  next  time  bring  rock 
entourage)  to  some  of  the  most  savvy  concierges  in  the  city. 
So  renowned  is  the  Mandarin's  concierge  service  that  one 
travel  writer  I  know  admits  to  making  (gasp)  fake  reserva- 
tions at  the  Mandarin  for  the  sole  purpose  of  having  its 
concierges  get  him  into  local  hot  spots.  I  got  the  real  deal — 
the  Mandarin's  fixer  even  set  me  up  with  the  hotel's  roving 
complimentary  limousines  so  I  could  escape  once  my  credit 
card  couldn't  take  it  anymore. 

But  the  Mandarin  can  be  a  destination  unto  itself,  from 
its  excellent  fusion  restaurant,  Silks,  to  imaginative  design 
details  in  the  rooms  like  the  marble  tub  set  against  a  full- 
wall  plate-glass  window  where  I  soaked  one  evening  while 
the  nightly  fog  bank  rolled  in  from  the  Pacific,  obscuring 
the  city  below  in  a  thick  carpet  of  white.  Here,  in  my  aquatic 
version  of  Mount  Olympus,  I  shared  the  clear  evening  sky 
with  the  distant  mountains  and  the  top  of  the  Golden  Gate 
Bridge.  The  best  spectacle  in  San  Francisco  is  San  Francisco 
itself,  and  from  35  floors  up,  you're  guaranteed  a  ringside 
bathtub.  — FINN-OLAF  JONES 


Mandarin  Oriental  San 
Francisco,  222  Sansomc 
St.,  San  Francisco, 
CA  94104.  Rooms  $415  per 
night.  (415)  276-9888, 
www.  mandarinoriental.com. 
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AUSTRIA 

Salzburg:  Mozart  cannot  have  loved 

Salzburg  much.  He  was  born  there,  true.  But 
by  age  seven,  he  was  a  road  warrior,  mak- 
ing his  family's  fortune  at  the  keyboard  and 
composing  instrumental  bonbons  for  audi- 
ences from  Vienna  to  London.  At  14,  he  was 
penning  operas  in  Milan.  His  association 
with  his  hometown  came  to  an  abrupt  end 
when  the  chamberlain  to  the  archbishop  of 
Salzburg  dismissed  him  from  service  with  a 
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Salzburg  is  tuning 
up  for  Mozart's 
250th  birthday. 


figurative  kick  in  the  pants.  Mozart  was  25  at  the  time. 

Now,  on  the  250th  anniversary  of  his  birth,  Salzburg  loves 
Mozart  a  lot.  And  why  not?  He  is  its  livelihood.  The  egg-yolk- 
yellow  house  where  he  was  born — Mozarts  Geburtshaus — stands 
on  the  Getreidegasse,  a  narrow  lane  of  shops  and  restaurants  in 
the  very  heart  of  town,  a  scene  of  chronic  pedestrian  gridlock. 
Beyond  the  historical  doors  lies  a  not  very  fascinating  trove  of 
memorabilia  and  didactic  exhibits.  You  will  not  go  far  without 
discovering  the  Mozartkugel  (literally,  "Mozart  ball"),  consisting 
of  a  core  of  marzipan  and  layers  of  nougat,  the  whole  enrobed  in 
dark  chocolate  and  wrapped  in  foil  bearing  the  likeness  of  the 
composer  in  a  powdered  wig. 

The  town  center's  Baroque  churches  and  fountains  and  the 
surrounding  picture-postcard  landscape — jagged  Alps  dotted 
with  pristine  lakes  and  meadows — attract  day-trippers  of  every 
persuasion.  The  Sound  of Music  was  filmed  nearby;  buses  tour  the 
locations  dairy.  But  the  incontestable  i 
main  event  is  the  SALZBURG  FESTIVAL 
in  July  and  August.  The  unrivaled  an- 
nual jamboree  of  the  classical-music 
and  opera  world,  it  is  also  the  play- 
ground for  international  plutocrats 
who  summer  like  royalty  in  the  nearby 
countryside  to  an  accompaniment  of 
popping  corks. 

Though  the  festival's  antecedents 
go  back  nearly  a  half  century  further, 
the  institution  as  it  exists  today  dates 


Salzburg  Festival  ticket 
office:  0II-43-G62-8 
500  or  www.salz 
festival. at.  Austrian  to 
office:  (212)  944-6 
www.austria.in 


to  1920,  when  the  theatrical  wizard  Max  Reinhardt  staged  the 
morality  play  Everyman  against  the  backdrop  of  the  cathedral 
Performances  were  at  sundown,  to  take  advantage  of  the 
shadows  rising  up  the  Baroque  facade.  The  show  is  performec 
annually  to  this  day.  When  the  sun  beats  down  (which  can  hap- 
pen), you'll  fry.  When  it  rains  (likewise  frequently),  the  show 
moves  into  the  Grosses  Festspielhaus, 
the  largest  of  the  festival's  ever-ex- 
panding universe  of  venues,  modern 
and  historical,  large  and  small. 

The  festivities  for  the  250th  an- 
niversary include  the  unprecedented 
opportunity  to  see  Mozart's  22  oper- 
atic works,  including  fragments — 
"Apollo  et  Hyacinthus"  to  "Zaide- 
Adama" — all  fully  staged.  Top  talent  is  out  in  force:  Riccardc 
Muti  conducting  "The  Magic  Flute,' 
Anna  Netrebko  as  Susanna  in  "The 
Marriage  of  Figaro"  and  so  on  and  on. 
Other  big  news:  the  reopening  of  the 
Kleines  Festspielhaus,  totally  overhauled 
and  rechristened  the  Haus  fur  Mozart,  h 
hard-hat  tour  last  summer  revealed  an 
intimate,  gracefully  configured  hall  oi 
great  promise,  plus  vastly  more  inviting 
public  spaces  that  take  splendid  advantage 
of  the  town's  storybook  views. 

—MATTHEW  GUREWITSCH 
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SIGNATURE  This  quiet  enclave  of  MGM  Grand  takes  the  pleasure  of  business  seriously.  It's  a 
place  where  not  a  single  luxury  has  been  overlooked.  High-speed  wireless  Internet  access  and  a  fully  functional 
workspace  keep  you  connected.  24-hour  Concierge  services  meet  your  every  need.  Fine  <^§^^ 
linens,  Jacuzzi®  tubs  and  pillow-top  beds  will  comfort  you.  And  private  balconies  take  your  J^TX^S 
breath  away.  The  line  between  work  and  play  has  officially  been  blurred.  maximumVegas.  MGM  GRAND 


Opening  May  2006.  For  reservations:  signaturemgmgrand.com  or  1-877-727-0007 


Trave 


ARGENTINA 

BUENOS  AIRES: 

The  music  and  dance  of  the 
tango,  born  in  Buenos  Aires, 
tell  of  the  melancholy  pleasure 
of  surviving  a  broken  heart, 
the  swelling  of  hope  when  eyes 
meet  across  a  room  and  all  the 
nuances  in  between.  And  it's 
not  just  the  Portenos,  or 
denizens  of  Buenos  Aires,  who 
respond.  Tango  has  grown  in 
popularity  worldwide,  and 
people  who  dance  tango  don't 
just  dabble;  their  passion 
quickly  grows  to  a  near 
religion.  Buenos  Aires  has 
become  the  dance's  pleasingly 
affordable  mecca.  While 
there  are  tango  guesthouses 
and  B  &  B  establishments 
scattered  throughout  the  city, 
Buenos  Aires  just  got  its  first 
five-star  tango-themed  hotel, 
the  ABASTO  PLAZA  HOTEL.  The 
hotel  is  new,  but  located  in  the 
historic  Abasto  neighborhood. 
Not  coincidentally,  it  is 
near  the  home  of  Carlos 
Gardel,  the  legendary  crooner 
who  first  made  the  tango 
song  an  international 
phenomenon,  but  died  young — 
in  true,  tragic  tango  style — in 
a  plane  crash  in  1935. 

The  hotel  draws  on  the 
design  motifs  of  Gardel's  time 
and  tango's  first  heyday,  with 
Art  Deco  furniture  and  vintage 
black-and-white  prints  of  tango 
dancers  along  the  hallways. 
The  gift  shop  carries  specially 
designed  high  heels  for  tango 
dancing  and  sexy  dresses  with 


slits  in  strategic  places.  Tango 
music  is  piped  throughout  the 
lobby,  and  there  are  two  tango 
suites,  each  with  a  parquet 
dance  floor  and  mirrors.  The 
hotel  also  offers  free  tango 
lessons  every  night  at  8  p.m. 

Alejandro  Barrientos  and 
Rosalia  Gasso  Villar  both  teach 
lessons  and  perform  in  the 
hotel's  restaurant.  Alejandro 
instructed  a  hotel  guest  in 
some  of  the  basics: 

"You  must  feel  the 
connection  with  your  partner," 
he  said.  "When  you  embrace, 
it's  not  like  hugging  your 
mother-in-law.  You  hold 
the  other  person.  And  the  man 
invites  the  woman  when  he 


leads,  he  doesn't  push." 

He  and  his  dance  partner, 
Rosalia,  demonstrated, 
showing  how  to  move  together. 
They  were  as  smooth  as 
butter  melting. 

"At  tonight's  show  in  the 
restaurant,  we  will  be  dancing 
'show'  tango,"  Alejandro 
explained.  "It  will  tell  the 
history  of  tango." 

The  history  of  Buenos  Aires 
is  inextricably  entwined  with 
tango.  The  rhythm  was  set  by 
black  slaves  in  the  1800s  and 
influenced  by  the  habanera 
music  brought  by  Cuban 
sailors.  Then  an  enormous 
influx  of  immigrants  from  Italy 
and  Spain  introduced  the 
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bandoneon  (a  type  of 
accordion),  violin  and  piano  to 
tango,  and  gauchos,  or 
cowboys,  in  from  the  pampas 
added  steps  and  flair  to  the 
dance.  So  many  more  men 
than  women  arrived  from 
Europe  that  they  gathered  at 
the  brothels  and  danced  tango 
with  one  another,  hoping  VV 


Solitude  in  Wabakimi;  a 
lift  from  the  Canadian 
National  Railroad; 
stem  lobster" 


CANADA 


i 

; 

Ontario:  It  wasn't  until  the  end  of  our  four-day  paddle,  when  th< 
canoes  were  strapped  to  the  pontoons  of  a  float  plane  and  we  started  tc 
rise  above  the  water,  that  I  finally  understood  the  extent  of  wilderness  ii 
northwestern  Ontario's  WABAKIMI  PROVINCIAL  PARK.  The  concept  of  2.2  \l 


52  I  ForbesLife 


'Oted  World's  Best  Cruise  Line  ten  consecutive  years. 


A 


t 


«CRYSTA 

UU  CRUISES 

The  difference  is  Crystal  clear. 


Travel 


APRIL  2006 


to  win  a  dance  with  one  of 
the  women  who  worked  there. 
The  upper  classes  in  Argentina 
snubbed  the  tango,  until 
the  1889  Exposition 
Universelle  in  Paris,  where 
Argentine  tango  was  introduced 
and  became  the  rage.  Once  it 
was  fashionable  with  the 
French,  the  Argentinean  upper 
classes  got  into  step. 

The  Abasto  Plaza  Hotel 
caters  both  to  tourists  who 
want  to  dance,  and  those  who 
merely  want  to  experience  it  as 
part  of  their  trip  to  Buenos 
Aires.  The  tango  guest- 
relations  concierge,  Sandra 
Silva,  helps  arrange  tours  and 
offers  suggestions  for  dinner 
clubs  that  include  dance 
shows  geared  toward  tourists, 
many  with  decor  and  music 
replicating  the  1930s. 

But  tango  is  not  a  historic 
relic  in  Buenos  Aires,  and  every 
night  until  daybreak  there's 
a  milonga,  where  couples  press 
their  foreheads  together  and 
move  in  patterns  around  the 
floor.  This  is  where  the  dancing 
tourists  go  to  tango.  There's 
the  classic  La  Confiteria  Ideal, 
a  dark,  glamorous  club  from 
the  Belle  Epoque  era,  La 
Viruta,  which  attracts  a  younger 
crowd,  and  even  a  gay  milonga 
in  the  neighborhood  of 
San  Telmo  on  Wednesdays, 
where  men  and  women 
negotiate  who  will  lead  whom. 

The  tango  declares 
love  not  just  for  another  person 
but  often  for  Buenos  Aires 
itself.  As  Gardel  sang  in  his 
famous  tango, 

My  beloved  Buenos  Aires, 
the  day  I  see  you  again, 
there  will  be  no  more 
sorrow  or  forgetfulness. 

—  MARIA  FINN 


million  acres  is  tough  to  grasp  until  you're  peering 
out  a  plane  window  onto  the  web  of  waterways  cutting 
through  the  endless  carpet  of  trees.  There  are  no  roads, 
no  houses,  no  signs  of  civilization.  And  remarkably,  no 
other  paddlers. 

"We  only  get  about  600  permit  requests  a  summer, 
and  there's  what?  Some  3,000  miles  of  passable  water- 
ways," said  our  guide,  Bruce  Hyer. 

Hyer,  59,  owner  of  Wabakimi  Eco-Lodge  and 
Outfitters,  has  devoted  his  life  to  this  thick  neck  of 
the  woods.  In  1976,  the  budding  naturalist  decided  to 
leave  a  position  in  the  Connecticut  state  government. 
Looking  at  a  map  of  Canada,  he  couldn't  believe  that 
this  large  a  swath  of  wilderness  existed  and  was  so 
relatively  accessible.  He  was  determined  not  only  to  live  off  the  land  (which  isn't  so  easy  wher 
the  temperatures  dip  below  negative  30°F  in  winter)  but  to  protect  the  caribou,  bear,  moose 
and  other  fauna  that  call  this  mega-slice  of  green  space  home.  Keeping  paper  and  timbei 
companies  at  bay,  Hyer  prevailed,  and  in  1983,  Wabakimi  became  a  small  preserve.  Thai 
still  wasn't  good  enough;  after  another  12  years  of  Hyer's  perseverence,  Wabakimi  expanded 
its  parameters  sevenfold. 

Since  there  are  no  roads,  there  are  only  three  ways  into  Wabakimi — via  canoe,  float  plane 
or  the  Canadian  National  Railroad.  We  rose  at  5  a.m.  to  catch  the  train  as  it  made  its  run  from 
Toronto  to  Vancouver.  Two  hours  into  our  ride,  we  were  dumped  off  at  the  former  Hudson 
Bay  outpost  of  Allanwater  Bridge.  For  all  practical  purposes,  it  was  the  true  middle  of  nowhere. 

The  sun  beat  down,  burning  off  the  morning  mist  and  giving  the  Allanwater  River  a  Windex 
shine.  We  had  hired  Hyer  to  navigate  the  best  route  in  this  maze  of  blue.  He  decided  on  a  mix 
of  whitewater,  quiet  water  and  hooking  the  fish  I  like  to  call  the  "Midwestern  lobster,"  walleye. 

The  sound  of  rushing  water  would  be  by  our  side  most  of  the  trip  as  we  attempted  to  find 
the  best  line  through  the  rock-strewn  river.  We  spent  our  first  night  on  Blowdown  Island, 
named  for  all  the  spindly  jack  pines  that  tumbled  over  it.  That  didn't  stop  Hyer  and  his  ten- 
year-old  son,  Michael,  from  axing  away  at  the  remains,  tossing  trunks  aside  like  kindling  to 
unveil  a  layer  ot  thick  moss.  One  night's  sleep  on  this  soft  padding,  and  I  quickly  realized  that 
Mother  Nature's  finest  mattress  could  rival  any  king-size  bed  at  a  Four  Seasons. 

The  white  head  of  a  bald  eagle  greeted  us  the  next  morning  from  atop  a  black  spruce.  As 
the  river  split  around  an  island,  Hyer  instructed  my  buddy  Jeff  and  me  to  head  quietly  out  on 
our  own,  through  the  golden  reeds  on  the  far  side.  We  soon  spotted  a  furry  head  skimming  the 
surface  of  the  water.  It  would  be  the  first  of  many  minks  and  beavers  we  would  see,  a  reminder 
that  we  were  indeed  on  part  of  the  historic  fur  trade  route. 

Except  for  one  dismal  12-hour  stretch  of  wet  weather,  we  spent  the  trip  in  relatively  warm 
sunshine.  This  was  especially  true  of  our  last  day,  when  we  left  the  river  early  to  camp  and  fish 
from  high  atop  a  bluff.  Jeff  and  I  each  hooked  two  walleyes  the  size  of  our  forearms.  Hyer 
cooked  the  gluttonous  feast  and  afterwards,  bellies  far  too  full,  we  were  content  to  simply  lie 
back  on  our  rocky  perch  and  enjoy  the  twinkling  stars  in  the  night  sky.  The  Big  Dipper  was  so  l 
clear  you  felt  like  you  could  snag  it  and  use  it  as  a  ladle  to  serve  yourself  another  drink  from  the 
cool,  clean  Allanwater  River  water. 

Then,  out  of  nowhere,  a  ribbon  of  green  appeared  jus"t  above  a  tall  spruce  on  the  horizon. 
And  another  ray  of  white  light  shot  upward  toward  the  sky,  so  bright  it  felt  like  we  were 
watching  a  nighttime  concert  above  the  Hollywood  Bowl.  The  Milky  Way  was  soon  hidden 
by  the  Northern  Lights'  wavy  curtain  of  color.  We  passed  around  a  small  jug  of  Scotch  laced 
with  Drambuie.  "This  is  all  right,"  I  said  out  loud.  "Hyer's  done  good." 

—STEPHEN  JERMANO  K 
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/e  only  took  two  pictures...  that  I  can  show  you. 

'ith  its  pink  sand  beaches  and  turquoise  waters,  you'll  definitely  feel  the  love  of  Bermuda.  This  island  paradise  is 
st  a  short  90-minute  trip  from  the  East  Coast,  assuring  that  you  can  spend  more  time  doing  the  things  you  love, 
id  less  time  getting  there. 

3r  full  details,  and  to  book  tickets  and  reservations,  call  1-800-BERMUDA  or  visit  www.bermudatourism.com. 
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Wine  by  Eugenia  Bone 


Spring  Weddin 


Pairing  wines 
is 


with  seasonal  foods 

the  ultimate  palate-pleaser. 


he  days  (or  rather,  nights)  of  osso  buco  and  inky 
wines  are  over.  Port  after  dinner?  Not  in  the 
spring,  thank,  you  very  much.  Each  season  and 
;  foods  beg  an  appropriate  wine... rich,  heavy,  fatty 
nes  in  winter  to  go  with  the  cold 
onths'  beans  and  stewed  meats; 

the  summer,  fruity  and  floral 
nes  paired  with  fresh  tomatoes, 
illed  fish  and  zucchini  flowers; 
rthy,  woody,  spicy  wines  in  the 
U  to  pair  with  wild  mushrooms, 
me  birds,  pears  and  apples;  and 

spring,  crisp  whites  and  fresh, 
omatic  reds  to  accompany  the 
by  lamb,  new  peas  and  tiny  or- 
nic  strawberries  so  packed  with 
ivor  you  can  eat  only  a  few  in  a 
lall  bowl  of  thick  cream. 

I  like  to  think  of  wines  as 
tving  the  same  character  as  a 
irticular  season,  the  same  way 
2  approach  food.  Wines  that 
ve  age  on  them  are  often  wines 
at  go  well  with  the  foods  of  the 
aturing  year — there's  nothing 
:e  opening  an  old  Bordeaux  in 
inter.  We  know  wine  production 

influenced  by  the  solar  cycle, 
^ine  drinking  should  be,  too. 

The  best  pairings  of  wine  and 
od  start  with  superior  dishes, 
hat's  not  to  say  I  haven't  indulged 

some  tacky  combinations,  like 
illed  American  cheese  sandwiches 
id  a  luscious  white  Santenay,  but  high-quality  fare  is 
sily  at  hand  as  long  as  you  eat  in  season.  Because  local 
asonal  foods  travel  less  distance,  vegetables  have  more 
Tie  to  ripen  on  the  plant;  meats  and  fish  are  at  their  most 


Asparagus  with  panko  and  a  Griiner  Veltliner  at  New  York's  Megu 
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succulent,  and  fruits  their  sweetest.  They're 
also  healthier  and  cheaper. 

The  other  consideration  to  pairing 
wine  with  food  is  the  advice  you  will  find 
in  any  wine  hook — acidic  wines  taste  less 
acidic  when  paired  with  salty  foods  or 
slightly  sweet  foods,  et  cetera.  These  con- 
ventions are  useful,  if  occasionally  bur- 
densome. For  me,  it's  like  keeping  track 
of  pot  lids — the  trial-and- 
error  approach  can  lead  to 
pleasant  surprises. 

My  friend  John  Truax 
and  I  have  been  pair- 
ing food  and  wine  for 
decades.  John  is  a  wine 
consultant  at  New  York's 
Park  Avenue  Liquor  Shop. 
Every  spring,  when  my  home-canned 
tuna  is  ready  to  eat  (fine  imported  Italian 
tuna  is  quite  similar),  we  pair  a  room-tem- 
perature tuna,  potato  and  spring  onion 
salad  with  Pascal  Cotat's  sublime  Sancerre 
Rose  (about  $30  if  you  can  find  it — three- 
star  chefs  hoard  the  scarce  bottles  avail- 
able) or  the  well-known  Domaine  Ott  Clair 
de  Noirs.  At  $35,  it's  the  best  rose  of  Cotes 
de  Provence.  Here  are  a  few  more  of  our 
favorite  spring  pairings. 

•  •  •  Asparagus 

You  can  buy  asparagus  year-round,  but 
I  don't  know  why  you  would.  The  shoots 
are  most  succulent  in  the  spring.  Wheth- 
er prepared  simply — broiling  with  garlic 
and  olive  oil — or  in  more  complicated 
dishes  such  as  veal  tails  with  artichokes 
and  asparagus,  choose  thick,  meaty  spec- 
imens. One  of  our  favorites  can  be  had 
at  Megu  in  lower  Manhattan,  a  Japanese 
palace  of  culinary  adventurism.  The  chefs 
roll  the  asparagus  in  panko  and  fry  them 
into  a  light,  dry,  salty,  crispy  wonder  of  an 
exterior  around  the  moist,  yielding  flesh  of 
the  vegetable.  Pair  them  with  wines  made 
from  the  minerally,  almost  effervescent 
white  Griiner  Veltliner  grape  of  Austria, 
which  produces  a  dry,  pale,  light-  to 
medium-bodied  wine.  Try  Weingut  Glatzer 
2003  ($15).  The  producers  Knoll  and 
Nigl  also  make  great  Griiner  Veltliners, 
which,  by  the  way,  are  also  fantastic  with 
a  ham  and  hot  mustard  sandwich. 

•  ••Spring  Lamb 

Baked  in  a  hot  oven  with  rosemary  and 


wine,  tender  spring  lamb  loves  cru  Beau- 
jolais,  the  ultimate  spring  red.  We  recom- 
mend the  floral  wines  of  Flcurie,  made 
from  the  Gamay  grape.  They  are  rich 
without  being  tannic,  intensely  colored, 
light-bodied  and  fruity.  Fleuries  are  also 
a  bargain.  At  $18  a  bottle,  the  exuberant 
Chateau  des  Labourons  2003  (a  great 
vintage  for  Beaujolais)  is  more  like  a  big 


red  Burgundy  than  the  region's  other 
characteristic  and  much  lighter  wine,  the 
nouveau  (try  that  with  a  specialty  from 
Capri,  spaghettini  insalate — baby  lettuce 
and  cooked  spaghettini  tossed  together 
with  oil,  vinegar  and  freshly  ground  black 
pepper). 

•  ••Soft-Shelled  Crabs 

Soft-shelled  crabs  are  molting  blue  crabs, 
not  a  separate  species,  and  the  earlier  in 
their  molt  you  eat  them,  the  more  tooth- 
some they  are.  The  daintiest  come  in  late 
spring.  Whether  fried  and  served  on 
toasted  bread  with  mesclun  greens  and 
aioli  or  sauteed  with  garlic,  fresh  mint  and 
white  wine,  soft-shells  are  excellent  with 
white  wines  made  from  the  zippy  Albarifio 
grape  of  Ri'as  Baixas  in  Galicia,  Spain. 
Albarinos  should  be  drunk  within  three 
years  of  vintage.  They  are  pale,  fragrant, 
light  and  refreshing,  with  a  nice  level  of 
acidity  balanced  by  an  aromatic  character: 
a  perfect  foil  to  seafood  in  general  and 
particularly  soft-shelled  crabs.  Try  the 
Martin  Codax  2004  ($20)  and  Pazo  de 
Senorans  2004  by  Marisol  Bueno's  small 
estate  in  Salnes  ($30). 

•  •  •  Scallops  with  Their  Roe 

Scallops  are  available  all  year,  but  we've 
only  seen  the  large  sea  scallop  with  its 
attached  crescent  moon  of  plummy  roe  in 
the  spring.  Whether  grilled  or  sauteed 
in  butter,  seafood  loves  acidic  wines 
in  general,  and  the  Chenin  Blanc  grape 
in  particular,  which  is  best  expressed  in 
Vouvray.  Vouvray  adds  a  note  of  sweet- 


ness as  well  as  acid  to  the  mix,  and  tha 
lends  itself  well  to  the  sweet,  pliable  flaj 
vors  of  the  buttery  scallop.  You  can't  g| 
wrong  with  Domaine  Bourillon-Dorlean 
2004  ($20)  or  Huet  Le  Clos  du  Bourg  Sel 
Vouvray  2004  ($40).  (Got  spring  fever 
There's  a  Huet  Vouvray  1959  for  sale  a 
www.rarewineco.com  for  $225  called  L 
Haut  Lieu  lere  Trie  Moelleux.)  Viognier' 


sweetness  allows  it  to  pair  well  with  seal 
lops  for  the  same  reasons.  Pour  the  Cali 
fornia  Graff  Family  Vineyards  2003  Chalom 
Viognier  ($26). 

•  ••Morels 

Come  May,  the  delicately  nutty  more 
appears  on  menus  all  over  the  country 
dappling  pastas  and  risottos  and  floating 
in  creamy  soups.  Morels  grow  in  tht 
wild  and  are  harvested  by  migrant  picker] 
throughout  the  Northwest.  We  can't  re 
sist  them,  and  prepare  them  in  opulen 
sauces  for  filet  mignon,  in  pasta  dishe: 
with  tiny  smoked  scallops,  or  maybe  mos 
delectably,  in  great  heaps  over  soft  scram- 
bled eggs.  Pairing  wine  with  eggs  is  tricky 
but  pairing  with  morels  is  a  no-brainer 
Other  earthy,  dusty  red  wines  will  do,  bu 
as  the  morels  we  buy  are  often  gathered  ir 
Oregon,  we  go  for  an  Oregon  Pinot  Noir 
Try  the  Domaine  Serene  2002  Evenstac 
Reserve  ($50)  or  Fiddlehead  Cellars  2001 
Fiddiestix  Seven  Twenty  Eight  ($45),  made 
in  the  Santa  Ynez  Valley  by  Kathy  Joseph 

•  ••Peas 

The  shell  pea  is  one  of  the  great  gifts  o: 
spring,  so  sweet  it  can  be  eaten  raw.  Ir 
Italy  they  are  displayed  in  the  windows  ol 
trattorias  in  green  nubbly  pyramids,  sortec 
by  size.  We  enjoy  fresh  peas  in  a  varietv 
of  dishes:  swordfish  cooked  with  peas 
spaghettini  with  peas,  and  of  course,  the 
profoundly  elegant  pea  soup.  Push  the 
cooked  peas  through  a  chinois  until  the 
soup  is  silkv,  then  garnish  with  a  dollop 
of  creme  fraiche  and  a  sprinkle  of  mint 


Whether  grilled  or  sauteed  in  butter, 
seafood  loves  acidic  wines  in  general, 

and  the  Chenin  Blanc  grape  in  particular, 
which  is  best  expressed  in  Vouvray. 
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WHO  KNOWS,  THE  BEST  WINE 
YOU  EVER  TASTED  COULD  BE  THE 
ONE  YOU  HAVE  TONIGHT. 


FLEMING'S  PRIME  STEAKHOUSE  &  WINE  BAR 

Discover  100  wines  by  the  glass  and  the  finest  prime  steaks 
in  an  atmosphere  that's  gracious  and  lively. 


WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES 


For  locations  visit  flemingssteakhouse.com 


Heaven  has  a  home  page5 
grandlido.com 


Grand  Lido  Biuco 


Cr^nd  Lido  Nlcrii 


24-Hour  In-Room  Dining 
Luxurious  Rooms  &.  Suites 
PGA  Quality  Golf  Courses 

Complimentary'  Weddings 


T 

or 
O 


O 
O 
p 

to 


Award-Winning  Cuisine 
Premium  Brand  Cocktails 
24 -Hour  Valft  Service 
Absolutely  No  Tipping 


Grand  Lido, 

Resorts    and  Spas 
masters  in  the  art  of  vacations" 

For  more  information  on  Air- Inclusive  Designer  Vacations  visit 
www.GRANDLIDO.com 
or  call  Your  Travel  Agent  or  1-800-Go-Super<467  8737> 

For  Groups  of  20  persons  or  more,  call  1 -800-Go-Super/Ext.  6632. 
Jamaica's    Premier    All-Inclusive  Resorts 

Activities,  facilities  and  treatments  may  vary  at  each  resort  'Government/Administrative  fees  are  additional.  Minimum  stays  apply. 

8969-3/06 


Stuttering  Didn't  Silence  His  Story. 


201 '20's  John  Stossel  knows 
news.  He  also  knows  what 
it's  like  to  deal  with  a 
stutteting  problem. 
John  still  struggles  with 
stuttering  yet  has  become 
one  of  the  most  successful 
reporters  in  broadcast 
journalism  today. 

3100  Walnut  Grove  Road,  Suite  603  •  P.O.  Box  11749 


For  more  information  on  what 
you  can  do  about  stuttering, 
write  or  call  us  toll-free. 


RTHE 
Stuttering 
.  Foundation6 


A  Nonprofit  Orgamjanon 
tl  Since  1947— Helping  Those  Who  Stutter 

1-800-992-9392 
www.stutteringhelp.org 

Memphis,  TN  3811  1-0749 


There  is  nothing  better.  One  doesn 
want  to  dominate  the  delicate  taste  cj 
fresh  peas  with  a  high-alcohol  or  tanni 
wine,  which  can  diminish  the  sweej 
and  delicate  flavor,  so  go  for  the  gold: 
fine  Champagne  like  Billecart-Salmob  Bri] 
Rose  ($70),  or  Krug  Brut  Rose,  which  is 
great  favorite  of  connoisseurs  ($275). 

•  ••Spinach 

We  buy  bags  of  loose  baby  spinac 
throughout  the  spring.  The  leaves  ar 
pumped  with  water  and  as  juicy  and  ten 
der  as  they  will  be  at  any  time  during  th 
year.  We  wilt  lots  of  spring  spinach  an« 
serve  it  stirred  into  a  plate  of  butter 
penne  or  as  a  pillow  for  a  piece  of  grillec 
fish,  as  well  as  raw  and  tossed  with  bit 
of  fried  bacon,  olive  oil  and  a  squirt  d 
lemon.  Silvio  Jerrmann's  Vintage  Tuninj 
($50),  a  Chardonnay-Sauvignon  Blan 
blend,  is  kind  of  a  wacky  combination 
but  year  after  year  Gambero  Rosso  ha 
voted  it  one  of  the  (if  not  the)  finest  whiti 
wines  in  Italy.  It  is  very  complex,  fu 
of  fruit,  tingles  the  tongue  and  has  th 
body  and  fat  to  hold  up  to  spinach's  higl 
mineral  content.  Another  great  option  i 
a  Ribolla  Gialla  from  Friuli.  Movia  200 
($30)  is  actually  a  Slovenian  label — th< 
300-year-old  estate  spans  the  borde 
between  Italy  and  Slovenia,  and  tht 
finesse  the  Kristancic  family  employe 
to  keep  the  estate  together  during  tht 
Cold  War  is  in  evidence  in  the  handling 
of  this  brisk  wine. 

•  ••Strawberries 

Forget  those  big  monstrosities  available 
other  times  of  year.  The  only  strawbern 
that  tastes  like  one  is  the  small,  oddb 
shaped  berry  of  spring — monumentally 
flavorful,  and  delicious  sugared  and  rollec 
in  crepes,  mashed  and  added  as  a  glisten- 
ing ruby  layer  to  panna  cotta,  or  just  eater 
at  room  temperature  out  of  a  paper  bag 
There's  a  lot  of  sugar  in  these  little  bombs 
so  we  tend  toward  lower-alcohol  sweets 
such  as  the  lovely  dry  spumante  Berlucch 
Cuvee  Imperiale  from  Franciacorta  ($31) 
considered  by  many  to  be  the  fines" 
sparkling  wine  of  Italy,  or  from  Piedmont 
Cascinetta  Vietti  Moscato  d'Asti  2004  ($20; 
and  Elio  Perrone's  Bigaro,  a  crazy,  fizz) 
rose  ($20).  With  only  five  percent  alcohol 
it  actually  tastes  like  strawberries.  • 


Our  Premier  Membership  Offers 

a  Luxury  Resort  Lifestyle  with 

3.ld-class  Amenities  and  Flexibility 


The  Sarasota  Experience 

■  The  beautiful  beaches  of  the  Gulf  of  Mexico 

*  Yeat-round  sunshine  -  Over  300  days  per  year 

*  The  finest  museums,  botanical  gardens, 
theater  and  symphony 

*  Sophisticated  shopping  and  stylish  boutiques 


The  Premier  Membership 

■  Our  most  exclusive  package  of 
Member  benefits 

■  Unique  financial  advantages 

"  Flexible  scheduling  -  Your  choice  of  30  days 
per  year 

■  Special  privileges  at  The  Ritz-Carlton* 
Sarasota  resort 

*  Preferred  tee  times  and  no  golf  greens  fees 

*  The  best  Membership  for  Sarasota  frequent 
visitors  or  vacationers 

■  None  of  the  traditional  concerns  of 
Real  Estate  ownership 


The  Club  Experience 

■  New  Tom  Fa:io  golf  course  featuring 

The  Ritz-Carlton  Caddie  Concierge  program 

*  Luxurious  family-friendly  Beach  Club 
on  Lido  Key 

*  The  Ritz  Kids"  supervised  activities 

*  Sarasota's  most  exciting  social  calendar 
including  black-tie  galas  and  barefoot  tun 

*  Year-round  and  Corporate 
Memberships  available 


Memberships  are  Limited  to  Assure  an  Uncompromising  Club  Experience. 
For  additional  information  or  to  schedule  a  private  tour,  telephone  888-363-6237, 
in  Florida  941-309-2600  or  visit  www.rcmcsarasota.com. 


Golf  ■  Spa  ■  Beach  •  Three  Clubs  •  One  Membership 


The  Ritz-Carlton*  Members  Club 

  Sarasota   


■  Premier  Rates  .it  The  Riu-Catlton,  Sarasota  arc  subject  to  availability.  This  is  not  an  otter  to  residents  in  any  state  where  prohibited  by  law. 


^^•nagine  The  Rushmore  -  with  stunning 
postcard  views  of  the  Hudson  River,  private 
manicured  terraces  and  elegant  parks  on 
every  corner.  Preeminent  architect  Costas 
Kondylis  has  designed  his  latest  masterpiece 
on  the  Upper  West  Side.  The  Rushmore's 
seven-story  base  gives  rise  to  two  soaring 
towers  and  features  unmatched  interior 
design  choices  and  world-class  resort-like 
amenities,  including: 

•  A  gracious  selection  of  fine  marbles  and 
custom  interior  finishes  with  premium 
appliances,  fixtures  and  accessories, 
including  Sub-Zero,  Miele,  Kohler 

and  Waterworks 

•  24-hour  Concierge  and  Doorman 

•  Abigail  Michaels  lifestyle  managers, 
a  member  of  Les  Clefs  d'Or 

•  On-site  Parking  Garage 

•  Unparalleled  La  Palestra  Spa  &  Fitness 
Center  with  comprehensive  wellness 
services 

•  Swimming  Pool 

•  Atrium  with  adjacent  Reading  Room 

•  Grand  Salon  with  catering  capabilities 

•  Billiards  Room 

•  Kids'  Creative  Studio  and  Playroom 

One-  to  five-bedroom  homes 
with  estimated  pricing  starting 
at  approximately  $1,000,000  to 
over  $6,000,000 


Riverside   &  64TH 


Beyond  Comparison 


lllMlklli     corcnran  group  {=} 

marketing  isi&sss? 

This  advertisement  is  not  an  offering.  No  offering  can  be  made  until  an  offering  plan 
is  filed  with  the  Office  of  the  Attorney  General  of  the  State  of  New  York.  This 
advertisement  is  made  pursuant  to  Cooperative  Policy  Statement  No.  1  issued  by  the 
New  York  Stale  Attorney  General  File  Number  CP-05-0220. 

Sponsor:  CRP/Extell  Parcel  I,  LP  800  Third  Avenue,  4th  Floor.  NY,  NY  10022 


Style  &  Design  by  Kerry  Mullett  Strom 


From  a  design  propelled 
►y  motorcycle  madness 

comes  a  seat  built  for 
comfort,  not  speed. 

i 

^  eldom  does  an  obscure  historical  footnote  from 
■  the  world  of  sports  inspire  a  piece  of  furniture. 

But  now  comes  the  Rollie  Stool,  created  by  the 
iosyncratic  New  York  design  firm  AvroKO.  Rollie 
ee  was  an  old-time  motorcycle  racer  who  set  the  one- 
ile  land  speed  record  at  the  Bonneville  Salt  Flats  in 
48.  The  pioneering  daredevil,  who  had  his  own  ideas 
out  aerodynamics,  stripped  down  to  a  pair  of  swim 
inks  and  laid  flat  on  the  seat  of  his  Vincent  HRD 
ack  Lightning  before  thundering  to  the  150.313- 
ile-per-hour  barrier-breaker.  The  stool  that  honors 
e  Speedo  sportsman  borrows  the  old-style  leather 
otorcycle  saddle  and  places  it  on  a  base  of  shimmer- 
g  cold-rolled  steel.  • 


J  00.  ivww.avroko.com. 


DESIGNED  BY  CONTROL  FREAKS  FOR  CONTROL  FREAKS. 


Introducing  the  all  new  2006  Buick  Lucerne 
with  available  Magnetic  Ride  Control,  StabiliTrak®- 
Stability  Control  System  and  traction  control. 
Starting  at  $25,990.  As  shown  $34,990.* 

For  all  the  details,  visit  buick.com. 


BEYOND  PRECISI 


*MSRP.  Tax,  title,  license,  dealer  fees  and  optional  equipment  extra. 

©2006  GM  Corp.  All  rights  reserved.  Lucerne  is  a  trademark  of  General  Motors  Corporation. 


by  Todd  Pitock 


P 

ive  years  ago,  Ed  Sprague  was  playing  g< 
his  brother-in-law  and  some  buddies.  St 
™       on  the  tee,  he  watched  as  one  of  them 
i  ball  on  his  pants,  leaving  an  unseemly  streak 

"I  thought  to  myself,  there  has  to  be  a  bette 
says  Sprague,  who  had  patented  other  inventic 
sideline  to  his  job  as  a  partner  in  a  suburban 
ielphia  fulfillment  center.  "So  I  went  home  and 
i  flat  piece  of  vinyl  from  a  school  folder,  cut  it 
fold  to  close  on  itself,  then  glued  a  terrycloth  fr 
:he  inside.  It  was  waterproof  and  could  hold  the 

Thus  was  born  the  crude  prototype  of  the  I 
i  patented  ball-cleaning  tool  that  you  can  moisi 
:arry  in  your  pocket  without  getting  your  par 
\t  first,  Sprague  envisioned  his  product  attac 
;ay,  a  box  of  Titleists  as  a  value-added  extra  tha 
ittract  customers  deciding  which  box  of  balls 
)tf  the  shelf.  The  executives,  Sprague  says,  lil 
ool  but  said  people  wouldn't  understand  what 
rhey  suggested  that  he  go  promote  it  and  con 
vhen  the  product  had  more  recognition. 

As  he  blazed  his  trail,  cold-calling  journali 
landing  out  his  product  to  anyone  whom  he 
o  give  him  an  honest  response,  Sprague,  alor 
)artner  John  Foster,  discovered  other  ways  1 
note  and  sell  the  Ballzee.  They  got  on  a  radi 
md  offered  a  free  sample  to  callers.  When  folk 
n,  they  pitched  them  a  pack  of  eight  for 
versus  $3.95  for  one).  Sprague  claims  even 
ook  the  up-sell.  He  estimates  that  at  least 
>f  people  passing  his  booth  at  this  year's  PGA  I 
ndise  Show  in  Orlando,  where  the  Ballz 
lamed  "Best  New  Product  2005"  in  the  miscell 
ategory,  knew  what  it  was. 

"For  us,  it's  about  getting  $3,000  worth  of  e> 
vithout  spending  $3,000  on  advertising,"  h 


Goin 
The  Green 

For  golf's  small  inventors 

and  entrepreneurs,  there 
are  plenty  of  handicaps 

on  the  way  to  market. 


Twenty-first  century  golf:  top,  the  Ballzee;  above,  the  Optee. 


"How  do  you  make  it  all  happen  and 
create  an  awareness  of  and  demand  for 
the  product  without  spending  millions 
of  dollars?" 

A  burly  ex-linebacker  who  signed 
with  the  New  York  Jets  in  1983  before 
an  injury  nixed  his  pro  chances,  Sprague 
exudes  an  attitude  toward  destiny  that 
transcends  his  lack  of  formal  credentials. 
He  finished  just  one  year  of  college  and 
has  no  regard  for  "business  models." 
Indeed,  with  the  Ballzee  having  reached 
its  first  anniversary  in  January,  his  ap- 
proach could  be  called  tactical  ignorance. 

"I  want  to  be  careful  about  what  I 
read,"  Sprague  says.  "  I  don't  want  to  be 
so  educated  about  how  things  are  done 
in  the  golf  world  that  I  only  do  what 
other  people  have  done.  We  don't  want 
to  stifle  our  creativity.  We  have  to  find 
a  way  of  doing  things  that  works  for  our 
particular  product  and  circumstances." 

Those  circumstances,  and 
the  obstacles,  though,  are 
typical  of  what  many  of 
golf 's  inventors,  innovators 
and  entrepreneurs  face.  The 
industry  is  attractive  because 
people  love  the  game  and 
because  they  perceive  an  op- 
portunity in  the  masses  of 
affluent  golfers.  In  garages 
and  basements  all  over  the 
world,  people  putter  around, 
so  to  speak,  on  evenings  anc 
weekends,  designing  clubs, 
gloves,  tools,  gadgets,  novel- 
ties, learning  aids  and  more 


makers  say  reduces  sidespin,  helping 
to  correct  a  hook  or  slice;  and  a  device 
called  the  Explanar  Golf  Training  Sys- 
tem,which  drills  students  in  the  "opti- 
mum biomechanical  swing  plane." 

But  if  the  game  of  golf  can  be  a  gen- 
teel challenge,  the  business  of  golf  is 
contact-sport  rough.  Established  com- 
panies have  every  advantage:  a  solid 
hold  on  distribution  channels  and  shelf 
space;  dedicated  media  relations  de- 
partments; research  and  development 
operations;  huge  advertising  budgets; 
and  enough  money  to  survive  whatever 
strategic  mistakes  they  make  along  the 
way.  As  if  that  leviathan  competition 
weren't  enough,  independent  start-ups 
have  to  navigate  the  politics  of  relations 
between  independent  sales  reps  and  dis- 
tributors, and  then  manage  to  be  heard 
over  the  din  of  other  independents. 
Beating  on  the  doors  of  inundated,  if 
not  jaded,  retail  managers 
isn't  usually  an  option,  either. 

"The  competition  is 
really  brutal,"  says  Shelby 
Futch,  a  veteran  golf  en- 
trepreneur and  president  of 
the  Scottsdale  Golf  Group, 
an  Arizona-based  com- 
pany that  owns  and  operates 
golf  courses,  services  and 
products.  "I've  seen  ajillion 
products  over  the  years,  but 
very  few  stick  around  for 
any  length  of  time.  You 
don't  last  if  you  don't  have  a 
good  product,  and  if  you  do 


In  garages  and  basements  all  over  the 
world,  people  putter  around,  so  to  speak, 

designing  clubs,  gloves,  gadgets  and  novelties. 


For  many,  the  PGA  show  is  the 
coming-out  party.  Typically  it  draws  300 
to  350  first-time  exhibitors.  Another 
900,  including  celebrities,  sponsors  and 
representatives  of  major  brands,  fill  the 
Orange  County  Convention  Center's 
500,000  square  feet  of  floor  space.  This 
year's  gathering  included  such  innova- 
tions as  the  Optee,  a  device  that  loads 
balls  on  the  tee  at  a  driving  range,  sav- 
ing you  from  bending  over;  the  Polara 
ball,  a  "self-correcting"  ball  that  its 


have  a  good  product,  at  a  certain  point 
you  need  to  get  bigger,  so  it  winds  up 
going  to  a  bigger  guy  in  the  end.  If 
you  have  a  real  good  product,  some  big 
company  will  come  along  and  do  a 
knockoff.  It's  really  tough." 

There  are  challenges  that  are  general 
to  everyone,  but  particular  products  have 
their  own.  Kye  Power,  a  Manchester, 
New  Hampshire-based  entrepreneur, 
started  her  apparel  company,  Kye  Power 
Inc.,  because  she  loved  the  game  but 


couldn't  relate  to  the  clothes. 

"  I  set  out  to  come  up  with  a  cool 
golf  line  and  solve  the  casual-day 
dilemma,  which  is  that  men  can  wear 
chinos  and  a  polo  shirt  with  a  blue 
blazer  and  look  fine  for  the  office  or  the 
golf  course,  but  there  was  no  equivalent 
uniform  for  women,"  says  Power,  who 
had  previously  worked  as  an  audit 
manager  for  Coopers  &  Lybrand.  "The 
problem  is  that  I'm  in  New  Hamp- 
shire— not  exactly  the  fashion  mecca  of 
the  world,  and  which  also  has  a  short 
golf  season." 

Low-cost  manufacturing  in  Asia, 
though,  wasn't  an  option.  Her  initial 
production  scale  was  too  small,  and 
the  domination  of  the  delivery  lines  by 
major  global  companies  meant  unreli- 
able deliveries.  Manufacturing  in  the 
United  States  would  raise  the  price  of 
the  clothes.  "And  if  you're  going  to  be 
expensive,  you're  competing  with  the 
Ralph  Laurens  and  the  Burberrys,  so 
you  have  to  be  really  good." 

But  she  decided  to  take  the  risk  and 
used  top  New  England  mills.  Like 
Ballzee's  Sprague,  her  lack  of  creden- 
tials didn't  deter  her  from  creating  her 
own  designs.  Right  out  of  the  gate, 
following  her  debut  at  the  2003  PGA 
Show,  she  won  that  year's  Polartec 
APEX  Design  Award  for  her  Power 
Shirt,  beating  out  heavyweights  includ- 
ing Patagonia  and  Nike. 

"We  did  a  good  job  in  not  making 
it  look  like  golf  apparel,"  says  Power. 
That,  too,  was  as  much  determined 
by  market  circum- 
stances as  by  her  vi- 
sion. Women  don't 
tend  to  go  into  golf 
shops,  so  golf  shops 
don't  stock  a  lot  of 
items  for  them.  That  meant  Power  had 
to  get  her  line  into  boutiques  as  well,  es- 
pecially at  resorts.  Three  years  later,  she 
has  managed  to  get  on  the  shelves  and 
racks  of  places  such  as  the  Ritz-Carlton 
Kapalua  in  Hawaii,  which  carries  her 
line  in  the  boutique  and  in  a  golf  shop. 

Futch,  who  developed  a  wedge  in  the 
'90s,  figures  one  category  that  remains 
relatively  open  for  entrepreneurs  is  put- 
ters, which  are  like  umbrellas  insofar 
as  people  tend  to  keep  trying  new  ones 
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There  are  places  where  the  grasp  of  time  simply  cannot  reach. 


because  they  can't  get  any  single  one  of 
them  to  work  that  well. 

"People  are  always  looking  for  another 
putter,"  Futch  says.  "They'll  have  one 
driver  but  six  putters.  It's  fairly  easy  to  get 
someone  on  the  tour  who  carries  them 
around  and  lets  the  guys  try  them."  Fairly 
easy,  that  is,  if  you're  in  the  business. 
Unfortunately,  not  just  anybody  can  show 
up  and  sidle  up  to  the  stars. 

Nevertheless,  that's  the  tack  Larry 
Weeks,  who  just  launched  his  company, 
Dead  Straight  Golf,  is  planning  to  take. 
His  introduction  to  the  business  came 
from  his  own  common-enough  situation, 
namely  that  he  was  a  decent  ball  striker 
and  a  lousy  putter.  Weeks  was  also  a 
mechanical  engineer,  and  he  devoted 
himself  to  creating  his  own  putter,  which 
took  into  account  the  physics  involved  in 
the  roll  of  a  dimpled  ball  on  the  surface  of 
a  green.  In  2005,  Golf  TestUSA,  a  Con- 
sumer Reports-like  equipment  rating  com- 
pany, gave  his  Middleweight  the  highest 
score  for  distance  control  of  150  putters  it 
tested  and  the  fourth-highest  rating  over- 


all. (In  2006,  he  dropped  into  a  tie  for 
fifth  best  overall  and  was  about  to  be 
retested  at  the  time  of  this  writing.) 

"  I've  had  on  my  design-engineer  hat," 
the  San  Diego  resident  says.  "Now  I 
have  to  wear  a  business  hat,  and  it's  been 
tougher  than  I  expected.  But  I'm  not 
interested  in  being  bought  out.Tt's  my 
creation,  my  baby,  and  I  don't  want  to 
hand  it  over  to  somebody  else." 

II  the  plan  bucks  the  advice  of  veterans, 
it's  also  a  common  enough  refrain. 

For  the  moment,  Sprague  and  Power 
both  appear  to  be  beating  the  odds.  Major 
retailers  carrying  the  Ballzee  include 
Golfsmith,  Edwin  Watts  Golf  and  Dick's 
Sporting  Goods.  Power  has  crossed  a  few 
thresholds  herself.  "Our  goal  was  to  in- 
crease our  number  of  doors  by  100  percent 
during  our  initial  five-year  strategic-plan 
period,  with  revenue  tracking  accord- 
ingly," she  says. "  To  date,  we're  on  target." 
In  addition  to  the  Ritz-Carlton  Kapalua, 
her  apparel  is  in  a  raft  of  prestigious 
private  clubs  and  resorts  like  the  Wailea 
Golf  Club  and  the  Doral  Resort  &  Spa  in 


Miami,  and  the  Westin  La  Cantera  R| 
sort  in  San  Antonio. 

The  cautious  attitude,  if  not  downrig! 
skepticism,  of  buyers  at  Power's  fir 
show,  though,  remains  a  reminder 
how  elusive  success  can  be.  "You  could  si 
they'd  had  it  with  turnover  in  the  indu 
try,"  she  recalls.  "They'd  say,  'Love  tl 
product.  If  you're  still  here  in  two  yeni 
we'll  buy  from  you.'  "  • 


Follow-Through 

BALLZEE:  (800)  457-0577, 

www.getballzee.com 

OPTEE:  (617)  548-0681, 

www.optee.com 

POLARA:  (866)  556-3100, 

www.northof90.com 

EXPLANAR:  (407)  645-4653, 

www.explanar.com 

KYE:  (603)  627-8885, 

www.kyepower.com 

DEAD  STRAIGHT  GOLF:  (858)  663- 

8145,  www.deadstraightgolf.com 


ihe  asked  the  bartender  for  a  cocktail. 
He  made  history  instead. 

It  was  a  sweltering  tropical  afternoon  sometime  in  the 
early  1900s.  The  wicker  fans  at  the  Long  Bar  tried 
mightily,  but  failed  to  dispel  the  oppressive  heat.  While 
the  men  imbibed  a  variety  of  spirits,  the  ladies  had  to 
be  content  with  rather  more  insipid  beverages.  One 
brave  soul,  however,  had  different  ideas.  Bartender 
Ngiam  Tong  Boon  was  of  a  similar  mind.  Wicked 
gleam  in  his  eye,  he  mixed  a  cocktail  of  gin,  cherry 
brandy,  Cointreau  and  lime  juice,  camouflaging  its 
lethal  nature  with  a  splash  of  grenadine  syrup.  She 
accepted  Ngiam's  creation  with  a  wink,  and  gleefully 
downed  it.  Nowadays,  this  legendary  pink  drink  is 
available  for  the  asking  at  the  Long  Bar.  After  which, 
(Rem  Ho  5291SS03A)  one  rnight  even  acquire  a  taste  for  history. 


Experience  the  Legend.   1  B< 


ire  189673  Tel: 


Website:  www.raHlcshotel.i 


e-mail:  railles@raITlcs.com 
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In  the  heorr  of  Asia  lies  a  land  of  many  cultures,  wonders 
and  attractions.  As  well  as  more  than  200  of  the  most 
scenic,  yet  most  demanding  golf  courses,  ingeniously 
created  by  world-renowned  designers.  In  amazing  locations 
by  tropical  beaches,  dramatic  cliffs  and  lofty  mountaintops. 
Where  is  this  land  that's  truly  / 
a  golfing  paradise?  It  can  ff  \JX\ <\XA- 


only  be  Malaysia,  Truly  Asia. 


[Jrnly  Asia 
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Fox:  +1-212-754  1116   E-moil:  mrpb@ool.com     LOS  ANGELES:  818  Wesr  Seventh  Srreer,  Suire  970,  Los  Angeles,  CA  90017,  Unired  Srores  of  America 
Toll  Free:  1-800  336  6842  Tel:  +1-213-689  9702  Fox:  +1-213-689  1530    VANCOUVER:  1590-1111,  Wesr  Georgia  Srreer,  Vancouver,  British  Columbia, 
Canada  V6E  4M3  Toll  Free:  1-888  689  6872  Tel:  +604-689  8899  Fax:  +604-689  8804  Website:  www.molaysiarourism  ca 
KUALA  LUMPUR  (Head  Office).  17th  Floor  Menara  Daro'  Onn,  Purra  World  Trade  Cenrre,  45  Jolan  Tun  Ismail,  50480  Kuala  Lumpur,  Malaysia. 
Tel:  +603-2615  8188  Fax:  +603-2693  5684  Website:  www.tourismmalaysia.gov  my 


Real  Escapes  by  Taylor  Antrim 


Jim  Dine's 
ghts  Above 

the  Town, 
Valla  Walla, 
004.  Right: 
Three  from 
rank  Stella 


_  rand  architecture  makes  its  statement  at  a 
I   distance.  Those  Richard  Meier  condomini- 
^^^^  urns  on  Manhattan's  far  West  Side  look  their 
:st  from  the  middle  of  the  Hudson.  And  the  finest  view 
One  Central  Park's  soaring  glass  towers  is  in,  well, 
entral  Park. 

Azzurra's  grand  statement,  on  the  other  hand,  is  made 
close  range.  Viewed  from  busy  Lincoln  Boulevard  in 

[arina  del  Rey,  California,  this  blue-glass  high-rise 
waterfront  condominiums  is  pleasant  enough,  if 

ispectacular.  Inside,  however,  three  bold,  colorful 

orks  stand  out  on  the  mahogany  wall  above  the 

ception  desk  in  the  lobby. 


Home 

Is  Where 
The  Art  Is 

Marina  del  Rey's  Azzurra 
presents  the  latest  twist 

on  luxury  real  estate: 
the  condominium  high-rise 
as  museum  exhibit. 
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  COLDWELL  BANKER   

P  R  E  V  I  E  W  S 

  INTERNATIONAL'  


FRANKLIN  LAKES,  NEW  JERSEY  carole  «lynn"  brescia 

This  10,000-square-foot,  Old  World  home  features  a  great  room  with  nrc^c^A^Dn^^^i: 

,                                                           °  RESIDENTIAL  BROKERAGE 

a  20-root  fireplace,  a  state-of-the-art  home  theater  and  an  elevator.  phone-  201  848  3202 

PRICE:  $9,984,000 


AS   SEEN   IN   UNIQUE  HOMES 


PREVIEW  THOUSANDS   OF   EXCEPTIONAL  HOMES 
AT  COLDWELLBANKERPREVIEWS.COM 


PARADISE  VALLEY,  ARIZONA 
Located  near  the  Sanctuary  Resort  and  Spa,  this  fine  estate  overlooks 
the  McDowell,  Superstition,  Four  Peaks  and  Camelback  Mountains. 

Price  Upon  Request 

ELLIE  SHAPIRO 
COLDWELL  BANKER 
RESIDENTIAL  BROKERAGE 
Phone:  602.468.8863 

DEDICATED   TO   LUXURY   REAL  ESTATE 


COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 


4)2006  Coldwell  Hanker  Real  Estate  Corporation.  Coldwell  Banker*  is  a  registered  trademark  licensed  to  Coldwell  Banker  Real  tslate  Corporation.  An  Equal  Opportunity  Company.  Equal  Housing 
Opportunity. LhI  Each  Coldwell  Banker*  Office  Is  Independently  Owned  And  Operated,  Except  Offices  Owned  And  Operated  by  NRT,  Inc. 


Wow,  you  think,  stepping  back  and 
ng  another  look.  Those  are  Stellas. 
;  14-foot-long  painting  to  the  left  is  by 
i  Artist  Jim  Dine.  The  shiny  blue  swirl 
iveted  tin  near  the  elevators  is  by  L.A. 
agist  Tony  Berlant.  And  up  in  the  mez- 
ine  hang  lithographs  by  Ellsworth 
ly,  Ed  Ruscha  and  Jasper  Johns, 
rhat's  just  for  starters.  The  public 
:es  of  Azzurra's  19  stories  feature  more 
1 150  works  by  50  artists,  most  of  them 
tral  to  the  Los  Angeles  art  scene  of  the 
0s  and  70s.  Each  floor  above  the  mez- 
ine  is  dedicated  to  a  single  "artist  in 
dence,"  with  three  large  works  in  each 
ridor  and  two  smaller  pieces  in  one 
he  elevator  foyers.  Floor  8  is  devoted 
Sam  Francis,  17  to  David  Hockney, 
:o  Johns,  4  to  Ruscha,  11  to  Richard 
benkorn,  14  to  Robert  Rauschenberg, 
penthouse  to  Andy  Warhol  and  so  on. 
ill,  it's  a  $2-million  collection  with 
coherence  and  edifying  heft  of  a  fine 
seum  exhibition.  It's  also — like  those 
litecturally  striking  condo  buildings  in 
nhattan — the  latest  marriage  of  cul- 
:  and  real  estate,  a  lure  to  buyers  who 
it  a  dose  of  sophistication  with  their 
athtaking  views  and  resort-caliber 
mities.  Colony  Capital,  which  bought 

three-year-old  building  early  last 
r  and  spent  $15  million  updating  the 
1,  indoor/outdoor  fitness  area  and  roof 
k,  is  betting  that  clients  will  have  their 
ds  turned  by  the  notion  of  passing 
/arhol  or  Hockney  or  Diebenkorn  en 
te  to  their  front  door.  Sales  agent  the 
ishine  Group  has  targeted  its  market- 
of  the  building  around  the  art  collection 

has  sold  60  percent  of  the  building's 
i  units  in  six  months. 
'It's  a  differentiating  factor,"  says  Tom 
rrison,  a  principal  at  Colony.  "We 
ited  to  add  substance  and  authenticity 
he  building.  And  an  art  collection  was 
itural  outgrowth  given  the  location." 
rhat  location  inspired  Azzurra's  art 
sultant,  Julie  Cline,  to  link  the  build- 
to  the  history  of  nearby  Venice  beach. 
:he  '60s  and  70s,  Venice's  local  artists 
:d  a  fun-in-the-sun  life  of  surfing, 
ng  around  in  cars  and  on  motorcycles, 
[  other,  more  countercultural  pursuits, 
ich  drew  New  York  luminaries  like 
irhol  and  Rauschenberg  west  to  inves- 
ite.  Colony  liked  the  idea  of  chronicling 


the  era  through  art,  settled  on  a  budget  and 
turned  Cline  loose  to  spend  the  next  11 
months  purchasing  pieces  out  of  galleries, 
artists'  own  studios  and  private  collec- 
tions. "There's  a  lot  more  art  here  than  $2 
million,"  she  says,  noting  that  she  bought 
many  pieces  under  market  value.  "People 
wanted  to  be  a  part  of  this  collection." 

To  contextualize  the  works,  she  also 
acquired  vintage  photographs  of  the 
artists,  many  taken  by  the  actor  Dennis 
Hopper  (whose  re-creation  of  his  1961 
Los  Angeles  snapshot  Double  Standard 
also  hangs  billboard-sized  in  the  lobby). 
Exit  the  elevator  on  any  floor  and  you're 
met  with  a  life-sized  and  appealingly 
eccentric  portrait:  John  Altoon,  for 
instance,  standing  shirtless  in  pajamas 
outside  his  ramshackle  house,  or  Robert 
Rauschenberg  sticking  his  tongue  out 
at  the  camera.  There's  also,  hanging  in 
the  mezzanine,  Julian  Wasser's  racy  1963 
photo  of  Marcel  Duchamp  playing  chess 
with  a  nude  Eve  Babitz  at  his  Pasadena 
Art  Museum  retrospective  (his  first  in  the 
U.S.).  "I  really  wanted  to  tell  the  story  and 
connect  the  building  to  the  period,"  says 
Cline,  who  knows  a  few  of  the  artists  per- 
sonally, and  who  wrote  short  biographies 
of  each  to  accompany  the  collection.  She 
credits  Colony  with  having  the  courage  to 
commit  to  the  $2-million  budget.  "I  think 
that  they  really  took  a  chance  here.  There 
are  so  few  developers  who  would  have  the 
guts  to  do  this." 

Colony's  investment  is  further  note- 
worthy considering  that  unlike  fine  hotel 
collections,  these  pieces  are  being  turned 
over  to  the  building's  residents.  "[The 
owners]  will  have  a  living  collection  of  art 
that  they  can  add  to  or  change  out,"  says 
Harrison.  "They  can  grow  the  collection  if 
they  wish."  Colony  might  even  be  passing 
along  a  good  investment,  one  that  could 
appreciate  in  value.  Or  more  importantly, 
in  prestige,  says  Santa  Monica  gallery 
owner  Bobbie  Greenfield,  who  represents 
many  of  the  artists  at  Azzurra.  "To  see 
those  three  large  Stellas  on  the  wall  is 
glorious,"  she  says.  "All  of  a  sudden  you 
are  coming  home  to  an  environment  that 
speaks  well  of  you."  • 

Azzurra's  one-  to  three-bedroom  condomini- 
ums range  from  $550,000  to  $4.4  million. 
www.azzurra-delrey.com. 


Four  Seasons 


From  the  moment  you  reach 
our  doors,  you'll  know  that  we've 
been  expecting  you.  welcome  into 
a  world  of  embracing  comfort, 

where  everything  has  been 
thoughtfully  prepared  for  your 
arrival.  Experience  the  peace  of 
mind  that  comes  from  knowing 
every  detail  is  just  as  it  should 

be,  with  nothing  overlooked. 
All  of  which  leaves  you  free  to 
focus  on  what  brought  you  here. 


Contact  your  travel  consultant, 
visit  www.fourseasons.com  or 
in  the  U.S.  call  1-866-536-9558. 


nsTLER       Atlanta       Nevis  Budap 


Quintessentials  by  Mark  Grischke 


P 

heodore  Roosevelt  wore  one.  So  did  Ernest  Hem- 
ingway. Yves  Saint  Laurent  even  whipped  up 
a  couture  model,  in  1968,  by  which  time  the 
afari  jacket  had  been  promoted  from  army  sur- 
lus  to  chic  wardrobe  staple.  Originally  part 
f  colonial  uniforms  (the  word  "safari"  is 
wahili),  the  first  version  was  a  lightweight 
haki  jacket  worn  by  late- 19th-century 
iritish  forces  in  India  and  Africa,  and  by 
J.S.  soldiers  in  the  Spanish-Ameri- 
an  war.  Designed  to  be  hard-wearing 
nd  multifunctional,  the  safari  jacket 
ras  quickly  adopted  by  turn-of-the- 
sntury  sportsmen  bound  for  Africa, 
outh  America  and  other  far-flung 
estinations. 

Ben  Willis  was  one  of  those 
Dortsmen.  In  1902,  after  a  frus- 
rating  experience  outfitting  his 
wn  subarctic  expedition,  he  started 
company  to  make  the  gear  himself, 
i  1932,  he  was  joined  by  Howard 
Jeiger,  and  the  firm  Willis  &  Geiger 
ecame  one  of  the  best-known  manu- 
icturers  of  expedition  clothing.  Sadly, 
fter  outfitting  everyone  from  Charles 
indbergh  to  Clark  Gable  (for  1953's 
logambo),  the  brand  was  bought,  sold  and 
[timately  liquidated  in  the  late  1990s.  Its  sa- 
in jacket — classically  styled  with  four  pock- 
:s,  a  belt  and  epaulets — is  still  sought  by  purists. 

That  said,  there's  no  "original"  safari  jacket:  Inter- 
relation is  allowed.  Cotton  khaki  is  still  the  obvious 
ivorite,  but  versions  in  suede  look  dashing  on  those  men 
hose  adventures  are  more  urban  than  sub-Saharan.  Lost 
Worlds,  which  began  as  a  mail-order  resource  for  Willis 
:  Geiger,  now  reproduces  many  of  the  defunct  outfitter's 
gnature  items.  The  Italian  firearms  company  Beretta 
:11s  safari  clothing  with  European  flair.  But  no  one  has 
alished  the  colonial  look  to  such  a  high  gloss  as  Ralph 
auren,  whose  most  recent  interpretation  references  the 
riginal  uniform:  Note  the  brass  buttons,  the  set-in  belt 
id  the  bellows  pockets.  It's  a  perfect  example  of  form 
leeting  function  (with  a  dash  of  romanticism),  which 
lms  up  the  appeal  of  the  safari  jacket  itself.  Polo  by  Ralph 
auren  cotton  jacket,  $295,  and  linen  shirt,  $210,  at  Ralph 
auren  stores,  (888)  475-7674,  www.polo.com;  jacket  also 
vailable  at  Bergdorf  Goodman  Men,  New  York  • 


It  On 


The  safari  jacket  has  always 
said:  "ready  for  anything." 
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Boats  by  Bernadette  Bernon 


Nautical  Noir 


ichael  Kahn's  award-winning  photography 
\  /  I     of  classic  yachts  is  so  luminous  that  it's  im- 

possible  to  mistake  his  sepia-toned  silver- 
1  gelatin  prints — they're  that  distinctive, 

ich  signed  picture  is  mounted  on  archival  mat  and 
fered  in  editions  of  50  or  less.  If  you're  in  Nantucket 
is  summer,  stop  by  the  Cavalier  Gallery  to  view  some 
his  work.  For  ordering  information,  (610)  383-9250, 
'  check  www.michaelkahn.com. 


CELEBRATING  A 
CLASSIC 

About  the  time  Henry  Ford 
began  experimenting  with 
gasoline  engines,  Chris 
Smith,  founder  of  Chris-Craft, 
was  building  his  first 
motorboat — the  revolutionary 
Dart.  Today  the  legend 
continues  with  the 
Speedster,  a  20-foot  rocket 
featuring  a  distinctive 
reverse-transom,  a  deep-V 
hull,  flared  bow  and  classic 
dashboard.  $38,000. 
www.  chriscraft.  com. 


NOW  YOU'VE  SEEN 
IT  ALL 

No  more  squinting  or 
switching  glasses  to  read  the 
tiny  print  on  navigational 
charts  or  the  GPS.  These 
high-performance  Ono's 
Trading  Company  sunglasses 
are  polarized  and  UV- 
protected,  and  have  bifocals 
discreetly  built  in.  You  can 
select  both  the  tint  and 
magnification  power  for  any 
of  ten  styles.  $89  to  $149. 
(866)  865-4695,  www.onos 
tradingcompany.  com. 
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The  Good  Life — 
at  Sea 

FILLETS  OF  LAMB  WITH  TRUFFLE-PARSLEY  CRUST 
and  Perigueux  sauce;  a  terrine  of  goat  cheese,  sun-dried 
tomatoes  and  pistachios  wrapped  with  potatoes;  baby 
green  beans  and  cherry  tomatoes  with  grapefruit 
dressing;  orange  and  poppy-seed  ice  cream  wrapped  in 
phyllo  and  deep-fried  with  an  orange  coulis.  This  is  just 
a  typical  Monday  dinner  alfresco  aboard  the  144-foot 
Four  Wishes,  where  nine  crew  members  see  to  your  every 
desire.  Toys  include  mountain  bikes,  a  water  trampo- 
line, wave-runners,  a  parasail,  underwater  scooters  and 
a  private  Jacuzzi  under  the  stars.  Or  perfect  your  golf 
swing  from  the  sundeck  driving  range.  (The  balls  float. 
Of  course.)  Four  Wishes,  $140, 000  a  week for  ten  guests; 
winter  in  the  Caribbean,  summer  in  the  Mediterranean. 
www.fr aseryachts.  com. 


TOPSIDE 
LAPTOP 


SkyMate  is  the 
boater's  all-in-one  wireless 
information  source.  The 
brainchild  of  John  Tandler, 
former  CTO  of  Orbcomm, 
SkyMate  sends  and  receives 
e-mail  and  allows  the  user  to 
create  a  private  or  public 
blog  that  can  be  updated 
while  you're  underway.  View 
customized  weather  reports, 
news,  sports  scores  and 
stock  quotes,  or  translate 


e-mails  into  voice  or  fax 
messages.  Send  automated 
position  reports  to  loved 
ones  at  home.  But  its  reach 
isn't  limited  to  the  outside 
world:  SkyMate  also 
monitors  your  boat's  bilge, 
batteries  and  power.  The 
unit  is  $1,199  plus  monthly 
fees.  (703)  636-4220, 
www.skymate.com. 
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Peaceful,  restful  sleep. 


Discover  Lunesta,™  a  sleep  aid  that  can  change  your  nights. 


iven  when  your  restless  mind  keeps  you  awake, 
.unesta  can  give  your  body  and  mind  the  soothing 
leep  you  need.  Lunesta  not  only  helps  most  people 
all  asleep  fast,  it  helps  you  sleep  all  through  the 
light.  Peacefully,  uninterrupted.  Lunesta  works 
[uickly  so  you  should  only  take  it  right  before  bed. 
\nd  prescription  Lunesta  is  non-narcotic,  and 
ipproved  for  long-term  use.  Of  course,  do  not  use 
leep  medicines  for  extended  periods  without  first 
alking  to  your  doctor. 


tow's  the  time  to  catch  the  sleep  you  need. 

f  you've  been  hesitant  to  take  a  prescription 

leep  aid,  be  sure  to  ask  your  doctor  about  Lunesta. 


How  are  your  sleeping  habits?  There  are  many 
changes  you  can  make  in  your  lifestyle  to  improve 
your  sleep.  To  find  out  more  go  to  www.lunesta.com 

Important  Safety  Information:  Be  sure  you  have  at 
least  eight  hours  to  devote  to  sleep  before  becoming 
active.  Until  you  know  how  you'll  react  to  Lunesta, 
you  should  not  drive  or  operate  machinery.  Do 
not  use  alcohol  while  taking  Lunesta.  Most  sleep 
medicines  carry  some  risk  of  dependency.  Side  effects 
may  include  unpleasant  taste/headache,  drowsiness 
and  dizziness. 

See  important  patient  information  on  the  next  page. 


Leave  the  rest  to  Lunesta 


2006  Sepracor  Inc. 


i-8oo-Lunesta  www.lunesta.com 


Lunesta 

-~ — - — ^(eszopiclone)€ 

1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  In  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chrdnic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  reaiize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unusual  oil 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  potential 
effects  in  the  unborn  baby  when  used  during  the  last  weeks; 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pregnant] 
if  you  are  planning  to  become  pregnant,  or  if  you  become; 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  present 
in  breast  milk  after  use  of  the  medication.  The  effects  of  very 
small  amounts  of  LUNESTA  on  an  infant  are  not  known! 
therefore,  as  with  all  other  prescription  sleep  medicines,  it  is 
recommended  that  you  not  take  LUNESTA  if  you  are  breast- 
feeding a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  othen 
sleep  medicine,  you  should  observe  the  following  cautions: 

1.  LUNESTA  is  a  prescription  medicine  and  should  ba 
used  ONLY  as  directed  by  your  doctor.  Follow  youii 
doctor's  instructions  about  how  to  take,  when  to  take, 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine  fori 
longer  than  directed  by  your  doctor. 

3.  If  you  notice  any  unusual  and/or  disturbing  thoughts 
or  behavior  during  treatment  with  LUNESTA  or  any 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  may  be 
taking,  including  medicines  you  may  buy  without  a 
prescription  and  herbal  preparations.  You  should  also 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  alcohol 
while  taking  LUNESTA  or  any  other  sleep  medicine. 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get  8  or 
more  hours  of  sleep  before  you  must  be  active  again. 

6.  Do  not  increase  the  prescribed  dose  of  LUNESTA  or 
any  other  sleep  medicine  unless  instructed  by  your 
doctor 

7.  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  problems 
the  first  night  or  two  after  stopping  any  sleep  medicine. 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnant,  il 
you  are  planning  to  become  pregnant,  if  you  become 
pregnant,  or  if  you  are  breastfeeding  a  baby  while 
taking  LUNESTA. 

10.  As  with  all  prescription  medicines,  never  share 
LUNESTA  or  any  other  sleep  medicine  with  anyone 
else.  Always  store  LUNESTA  or  any  other  sleep  medicine 
in  the  original  container  and  out  of  reach  of  children. 

11.  Be  sure  to  tell  your  doctor  if  you  suffer  from  depression. 

12.  LUNESTA  works  very  quickly.  You  should  only  take 
LUNESTA  immediately  before  going  to  bed. 

13.  For  LUNESTA  to  work  best,  you  should  not  take  it  with 
or  immediately  after  a  high-fat,  heavy  meal. 

14  Some  people,  such  as  older  adults  (i.e.,  ages  65  and 
over)  and  people  with  liver  disease,  should  start  with 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctor  may 
choose  to  start  therapy  at  2  mg.  In  general,  adults 
under  age  65  should  be  treated  with  2  or  3  mg. 

15.  Each  tablet  is  a  single  dose;  do  not  crush  or  break 
the  tablet. 

Note:  This  summary  provides  important  information  about 
LUNESTA.  If  you  would  like  more  information,  ask  your 
doctor  or  pharmacist  to  let  you  read  the  Prescribing 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 
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he  tranquil  trout  pond  and  spectacular  views  of  Alpine  Ranch 


!3^of  David  Ramaley,  Prudential  Utah  Real  Estat> 


ark  City,  an  idyllic  mountain  town  that  hasn't  lost 
^  sight  of  the  mountains,  has  its  gentrification  well  in 
hand.  Three  decades  removed  from  the  golden  age  of  ski 
bums,  this  tony  community  has  been  recast  by  the  prominence 
of  the  2002  Olympic  Winter  Games  in  Salt  Lake  City  to  become 
one  of  the  Rocky  Mountain  West's  most  desirable  destinations. 


Advertisement  2 


Park  City  holds  dearly  its 
connection  with  the  earth, 
for  it's  the  earth  that 
launched  the  town  back 
in  1868,  when  silver  was 
first  pried  from  the  mountains.  Silver, 
gold,  lead  and  zinc  not  only  made 
Park  City  the  nation's  richest  mining 
camp  at  one  point,  with  the  reserves 
holding  a  gross  valuation  of  $2.5  bil- 
lion, but  also  spawned  23  million- 
aires, including  George  Hearst, 
grandfather  of  newspaperman  William 
Randolph  Hearst. 

After  struggling  economically 
through  the  first  five  decades  of  the 
20th  century,  Park  City  struck  anoth- 
er mother  lode  in  the  fluff  that  buries 
its  mountains  with  more  than  25  feet 
of  snow  each  winter.  Today,  those 
mountains  nurture  three  world-class 
ski  resorts  that  together  command 
8,550  acres  of  terrain,  an  outrageous 
sum  of  ski  and  snowboard  playground 
for  one  town  to  claim.  Come  summer, 
this  bucolic  tableau  attracts  hikers, 
mountain  bikers  and  runners  who 
have  access  to  a  325-mile-long  trail 
network  that  is  the  envy  of  other 
mountain  resort  towns.  Is  it  any  sur- 
prise that  Olympic  athletes  such  as 
Bode  Miller,  Ted  Ligety,  Joe  Pack  and 
Chris  Witty  make  Utah's  only  true  ski 
town  their  part-time  residence  to  enjoy 
these  training  grounds? 

A  Private  Retreat  in 
Endless  Nature 

The  Silver  Strike  Lodge,  at  the 
Deer  Valley  Resort,  is  perfectly 
placed  to  access  those  outdoor 
amenities.  Across  from  the  high- 
speed lift  of  the  same  name,  the 
sumptuous  lodge  in  the  heart  of  The 
Village  at  Empire  Pass  offers  33 
homes  that  reflect  the  ruggedness  of 
the  embracing  mountains  and  their 
forests  with  rough-hewn  timbers, 
fieldstone  fireplaces  and  copper 
accents.  Inside,  the  homes  will  boast 
unmatched  elegance  in  knotty  alder 
custom  doors  and  trim,  hardwood 


and  stone  flooring,  steam  showers, 
heated  floors  in  the  master  bath- 
room, and  oversized  Wolf  and  Sub- 
Zero  appliances  and  granite  counter- 
tops  in  the  kitchen.  Owners  can 
personalize  these  homes  by  choosing 
from  a  variety  of  floor  plans  as  well 
as  a  range  of  trim  finishes,  stone 
treatments,  cabinetry  and  hardware. 

Elsewhere  in  the  lodge,  they'll 
enjoy  a  private  lounge,  library,  fit- 
ness room  and  ski  locker  room, 
while  a  heated  patio  with  two 
grotto-held  spas  and  fire  pit  await 
outside.  Owners  also  have  access  to 
two  guest  apartments  if  they  want 
extra  space  for  their  guests.  With 
just  10%  of  Empire  Pass's  roughly 
1,500  acres  slated  for  development, 
the  setting  boasts  glades  of  aspen 
and  forests  of  spruce  and  pine  that 
draw  in  deer,  elk  and  moose. 

It's  that  slice  of  resident  wildness, 
against  a  ski-town  backdrop,  that 
the  nearby  Salt  Lake  City  Interna- 
tional Airport  makes  the  most  acces- 
sible in  the  country  from  either 
coast.  Though  most  visitors  come  to 
town  for  the  snow,  they  soon  dis- 
cover that  with  its  low  humidity, 
sunny,  warm  days  and  cool  nights, 
summer  just  might  be  the  town's 
finest  season. 


A  Club  at  Extraordinary 
Heights 

At  Promontory  -  The  Ranch  Club, 
a  7,000-acre  expanse  of  rolling  hills, 
draws  and  canyons,  second-home: 
owners  savor  a  nature  preserve  designed! 
to  inspire  multi-generational  family 
gatherings  in  an  outdoor  environment. 
These  homesteads  range  from  less  than 
an  acre  to  40  acres  in  size. 

Echoes  of  Park  City's  increasingly 
popular  summer  season  are  reflected  in 
Promontory's  adventurous  layout. 
Laced  throughout  the  roughly  7,000 
acres  are  more  than  50  miles  of  hiking 
and  equestrian  trails  that  double  as 
snowshoe  paths  and  groomed  Nordic 
ski  loops  in  the  winter.  Trail  rides,  trout 
fishing  and  barbecues  knit  family  bonds1 
tighter,  while  club  facilities  for  adultsi 
and  the  "kids-only"  Kinnikinnick  Cabin 
allow  for  quality 


time  when  apart. 
This  summer,  the 
Jack  Nicklaus  Sig- 
nature Valley  Golf 
Course  joins  the 
Pete  Dye  Canyon 
Golf  Course  to 
give  Promontory 
members  two  of 
the  area's  most 
challenging  sets  of 


Rough-sawn  timbers,  rich  stone  and  vaulted  ceilings  frame  the  wilderness  at 
Silver  Strike  Lodge 
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links,  and  future  expansion  includes  up 
to  five  courses  in  all.  A  soon-to-open 
equestrian  center  will  provide  first-rate 
stables  for  owners'  horses.  Promonto- 
ry's painstakingly  restored  1939  "Jam- 
mers" stand  ready  to  transport  skiers  to 
Promontory  Club's  slopeside  Alpine 
Lodge  at  Deer  Valley  and  to  any  of  Park 
City's  resorts. 

The  Chateaux  in  the  Clouds 

Cross-valley,  The  Canyons  Resort 
climbs  to  the  roof  of  the  Wasatch 
Range  as  the  state's  largest  ski  resort, 
with  3,500  acres  of  terrain,  mountain 
biking  and  hiking  trails,  and  the 
planned  addition  of  an  18-hole 
golf  course  that  will  cement  the  resort's 
reputation  as  a  year-round  playground. 

Blended  into  the  aspens,  spruce 
and  pines  near  the  toes  of  the  resort's 
White  Pine  and  Red  Pine  canyons, 
Les  Chateaux  DuVal  brings  old- 
world  charm  with  its  sophisticated 
use  of  natural  rock,  heavy  beams  and 
distressed  wood  in  an  intimate  ski-in, 
ski-out  village  of  18  single-family 
custom  homesteads.  Les  Chateaux 
DuVal  is  only  minutes  from  historic 
Main  Street,  yet  it  feels  worlds  apart. 
Each  home  is  carefully  situated  on  its 
lot  so  its  oversized  windows  frame 


Photos  below  and  right  courtesy 
of  Promontory  -  The  Ranch  Club 


the  most  dramatic 
views  of  the  surround- 
ing peaks. 

Les  Chateaux  DuVal's 
home  designs,  unlike 
those  in  many  other 
developments,  already 
have  the  requisite  permits  and 
approvals,  which  will  greatly  reduce 
the  time  it  takes  to  build  a  custom 
home.  Owners  have  wide  leeway  in 
selecting  the  millwork,  hardwood 
flooring,  trusses  and  beams  and  floor 
coverings  in  a  home  with  as  many  as 
six  bedrooms,  radiant  heating 
throughout,  a  ski-prep  room,  home 
theater,  wine  cellar  and  gourmet 
kitchen.  Heavy,  exposed  timber 
beams  support  the  vaulted  ceilings, 
while  massive  stone  fireplaces  with 
thick  wooden  mantles  enhance  each 
home's  rustic  atmosphere. 
Outside,  natural  landscap- 


Sir-  V.' 


The  classic  European  beauty  and  charm  of 
Les  Chateaux  DuVal 


ing  greatly  minimizes  yard 
care  while  round-the-clock 
security  and  property 
maintenance  provide  a 
sense  of  well-being.  Les 
Chateaux  DuVal  provides 
its  owners  with  a  custom- 
crafted  single-family  home 
in  Park  City's  fastest- 
growing  resort  with  prices 
starting  at  $2,450,000. 


The  warm  glow  of  the  luxurious  Ranch  Club  and  the 
pristine  green  of  Promontory's  signature  golf  courses 


A  Tranquil  Park  City 
Escape 

Throughout  the  Park  City  area, 
real  estate  opportunities  range  from 
quaint  city  lots  to  large  estates  such 
as  the  Alpine  Ranch.  Roughly  36 
acres  located  on  a  rare,  flat  parcel 
beneath  Quarry  Mountain,  and  with 
horizon-stretching  views  of  The 
Canyons,  this  $9.5-million  ranch  har- 
bors the  coveted  rural  feel  that  made 
Park  City  famous.  Four  artesian  wells 
and  approximately  79  acre-feet  of 
water  rights  nourish  the  property. 
More  than  2,000  trees  —  Austrian 
pines,  aspens,  spruce,  willows  anc 
cottonwoods  —  have  been  plantec 
throughout  the  acreage,  which  also 
claims  25  acres  of  irrigated  land  sown 
in  oats  each  summer  to  help  feed  the 
horses  stabled  on  the  property.  The 
5,741-square-foot,  four-bedroomi 
home  tames  winter's  chill  with  three 
fireplaces  and  radiant  heating 
beneath  the  alder  plank  flooring. 
There's  also  a  cook's  dream  kitchen 
that  features  side-by-side  Gaggenaui 
ovens  and  a  wood-burning  pizza 
oven.  Out  back,  a  gazebo  frames  sun- 
sets that  rise  above  a  trout  pond. 
Beyond  the  ranch's  three-bedroom 
guest  cottage  stands  a  heated,  indoor 
riding  arena  with  14  stalls,  tack 
rooms,  an  office  and  hay  lofts.  The 


SEASONS.  ONI  INCOMPARABLE  PLACE  TO  ENJOT  JHEM. 


The  world's  finest  private  mountain  preserve 


ustom  homes  from  $1.7  million.  Homesites  from  the  high  $500s. 

www.PromontoryClub.com  888.458.6600 


PROMONTORY 

PARK  CITY  •  DEER  VALLEY 


OR.  required  by  W^l  or  .rare  Ijw.  and  read  .r  Wore  rign.ng  inching  No  Moral  or  .rare  agency  hoi  judged  rl.e  n.er.r,  o,  value,  rfany.  of  rim  propcrry  Plan,  .ubieer  ro  change  w.rhour  nonce.  ©  2006  ['..oral  Promorrrory  Development.  I-L.C. 
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ranch  counts  three  other  barns,  each 
with  10  stalls,  plus  a  dozen  corrals 
and  an  outdoor  riding  arena. 

Cosmopolitan  Benefits, 
Country  Charm 

Complementing  Park  City's 
mountainscape  is  the  irresistible 
heart  of  Park  City,  a  half-mile-long 
stretch  pulsating  with  cultural 
vibrancy  affectionately  known  as 
"Old  Town."  Here  lies  historic  Main 
Street  and  Park  City's  original  west- 
ern mining  town  with  its  charming 
19th-century  vernacular  architecture. 
World-class  restaurants,  taverns,  art 
galleries  and  boutiques  line  the  mod- 
erately pitched  streets,  which  seem  to 
climb  right  up  onto  the  slopes  of 
Deer  Valley.  During  the  third  week  of 
January,  Main  Street  is  the  main 
thoroughfare  for  the  Sundance  Film 
Festival,  with  its  head-turning  Holly- 
wood celebrities  and  tagalong 
paparazzi,  while  in  early  August  the 


street  turns  into  Utah's 
largest  open-air  gallery 
during  the  Park  City 
Kimball  Arts  Festival. 
Old  Town  deliciously 
fuses  the  heady  mining 
days  of  the  past  with 
its  upscale  cachet  of 
the  present. 

Prime  Location, 
Premium  Luxury 

Anchored  with  a  foot 
in  both  periods  and 
footsteps  from  the  Old 
Town  Ski  Lift,  The  Sky  Lodge  is  a  shares  space  with  the  Easy  Street) 
luxury  six-story  shared  ownership  Brasserie,  owned  by  the  same  people 
condominium  hotel  offering  all  the  responsible  for  The  Sky  Lodge  itself, 
intimacy,  amenities  and  services  of  a  No  better  Park  City  address  existsi 
five-star  hotel.  Scheduled  to  open  in  for  those  who  seek  to  effortlessly 
fall  2007,  The  Sky  Lodge  is  at  the  combine  a  day  in  the  mountains 
center  of  Main  Street  and  shares  with  dinner  and  a  stroll  through 
property  with  a  historic  railway  sta-  Old  Town, 
tion  that's  now  home  to  Robert 
Redford's  Zoom  restaurant.  It  also 


The  heart  of  Park  City  is  charming  Historic  Old  Town, 
home  to  gorgeous  panoramic  vistas,  restaurants,  gal- 
leries, shopping,  nightlife  —  and  soon  to  be  home  to 
The  Sky  Lodge,  the  only  five-star  luxury  condominium 
hotel  ever  built  in  this  exclusive  area. 


Produced  by  Frank  Long 


You  want  a  dream  home  in  the  mountains  filled  with  the  best 
of  everything.  You  want  five  star  service  -  24/7-  just  for  you. 
You  want  the  best  that  Park  City,  Utah  has  to  offer  at  your  fingertips 
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Visit 

The  Sky  Lodge  Design  Center 
open  daily  10am  to  7pm 
201  Heber  Avenue 
Park  City,  UT 
435-658-3336 

ww.theskylodge.com 
(Mb  Prudentfel 


at  last 


residences.  Ultra  everything. 
SkyHome  townhouses  with  media 
rooms  and  billiard  tables. 
Don't  get  us  started  on  the  Penthouse. 


Main  Street  at  your  feet. 
Your  home  in  the  Sky. 
Under  $500,000. 
Going  fast,  of  course.  Call  today. 


Park  City's  Les  Chateaux  DuVal  is  a  European  mountain  village  of  18  elegant  single-family  homes,  with  ski-in,  ski-out  access 
to  The  Canyons  Resort,®  and  just  minutes  from  the  shopping,  dining,  entertainment  and  world-class  ski  resorts  of  Park  City. 

You'll  never  enjoy  an  investment  more. 


•  Outstanding  Ski-In,  Ski-Out  Access  to  The  Canyons  Resort® 

•  Award-Winning  Designer  &  Builder 

•  30  Minutes  from  SLC  Int'l  Airport  with  thousands  of  daily  flights 

•  Planned  18-Hole  Resort  Golf  Course 

•  Park  City's  Only  Ski-In,  Ski-Out  Single-Family  Homes  priced  under  $3  million* 


Call  Steve  Chin  or  Dena  Fleming: 
435-647-8035 
800-553-4666  ext.  8035 
www.duvaldevelopment.com 


Chateaux  DuVal 


Park  City's  World  Renowned 
European  Mountain  Ski  Village 

CIRCA  2005 


«  A  VILLAGE  OF  SINGLE-FAMILY  HOMES  PRICED  FROM  $2,495  MILLION  » 

*Per  Park  City  MLS  as  of  1/3 1/06.  Photos,  drawings,  layouts,  specifications,  and  proposed  amenities  for  Les  Chateaux  DuVal 
are  preliminary  in  nature,  contain  general  descriptions  only,  and  are  subject  to  change  without  notice.  Please  consult  your  REALTOR 

or  us  for  additional  information  on  this  project. 


(St,  Prudential 
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PRICELESS  IN  PARK  CITY 


PRISTINE  ALPINE  RANCH 

Ideally  located  five  minutes  from  three  world-class  ski  areas  that  include 
Deer  Valley,  Park  City  Mountain  Resort  and  The  Canyons  and  only  35 
minutes  from  the  Salt  Lake  City  International  Airport,  this  property  is  tin 
perfect  recreational  retreat  for  the  family  that  wants  to  play  together. 
Almost  forty  acres  of  prime  land,  this  ranch  has  every  amenity  imaginabM 
Property  may  be  subdivided  into  three  separate  ranch  estates. 
Call  for  price  and  more  details. 


Gated  and  fenced  compound 
Panoramic  views  of  ski  trails 

Extensive  lawns  and  gardens  with  over  2000  aspens, 
evergreens  and  oaks 

European  style  4  bedroom  home  with  separate  guest  cottage 
Lighted  tennis  court 


Complete  equestrian  facilities  that  include  indoor 

riding  arena,  14  stables,  tack  rooms,  etc. 

Two  ponds  with  continuous  water  circulation  and 

stocked  with  steelhead  trout 

Recently  renovated 

Two  artesian  wells  with  63  acre  feet  of  water  rights 


For  more  information  on  this  property  contact: 
JULIE  MCKAY  at  (435)  647-8050-jmckay@pureutah.com     SUZANNE  SHERIDAN  at  (435)  647-8048  -  ssheridan@pureutah.con 


Prudential 

Utah  Real  Estate 


Saddleview  Office 

2200  Park  Ave.  Building  A,  Park  City,  UT  84060 


Toll  Free  800.553.466l 
Visit  www.JulieMckay.com  for  more  infd 


A  Flying  Dutchman 


FROM  NEW  CLASSIC  BOATS  IN  THE  NETHERLANDS 
comes  the  glam  Xtravaganza  28,  a  hand-built  dish  of 
1950s  style  with  a  21st-century  twist — she's  made  of 
low-maintenance  epoxy-impregnated  mahogany.  Her 
twin  Volvo  Penta  V8  engines  will  blow  any  water- 
skier's  hair  back  at  49  knots.  Starting  at  $300,000.  011- 
31-76-57-10-475,  www.newclassicboats.com  or  the  Turner 
Marine  Group,  (802)  863-9853. 


DRY  GOODS 

Your  tax  returns,  bundles  of 
fifties,  cameras,  iPods, 
clothes — all  stay  dry  within 
the  safety  of  Watershed 
ZipDry  waterproof  luggage. 
Airtight  and  watertight 
duffels,  backpacks  and  gun 
cases  are  guaranteed  to 
depths  of  300  feet.  Various 
sizes  and  colors,  from  $65 
to  $249.  (800)  811-8607, 
www.  dry  bags.  com. 


SHARPENING  YOUR 
SKILLS  ONLINE 

All  things  considered,  it's 
better  to  crash  your  boat  in 
cyberspace  than,  say,  in  the 
marina.  The  online  Boating 
Safety  Course,  offered  free 
by  the  nonprofit  BoatUS 
Foundation  and  recognized 
by  the  U.S.  Coast  Guard,  is  a 
clever  way  to  hone  your  skills 
at  the  helm  before  heading 
out  to  sea.  The  course 
features  a  streamlined  study 
guide  and  a  snazzy  simulator 
that  depicts  various  alarming 
navigation  scenarios.  The 
test  is  multiple  choice,  and 
whenever  you  choose  a 
wrong  answer,  the  correct 
answer  appears.  Most 
insurance  companies  offer 
discounts  after  you  pass — 
and  pass  you  will,  since  you 
can  take  it  as  often  as 
you  like,  www.boatus.com 
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THE  PRINCIPALITY  OF 


MONACO 

*  1 


WALK  IN 
THE  FOOTSTEPS 
OF  GIANTS 

♦  ♦  ♦ 

The  French  Riviera  and  its 
sophisticated  style  offer  a  sumptuous 
backdrop  for  business  travel.  The  Monte-Carlo 
Bay  Hotel  &  Resort,  with  10  acres  of  gardens 
on  the  Mediterranean  shores,  brings  you  the 
newest  technology,  a  world-class  spa  and 
spacious  conference  rooms  in  an  aura 
of  elegance  that  is  truly  rewarding. 

HOTELS  SPAS  &  CASINOS  MONACO 


VISITMONACO.COM/SBM 

For  more  information,  call  800-753-9696 


SURGEON  GENERAL  WARNING: 

Cigar  Smoking  Can  Cause  Lung  Cancer 
And  Heart  Disease. 


The  timeless  rhythms  of  the  game  of  baseball 
never  change.  Neither  do  the  uncompromising 
steps  that  make  every  Macanudo  the  last  word 
in  smooth,  mellow  taste.  And  that's  how 
Macanudo  inspires  the  passion  that  makes  it 
America's  best-selling  premium  cigar. 


MACANUDO 

An  American  Passion 


THE  BEST-SELLING  PREMIUM  CIGAR  IN  AMERIC 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINT. 


Sports  byToddPitock 


'm  playing  golf  on  Teeth  of  the  Dog,  the  renowned 
course  at  Casa  de  Campo,  a  resort  on  the  Dominican 
Republic's  south  coast.  It's  just  me  and  a  caddie  named 
'ge,  and  I  am  in  what  basketball  people  call  the  zone, 
erything's  dropping.  The  gleaming  greens  are  raised 
itforms  just  above  the  sea,  with  sporadic  traffic  of 
:hts,  sails  and  working  vessels  passing  behind  them, 
le  weather  is  perfect.  Contentment  is  mine. 
The  caddie  breaks  in.  "What  do  you  think  of  the 
r?"  he  asks.  His  English  is  good,  but  his  Spanish  ac- 
lt  trips  on  certain  consonants. 

"The  war?"  We  had  developed  a  fast  bond  some  holes 
rlier  after  I  sank  a  birdie  from  50  yards.  We'd  leaped 
high-five,  or  I  did,  anyway,  a  moment  that  generated 
ough  affection  to  irrigate  the  course.  Nevertheless,  it's 
odd  question.  Now?  Here?  I just  birdied,  I'm  fixing  to 
•ak  80  and. . .  the  war? 

The  gravity  of  the  topic  forces  his  eyebrows  down 
to  sharp  eaves  over  his  dark  eyes.  "What  you  think? 
iu  think  the  Dominican  Republic  will  win  the  war?" 


Yanquis 


Sure,  the  Dominican 
Republic  is  a  hot  resort 
destination.  But  for 

American  baseball 
fanatics,  it  offers  a 
chance  to  glimpse  the 
sports  future  stars. 
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I  confess  utter  confusion.  The  D.R. 
military  sent  a  contingent  of  civil  engi- 
neers and  humanitarian  workers  to  help  in 
Iraq,  but  usually  talk  of  armies  here  refers 
to  the  U.S.  invasion  and  occupation  in 
1965,  an  event  some  Dominicans  still 
remember.  The  war? 


"The  war  in  March,"  he  says. 

The  war  in  March? 

"The  War  Baseball  Classic,"  he  says. 

"Ohhh,  the  World,"  I  say.  The  inau- 
gural World  Baseball  Classic,  a  16-team 
international  tournament  sanctioned  by 
the  International  Baseball  Federation,  is 
to  transpire  the  next  month,  bringing  to- 
gether 16  teams  from  the  Americas,  Asia, 
Europe  and  South  Africa. 

As  it  happens,  baseball  is  the  cause  of 
my  own  campaign  to  the  island  that 
Columbus  called  Hispaniola.  This  is  the 
sport's  New  World,  and  I  wanted  to  ex- 
plore it  firsthand.  The  nine  million  good 
people  of  La  Repiiblica  Dominicana  have 
made  a  national  religion  of  la pelota  Amer- 
icana, complete  with  fields  for  churches, 
gloves  and  bats  for  icons,  and  a  canon 
of  big-league  stars  for  saints.  To  come 
here  and  not  experience  it  is  to  be... a 
tourist  holed  up  in  a  resort  missing  what's 
arguably  the  greatest  thing  the  place  has 
to  offer. 

Baseball  is  certainly  the  Dominican 
Republic's  most  distinguished  export.  At 
the  beginning  of  last  season,  Dominicans 
held  91  of  829  Major  League  Baseball 


roster  spots,  a  number  that  had  nearly 
doubled  in  ten  years.  They  constituted 
almost  40  percent  of  foreign-born  play- 
ers. Moreover,  consider  the  names:  Albert 
Pujols,  Manny  Ramirez,  Sammy  Sosa, 
Pedro  Martinez,  Miguel  Tejada,  Ron 
Belliard,  Bartolo  Colon,  Juan  Uribe, 
David  Ortiz,  Alfonso  Soriano,  Luis 
Castillo — in  short,  the  fantasy  baseball 
team  that  no  serious  rotisserie  player 
would  even  let  himself  fantasize  about.  At 
the  minor-league  level,  the  figures  are  still 
more  impressive:  1,537  Dominicans  fill 


grid,  with  sprawling  mountain  views  an 
a  collection  of  antique  cars  that  used  ti 
belong  to  Rafael  Trujillo,  the  reviled  die 
tator  who  ruled  from  1930  until  his  assaa 
sination  in  1961. 

We  get  to  the  ballpark  at  about  6:3Q 
It's  a  modest  affair  of  concrete  blocld 
there  are  no  barbecue  pits  in  the  out 
field — nor  proper  seats,  for  that  mattei 
However,  what  it  lacks  in  architectur; 
frills  and  concessions,  it  makes  up  for  witi 
a  superabundance  of  excitement. 

With  the  regular  season  winding  dowr 


Clockwise  from  top  left:  fans  at  the  Leones- 
Toros  game  in  Santo  Domingo;  National 
hero  Jose  Lima  acknowledging  Aguilas 
fans  after  getting  yanked;  Uribe,  the  starting 
shortstop  for  the  World  Series  champion 
White  Sox,  goes  to  bat  for  his  real  home 
team— the  Leones  de  Escogido. 


more  than  half  the  3,007  roster  spots. 
Thirty  big-league  teams  operate  28  train- 
ing academies  here — Japan's  Hiroshima 
Toyo  Carp  runs  one  more  such  institu- 
tion, where  they  have  almost  1,200  ath- 
letes in  development.  It's  possible  that  we 
ain't  seen  nothing  yet. 


M 


y  first  stop  is  Santiago  in 
the  mountains  of  the  Cibao, 
an  hour  from  the  resorts 
and  towns  of  the  north  coast. 
Accompanied  by  Prudencio  and  Valerio, 
my  guide  and  driver,  I  make  a  brief  tour  of 
the  D.R.'s  second  city,  including  a  drive 
to  Camp  David,  a  hotel-restaurant  atop  a 
summit  15  minutes  outside  the  central 


the  home  team,  Aguilas,  and  the  visitin 
Tigres  del  Licey  from  Santo  Domingo- 
think  Yankees-Bosox,  Dodgers-Giants 
Cards-Astros — are  vying  for  the  top  see< 
in  the  upcoming  play-off  round-robir 
Native  son  and  former  MLB  all-star  Jos 
Lima  is  on  the  mound,  and  by  the  tim 
he  throws  the  first  pitch,  the  stands  ar 
a  rocking  carnival  of  flags,  pom-pom; 
horns,  whistles,  stomping  feet,  team  mas 
cots  and  double-jointed  cheerleaders  wh' 
can  thrust  their  lissome  hips  and  back 
in  motions  that  can't  possibly  be  approve 
of  by  any  chiropractic  association.  Self 
appointed  spokesmen  shout  themselve 
hoarse,  and  they  rally  recruits  and  laughte 
in  the  crowd. 

The  team  rosters  are  a  patchwor 
typkal  of  the  six-team  league:  curren 
big-leaguers;  a  few  older  ones  still  goin 
strong  here  in  their  40s;  players  from  ever 
level  of  minor-league  ball;  and  journey 
men  who  arrived  from  or  are  going  t 
leagues  in  Korea,  Taiwan,  Mexico  ani 
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ST.  TROPEZ  RESIDENCE 
3  bedrooms,  3V2  baths, 
1395  SCj.  jt. 


Arrive  and  explore  by 
helicopter.  Set  sail  for  fishing 
diving  and  discovery 
from  an  onboard  marina, 
ijoy  fine  dining  and  a  world-class  spa  in  a  setting 
here  every  imaginable  luxury  is  at  hand.  Contact  us 
'  further  information  regarding  the  privileges  of  ownership, 
ir  most  attractive  financing  and  all  that  awaits  aboard  you 
:w  home  on  the  seven  seas. 


Two  to  four  bedroom  residences 
from  1,130  square  feet  to 
over  3,200  square  feet. 


ULL  OWNERSHIP  FROM  Jl  .875  MILLION 
(ACTIONAL  OWNERSHIP  FROM  $1  56,250 


(4  80)  497- 


8  8  3  3 


www.ResidentialCruiseLine.com 


even  Australia.  The  big-leaguers  stay  with 
their  local  teams  for  life  and  play  for  the 
love  and  adulation.  For  them,  the  money, 
which  ranges  between  $5,000  and  $7,000 
a  month  for  the  three-month  season 
(mid-October  through  January)  is  dirt 
pay.  For  many  of  the  others,  it's  pay  dirt. 
It's  also  great  experience,  a  chance  to  face 
pitchers  such  as  Pedro  or  Colon. 

The  Tigrcs  hitters  have  to  be  delighted 
to  face  Lima  tonight:  He's  handing  out 
hittable  balls  like  lollipops.  After  his 


"They  have  a  passion,"  says  Cesar 
Geronomo,  a  Dominican  who  was  the 
center  fielder  for  the  Cincinnati  Reds'  Big 
Red  Machine  of  the  '70s  and  then  a  Tigres 
coach.  "They  know  the  game.  They  have 
respect.  They  know  what  it  takes  for  these 
guys'  to  succeed." 

Indeed,  even  with  the  game  .out  of 
reach,  the  cheering  goes  on.  Prudencio, 
Valerio  and  I,  however,  head  out,  aiming 
for  late-night  cervezas  and  empanadas. 
Under  the  brow  of  the  Monument  a  los 
Heroes  de  la  Restauracion,  Trujillo's  trib- 
ute to  himself,  where  a  statue  of  Nike,  the 
goddess  of  victory,  stands  atop  a  70-meter 
pillar  erected  over  a  huge  marble  base, 
narrow  streets  are  fragrant  with  the  smell 


and  broad-leafed  trees  that  roll  off  intc 
forests  nested  with  clouds.  Near  the  roac 
are  citrus  orchards,  banana  groves  anc 
shanty  villages  whose  walls  are  paintec 
in  bright  pastels.  The  capital  city  feai 
tures  some  big-time  mansions,  boutiques 
gleaming  malls  and  contemporary  restau- 
rants, and  the  historic  district  called  Li 
Zona  Colonial.  Much  of  the  rest  of  the  citj 
is  less  grand,  with  poorer  neighborhood) 
and  a  coastal  promenade  whose  bleak  fee 
is  incongruous  with  the  glorious  sea  views 
The  evening  matchup  is  the  Leones 
the  other  Santo  Domingo  team,  agains 
the  Toros  of  La  Romana.  A  couple  o 
Japanese  scouts  spread  out  conspicuously 
in  the  seats  behind  home  plate.  A  youns 


team's  fielding  breaks  down,  too,  Lima 
has  had  enough.  He  plays  some  chin 
music  on  Ron  Belliard,  next  up  for  the 
Tigres.  Belliard,  a  star  second  baseman 
with  the  Cleveland  Indians,  is  popular 
with  the  other  players.  He's  an  older 
brother  to  the  young  ones,  generous  with 
pregame  advice.  In  the  middle  of  the 
game,  he  signs  balls  for  fans.  And  when 
Lima  almost  beans  him,  he  steps  out, 
shakes  his  head  and  has  a  good  laugh, 
and  Lima,  who  has  a  majestic  and  fear- 
some mound  presence,  can't  resist  smiling 
back — and  on  the  next  pitch  tosses  an- 
other dart  up  and  in.  When  the  manager 
gives  Lima  the  hook,  though,  fans  rise 
above  their  disappointment  and  off  their 
seats  to  honor  him. 

Being  so  close  forms  a  deeper  appre- 
ciation of  everything  about  these  guys: 
their  size,  athleticism  and  personalities. 
Also,  given  that  the  players  stay  with 
teams  their  entire  careers,  it  fosters  inti- 
macy with  the  crowd. 


Clockwise  from  top  left:  big-league  dreamers 
in  La  Romana;  the  view  from  Camp  David, 
a  hotel-restaurant  just  outside  of  Santiago; 
Escogido  player  slides  safely  into  third 
base,  trying  to  get  his  team  a  win  against  the 
Estrellas  of  San  Pedro  de  Macoris. 


of  cooking  oil,  packed  with  pubs,  with 
red  and  white  plastic  chairs,  and  with 
folks  crowded  around  televisions — some 
big-screens,  some  little  black-and-white 
numbers  circa  1975 — unwilling  to  stop 
watching  till  the  bitter  end. 

The  next  morning,  we  drive  down 
the  highway  about  90  minutes 
to  Santo  Domingo.  Color  tum- 
bles from  10,000-foot  moun- 
tains, the  deep  green  hues  of  thick  shrubs 


filmmaker  from  Boston  is  wielding  he 
camera  for  a  documentary  about  thi 
Dominican  baseball  phenomenon.  Thi 
energy  level  is  way  down  from  the  nigh 
before.  The  bleachers  are  half  empty 
Still,  either  because  it's  rare  to  see  tourist 
outside  the  affluent  ghettos  of  the  all 
inclusives,  or  maybe  just  because  Domin 
icans  are  warm  people,  I'm  greeted  en 
thusiastically. 

"What  do  you  think  about  Sammy? 
someone  asks.  "Will  he  wake  up?"  Sosa  i 
a  national  hero,  and  the  mystery  of  ai 
awful  2005  season  as  a  Baltimore  Oriol 
weighs  on  the  national  psyche. 

"What  is  he,  36,  37?"  I  say. 

"It  depends  if  you  mean  Dominicai 
vears  or  American  years."  They  laugh  a 
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It  could  take  just  one  bite  from  one  infected  mosquito  to  get  malaria,  a  serious  and  sometimes 
fatal  disease.  Infected  mosquitoes  are  not  just  found  in  the  jungle  -  they  can  be  almost  anywhere: 
the  beach,  the  resort's  pool,  even  inside  your  hotel  room.  Be  smart.  Take  MALARONE? 

MALARONE  gives  you  the  protection  you  need  almost  anywhere  you 
travel.  Before  your  next  trip,  talk  to  your  doctor  about  MALARONE.  To 
see  which  countries  may  put  you  at  risk  for  malaria,  visit  Malarone.com. 


.tablets 


MALARONE 


Travel  the  world  with  Malarone 


atovaquone  and  proguanil  HC 


MALARONE  is  indicated  for  the  prophylaxis  of  Plasmodium  falciparum  malaria,  including  areas  where  chloroquine  resistance  has 
been  reported.  For  prevention:  the  most  common  side  effects  in  adults  included  headache  and  abdominal  pain,  and  additionally, 
vomiting  in  children.  You  should  not  take  MALARONE  if  you  have  severe  kidney  disease  or  are  allergic  to  MALARONE  or  any  of  its 
components.  Rare  cases  of  anaphylaxis  (a  serious  allergic  reaction)  following  treatment  with  MALARONE  have  been  reported.  i 

Please  See  important  patient  information  On  the  next  page.   If  you  don't  have  prescription  coverage,  visit  pparx.org,  or  call  1-888-4PPA-NOW  (1-888-477-2669) 
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Patient  Information  -  Rx  only 

MALARONE®  (MAL-a-rone) 

atovaquone  and  proguanil  hydrochloride 
for  Prevention  of  Malaria 


This  Patient  Information  leaflet  is  intended  only  for 
children  and  adult  travelers  taking  MALARONE  for 
prevention  of  malaria.  The  information  for  treatment  of 
acute  malaria  may  be  different  from  the  information  for 
prevention  of  malaria.  Read  this  information  carefully 
before  you  or  your  child  starts  taking  MALARONE  and 
read  the  information  you  receive  each  time  you  receive 
more  MALARONE.  There  may  be  new  information. 

•  This  information  does  not  take  the  place  of  talking  with 
your  doctor  or  other  healthcare  professional  about  pre- 
venting malaria  for  you  or  your  child.  Only  your  doctor  can 
determine  if  MALARONE  is  right  for  you.  If  you  have  any 
questions  about  MALARONE,  ask  your  doctor. 

•  Before  your  trip,  be  sure  to  ask  your  doctor  about  which 
antimalarial  drug(s)  are  the  right  ones  for  you  and  your 
family.  MALARONE  is  a  prescription  drug  and  must  be 
taken  before  travel,  during  your  stay,  and  after  your  return. 

What  is  MALARONE  and  what  is  it  used  for? 

MALARONE  is  a  drug  given  to  children  and  adults  to  prevent 
Plasmodium  falciparum  malaria.  Malaria  is  a  serious, 
sometimes  fatal,  disease  caused  by  a  parasite.  Humans  get 
malaria  from  the  bite  of  a  female  mosquito  carrying  the 
malaria  parasite.  Symptoms  of  malaria  include  fever  and 
flu-like  illness,  including  shaking  chills,  headache,  muscle 
aches,  and  tiredness.  Nausea,  vomiting,  and  diarrhea  may 
also  occur.  Malaria  may  cause  anemia  and  jaundice  (yellow 
coloring  of  the  skin  and  eyes)  because  of  the  loss  of  red 
blood  cells.  If  not  promptly  treated,  malaria  may  cause 
kidney  failure,  seizures,  mental  confusion,  coma,  and  death. 

MALARONE  combines  two  antimalarial  drugs,  atovaquone 
and  proguanil  hydrochloride,  in  one  tablet.  These  medicines 
work  together  to  help  kill  the  malaria  parasite.  Antimalarial 
drug(s)  are  an  important  way  to  protect  against  malaria. 
However,  antimalarial  drug(s)  are  not  always  100% 
effective.  So,  other  ways  should  also  be  used  to  prevent 
mosquito  and  other  insect  bites. 

What  additional  steps  should  be  taken  to  avoid  getting 
malaria? 

Protective  clothing,  insect  repellents,  and  bednets 
are  important  ways  of  protecting  you  and  your  family  from 
getting  malaria. 

•  Use  DEET  insect  repellent  on  exposed  skin  and  flying 
insect  spray  in  the  room  where  you  sleep. 

•  Wear  long  pants  and  long-sleeved  shirts,  especially  from 
dusk  to  dawn.  This  is  the  time  when  mosquitoes  carrying 
the  malaria  parasite  are  most  active. 

•  Sleep  under  a  mosquito  bednet  that  has  been  dipped  in 
permethrin  insecticide  if  you  are  not  living  in  screened  or 
air-conditioned  housing. 

Who  should  not  take  MALARONE? 

Before  taking  MALARONE,  you  must  tell  your  doctor  if: 

•  your  child  weighs  less  than  25  pounds.  MALARONE 
should  not  be  used  in  children  who  weigh  less  than 
25  pounds. 

•  you  or  your  child  previously  had  any  allergic  reaction  to 
MALARONE  or  any  ingredient  contained  in  this  tablet  (see 
What  are  the  ingredients  in  MALARONE?).  During  clinical 
trials,  rare  cases  of  anaphylaxis  following  treatment  with 
atovaquone/proguanil  have  been  reported. 

•  you  or  your  child  has  kidney  problems. 

Can  MALARONE  be  used  in  nursing  or  pregnant  women? 

If  you  get  malaria  during  your  pregnancy,  you  may  become 
more  ill  than  if  you  got  malaria  while  not  being  pregnant.  In 
addition,  malaria  can  be  a  major  risk  to  your  pregnancy,  and 
can  cause  premature  birth,  miscarriage,  and  stillbirth.  In 
pregnant  women  who  must  travel  to  an  area  where  malar- 
ia is  common,  personal  protection  against  mosquito  bites 
should  always  be  employed  (see  What  additional  steps 
should  be  taken  to  avoid  getting  malaria?).  Pregnant 
women  should  talk  to  their  doctors  about  the  risks  and 


benefits  of  travel  to  an  area  where  malaria  is  common. 

While  there  are  no  clinical  studies  of  MALARONE  in 
pregnant  women,  MALARONE  may  be  used  if  the  potential 
benefit  justifies  the  potential  risk  to  the  unborn  child.  Some 
of  the  active  ingredients  in  MALARONE  may  be  passed  into 
breast  milk  in  small  quantities.  Only  a  doctor  can  determine 
if  MALARONE  is  right  for  nursing  and  pregnant  women. 

How  should  you  or  your  child  take  MALARONE? 

•  The  daily  dose  should  be  taken  at  the  same  time  each 
day  with  food  or  a  milky  drink. 

•  If  vomiting  occurs  within  1  hour  after  a  dose,  a  repeat 
dose  should  be  taken. 

•  MALARONE  should  be  started  1  or  2  days  before  entering 
an  area  where  malaria  is  common  and  every  day  during 
the  stay  and  for  7  days  after  return. 

•  Adults  should  take  one  MALARONE  Tablet  (adult  strength  = 
250  mg  of  atovaquone  and  100  mg  of  proguanil  hydrochlo- 
ride) per  day.  Your  doctor  will  determine  the  correct  dosage 
that  your  child  should  take  to  prevent  malaria. 

•  If  a  dose  is  missed,  take  a  dose  as  soon  as  possible  and 
then  return  to  the  normal  dosing  schedule.  However,  if  a 
dose  is  skipped,  do  not  double  the  next  dose.  Talk  with  a 
doctor  regarding  other  ways  to  prevent  malaria  if  you  or 
your  child  stops  taking  MALARONE  for  any  reason. 

•  If  you  or  your  child  gets  sick  with  a  fever  during  or  after 
your  return  from  an  area  where  malaria  is  common,  seek 
medical  attention  and  tell  a  doctor  that  you  or  your  child 
may  have  been  exposed  to  malaria.  Antimalarial  drug(s) 
are  not  always  1 00%  effective. 

•  While  taking  MALARONE  tell  your  doctor  if  you  start  to 
take  other  medicines  or  change  how  you  take  a  medi- 
cine. MALARONE  may  affect  how  well  other  drugs  work, 
and  some  drugs  may  affect  how  well  MALARONE  works. 

What  are  the  possible  side  effects  of  MALARONE? 

For  the  prevention  of  malaria:  The  most  common  side 
effects  in  adults  included  headache  and  abdominal  pain, 
and  additionally  vomiting  in  children.  You  should  not  take 
MALARONE  if  you  have  severe  kidney  disease  or  are  allergic 
to  MALARONE  or  any  of  its  components.  Rare  cases  of 
anaphylaxis  (a  serious  allergic  reaction)  in  treatment  with 
MALARONE  have  been  reported. 

What  are  the  ingredients  in  MALARONE? 

Each  adult  MALARONE  Tablet  contains  250  mg  of 
atovaquone  and  100  mg  of  proguanil  hydrochloride  and 
each  MALARONE  Pediatric  Tablet  contains  62.5  mg  of  ato- 
vaquone and  25  mg  of  proguanil  hydrochloride.  The  inactive 
ingredients  in  both  tablets  are  hydroxypropyl  cellulose,  mag- 
nesium stearate,  microcrystalline  cellulose,  poloxamer  188, 
povidone  K30,  and  sodium  starch  glycolate.  The  tablet  coat- 
ing contains  hypromellose,  polyethylene  glycol  400,  polyeth- 
ylene glycol  8000,  red  iron  oxide,  and  titanium  dioxide. 

General  advice  about  prescription  medicines 

This  leaflet  summarizes  important  information  about 
MALARONE.  If  you  have  questions  or  problems,  talk  with 
your  doctor  or  other  healthcare  provider.  You  can  ask  your 
doctor  or  pharmacist  for  information  about  MALARONE  that 
is  written  for  healthcare  professionals.  Medicines  are 
sometimes  prescribed  for  purposes  other  than  those  listed 
in  a  patient  information  leaflet.  Do  not  use  MALARONE  for  a 
condition  for  which  it  was  not  prescribed.  Do  not  share  your 
medicine  with  other  people. 
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the  open  secret  that  Dominican  players  lit 
about  their  age  starting  from  their  teens 
since  a  16-year-old  talent  is  an  attractivi 
work-in-progress,  while  scouts  may  se< 
the  same  performance  by  a  20-year-old  a| 
less  enticing. 

"So  what  is  he  in  Dominican  years? 
I  ask. 

"Forty-one,  maybe  42."  Someone  els» 
goes  to  44;  eventually  Sammy,  the  island' 
star  among  stars,  gets  bid  up  to  Metlr 
uselah  level. 

My  third  game  is  in  San  Pedro  d< 
Macoris,  the  world's  leading  producer  o 
shortstops  and  pitchers,  but  what  realh 
gets  my  attention  are  the  proverbial  sand 
lot  players,  boys  and  mid-teens  playing  ir 
fields  with  rutted  infields  and  ankle-higi 
grass  in  the  outfields.  In  one  spot,  a  coacl 
tells  me  the  kids  practice  four  hours 
day,  every  day.  The  boys  are  acrobatic 
The  coach  fungoes  scorching  grounder 
]  from  30  feet,  which  they  scoop  up  and  fin 
to  first  with  astonishing  velocity.  Witl 
their  mismatched  clothes  and  well-won 
gloves,  it's  apparent  how  much  they  lov 
the  game.  They  all  have  visions  of  becom 
ing  professionals. 

The  lucky  ones  will  reap  fame  an< 
riches  enough  to  buy  yachts  and  villas  a 
places  such  as  Casa  de  Campo,  the  resor 
where  I'm  parked  for  the  next  couple  o 
days  for  golf  and  a  couple  more  basebal 
excursions. 

It's  an  impressive  7,000-acre  spreao 
with  three  courses,  including  the  afore 
mentioned  Teeth  of  the  Dog  along  fb 
Caribbean;  the  marvelously  scenic  Dy 
Fore  layout,  which  routes  along  th 
Chavon  River  (where  parts  of  Apocalyps 
Now  were  filmed);  and  the  Links,  an  excel 
lent  course  in  its  own  right  that's  eclipsen 
by  the  first  two.  There's  a  skeet-shootin; 
range  and  horses.  There  are  fantas; 
villas,  some  owned  by  pros,  and  a  hillto] 
Italianate  village  whose  stone  buildings 
flowering  bougainvillea  and  artist  atelier 
are  a  dead  ringer  for  the  real  thing.  / 
marina  opened  recently,  where  docket 
yachts  face  a  piazza  of  alfresco  restaurants 

I-t's  a  world  away  from  the  modes 
bleachers  and  the  fields  of  dreams.  Thi 
game  is  the  bridge  between  them — on 
that  few  Dominican  players  will  ever  cros 
but  one  that  even  the  mildly  curious  visi 
tor  reallv  should.  • 


m 


Now  Continental  Airlines  flies  Non-Stop  Weekly  from  Newark. 
American  Airlines  flies  daily  from  Miami. 


On  the  Road  by  Dick  Teresi 


Roundin 
Home  Base 


I 

.   eventy-five  years  ago,  Airstream,  Inc.,  introduced 

■  its  rounded  aluminum  monocoque  design,  bor- 
rowed from  the  aircraft  industry,  that  has  become 

:  archetype  of  the  self-contained  travel  trailer,  a  recre- 
onal  vehicle  for  the  family  that  wants  to  bring  its  liv- 
r  room,  bathroom  and  kitchen  along  on  vacation.  The 
w  BaseCamp  is  a  change  in  direction.  It's  a  hybrid  RV, 
ross  between  a  "toy  hauler"  and  a  popup  tent  trailer. 
;ide,  two  seat/beds  fold  up  into  the  walls  so  the  trailer 
i  haul  Jet  Skis,  motorcycles,  mountain  bikes,  ATVs, 
Dwmobiles,  etc.  Like  conventional  Airstreams,  the  16- 
)t  trailer  has  an  aluminum-skinned  aircraft  design,  but 
dso  features  a  Kelty  tent  that  pops  out  from  the  rear 

■  additional  space.  Airstream's  target  customer  is  a 
anger  (compared  to  most  RVers)  buyer,  25  to  40  years 
1,  who  is  more  interested  in  outdoor  sports  and  recre- 
on  than  simply  replicating  the  comforts  of  home — and 
10  wants  to  travel  light.  The  BaseCa 
[ley  with  sink,  but  no  shower  or  toili 
about  2,000  pounds,  can  be  towed 
licles  as  small  as  a  sport  wagon.  It  can 
o  be  configured  into  a  workshop  or 
me  office.  Airstream  went  outside  its 
'Ti  shop  to  conceive  the  BaseCamp, 
llaborating  with  Nissan's  product 
sign  studio,  Nissan  Design  Am- 
ca.  The  plan,  according  to  Tim 
lamp,  Airstream's  director  of  mar- 
ting  and  brand  development,  was 
maintain  the  iconic  Airstream  ex- 
ior  design  while  modernizing  the 
ictional  interior  to  appeal  to  the 
nsumer  who,  design-wise,  gravi- 
es toward  iPods,  Mac  laptops  and 
ini  Coopers.  • 

tailable  in  April.  The  BaseCamp  sells  for  around 
0,000.  www.airstream.com. 


Airstream  rolls  out 

the  BaseCamp,  an  RV 
for  the  iPod  set. 
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Electronics  by  Thomas  Jackson 


Save  a  Tree 


^      sk  a  bibliophile  about  e-books,  and  you  may 
^    find  yourself  at  the  wrong  end  of  a  rant.  An 
electronic  device,  he'll  say,  can  never  replicate 

tactile  pleasure  of  reading  the  old-fashioned  way. 
'11  carry  on  about  a  book's  heft  and  proportion,  the 
y  its  spine  cracks  when  you  open  it  the  first  time  and 

feeling  of  accomplishment  that  comes  with  turning 

pages  one  by  one,  the  left  side  growing  as  the  right 
e  shrinks.  Besides,  he'll  conclude,  reading  on  a  com- 
er screen  can  only  lead  to  a  very  bad  headache. 
Those  are  all  valid  points,  except  for  the  last  one.  The 
iy  Reader  employs  a  new  technology,  manufactured 
an  American  firm  called  E  Ink,  that  displays  text 
h  a  visual  clarity  rivaling  ink  on  paper.  Unlike 

flickering,  eye-straining  rear  projection  of  an 
!D,  E  Ink's  screen  throws  no  light  whatsoever, 
tead,  it  uses  electric  charges  to  shape  tiny  micro- 
'Sules  into  static,  sharp  and  easy-to-read  type. 
Roughly  the  size  of  a  paperback,  the  Reader  fits 
ely  into  your  hand  and  weighs  less  than  most  hard- 
rers.  The  controls  are  pleasantly  intuitive  (though 
y  lack  the  aesthetic  appeal  of  an  Apple  product), 
1  the  battery  life,  at  7,500  page-turns  per  charge,  is 
prisingly  long.  The  64  megabytes  of  built-in  memory 
jht  seem  paltry  to  iPod  users,  but  that's  enough  for  up 
75  books  in  Sony's  proprietary  BBeB  format.  Adding 
lemory  stick  or  SD  card  can  raise  that  number  into  the 
idreds.  Which  highlights  the  primary  advantage  of 

device:  It's  essentially  a  portable  library,  a  godsend  to 
)kworms  who  like  to  travel  light. 
Sony  expects  the  Reader  to  lasso  everyone  from 
nagers  to  the  bifocals  set.  The  latter  group  should 
)reciate  the  button  marked  "size,"  which  reformats 
'  book  into  a  large-print  edition.  And  the  kids  will  be 
ased  to  hear  that  the  device  won't  just  handle  text,  but 
nics  and  graphic  novels  as  well.  To  bring  in  all  that 
itent,  Sony  is  cutting  deals  with  book  publishers  the 
y  Apple  did  with  record  labels  for  its  iTunes  store, 
far  Random  House,  HarperCollins,  Penguin,  Simon 
Schuster  and  Time  Warner  Book  Group  have  signed 

Book  lovers  can  rest  assured,  however,  that  those 
npanies  won't  be  abandoning  paper  anytime  soon. 


Sony's  new  electronic 
reader  puts  a  library 

in  your  pocket. 


?  Reader  will  cost  $300-$400.  www.sonystyle.com. 
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LOOK  WHO'S  DRINKING 
BIGELOW  GREEN  TEA  NOW. 


*  >  * 


Spas  by  Lorraine  Cademartori 


Hot  Spots 

No  longer  an  add-on  afterthought, 

hotel  spas  are  becomin; 


innovators  in  the  field. 


t's  pretty  much  conceded  by  industry 
professionals  that  the  spa  market  is  nearly 
mature.  There  aren't  too  many  more  con- 
ners  out  there  to  convert,  unless  you  count 
i  men  who  will  likely  never  be  any  more 
in  occasional  dabblers.  But  at  the  same 
le,  more  hotels  are  fine-tuning  their  spa 
vices  in  response  to  increasing  guest  de- 
ind.  At  least  in  the  U.S.,  it  seems,  if  you 
n't  have  a  spa,  you're  not  really  a  full-ser- 
e  hotel.  Necessity  being  the  mother  of  in- 
ition,  the  following  concepts  may  have  a 
pie  effect  on  hotel  spas  in  the  coming  years. 

IGH-PROFILE  SKIN  CARE 

king  advantage  of  abundant  square  foot- 
z,  soaring  ceilings  and  an  air  of  tradition 
it's  elegant  and  not  stuffy,  Ritz-Carlton 
the  standard  for  domestic  hotel  spas.  But 
:n  a  champ  has  to  develop  a  few  new  tricks 
stay  at  the  top  of  the  game.  This  February 
:  company  launched  a  joint  venture  with 
ida  Beauty  for  a  select  number  of  its  spas 
distribute  the  latter's  products.  At  first 
.nee  it  seems  like  a  mismatch:  Spas  have 
lg  used  professional  products  that  clients 
aid  mainly  buy  only  through  the  spa  or 
ect  from  small  manufacturers,  yet  Prada 
auty  products  are  available  at  department-store  outlets 
e  Neiman  Marcus  and  Saks  Fifth  Avenue.  But  this  is 
n  care  superior  to  more  ho-hum  private-label  ventures 
it  fashion  houses  sometimes  offer,  and  a  name  with  a 
higher  brand  recognition  than  any  traditional  spa  line, 
return,  Ritz-Carlton  gets  to  burnish  its  grande  dame 
age  with  the  more  trendy  and  youthful  Prada. 
At  Ritz-Carlton,  Prada  Beauty  is  used  mainly  in  facial 


Prada  Beauty 
is  a  new  addition 
to  the  spa  at 
the  Ritz-Carlton, 
Key  Biscayne. 
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treatments — either  "Exfoliant,"  "Radiance" 
or  "Reviving."  (Prices  range  from  $275 
to  $375  per  90-minute  service.)  A  facial 
begins  with  breathing,  stretching  and  mas- 
sage, followed  by  the  prescribed  protocol, 
which  includes  a  delightfully  coma-induc- 


This  is  not  a  large  space,  but  it  is  an  inno- 
vative one:  The  hotel  is  marketing  it  as 
a  first-of-its-kind  "hybrid  spa-lounge." 
Past  the  reception  area  is  a  bar,  which 
opens  after  the  spa  closes  (around  10  p.m.). 
Through  a  nearby  door  and  to  the  right  is 


ing  fingertip  shiatsu  massage.  During 
a  recent  visit  to  the  Ritz-Carlton  Key 
Biscayne,  which  is  home  to  an  especially 
luxe  20,000-square-foot  spa,  the  Prada 
Replenishing  Body  Facial  was  the  real 
standout — the  requisite  exfoliation,  wrap 
and  massage  finished  with  Prada's  signa- 
ture fragrance.  Each  Prada  facial  client 
walks  away  with  an  eight-day  home  treat- 
ment and  a  prescription  card  listing  the 
products  used  so  they  can  reorder  through 
Ritz-Carlton.  The  staff  is  well-trained  and 
detail-oriented,  and  while  there  were  still 
some  logistical  bugs  to  work  out  (soap  in  a 
breakable  dish  should  never  be  handed  to 
a  showering  client,  for  instance),  I  felt  that 
I  was  in  the  care  of  real  pros. 

THE  MULTIPURPOSE  SPA 

Before  you  can  detox,  you  have  to  tox — or 
in  some  cases,  retox.  New  York's  Hotel 
Gansevoort  opened  in  2004,  and  while 
occupancy  in  the  trendy  Meatpacking 
District  lodge  has  been  high,  its  nightlife- 
addicted  guests  have  also  clamored  for  spa 
amenities.  Lacking  the  land  to  expand, 
the  hotel  made  use  of  what  could  be  con- 
sidered the  basement  area — its  new  G  Spa 
is  actually  one  floor  down  from  the  lobby. 


a  "wet  area" — hot  and  cold  infinity  pools 
accented  by  candles  and  flanked  by  leather 
banquettes.  Spa  clients  hang  out  there 
during  the  day;  hotel  guests  can  lurk  alter 
closing.  A  marble  walkway  separates  the 
wet  area  from  the  three  treatment  rooms 
constructed  ol  distinctly  unsoothing  crim- 
son-tinted glass  (facials  and  massage  are 
the  specialties  of  the  house).  After  hours, 
all  the  equipment  fits  into  the  skillfully 
designed  cabinets  so  that  the  rooms  be- 
come canoodling  palaces.  It  might  not  be 
everyone's  idea  of  a  relaxing  spa  experi- 
ence, but  it's  certainly  a  creative  use  of 
square  footage. 

G  Spa  is  unusual  in  another  way:  Its 
management  cherry-picks  products  from 
a  variety  of  lines,  including  high-end  spa 
standbys  Sonya  Dakar,  Phytomer,  MD 
Skincare,  Anakiri,  Epicuren  and  REN. 
It's  not  unusual  to  carry  so  many  lines  for 
retail  purposes,  but  it  is  unusual  to  mix 
and  match  them  within  a  service  (at  least 
openly),  simply  because  it's  hard  to  know 
how  they'll  interact  with  one  another. 
My  own  facial — a  mix  of  Sonya  Dakar's 
enzyme  peel  and  an  intensive  glycolic 
one  from  MD  Skincare — felt  great,  if 
a  little  hot,  while  it  was  happening.  I 


encouraged  my  esthetician  to  keep  ap 
plying  it,  and  must  confess  to  a  bit  of 
burn,  baby,  burn  philosophy  when 
comes  to  my  own  skin  care — but  I  wasnj 
counting  on  the  week  of  peeling  tha 
followed.  (On  second  thought,  probabl 
not  a  good  idea  to  count  sole) 
on  a  client's  willingness  to  dej 
termine  the  intensity  of  th 
peel.)  The  upside:  I  hung  oc 
for  a  while  and  had  a  martir 
to  ease  the  pain. 

THE  MOUNTAIN 
COMES  TO 
MOHAMMAD 

In-room  massage  services  at 
yesterday's  news — and  they  sti 
haven't  drawn  men  in  grei 
numbers  to  experience  othe 
spa  services.  But  some  sps 
won't  take  men's  disinterest  fc 
an  answer,  even  if  it  means  in 
vading  sacred  ground:  the  go 
course.  CordeValle,  a  Rose 
wood  Resort  in  San  Martir 
California,  offers  a  "Pre-Shc 
Routine"  massage  that  can  be  done  any 
where  from  the  driving  range  to  th 
18th  hole  of  its  Robert  Trent  Jones,  Jr. 
designed  course.  Therapist  and  chair  wii 
show  up  regardless  of  where  a  player 
on  the  course — the  idea  being  that  one 
bitten,  golfers  will  flock  to  spa  centr; 
for  such  treatments  as  "Nearest  Point  c 
Relief,"  to  alleviate  tension  and  tight  mus 
cles,  or  a  pregame  upper-body  treatmer 
called  "Starting  Time."  Now,  if  only  sonw 
one  could  find  a  way  to  transport  flat 
screen  TVs  and  salty  snacks  out  to  th 
course  as  well,  men  would  never  have  t 
return  to  the  hotel.  • 


Blissed  Out 

Prada  Beauty  is  available  at  Ritz- 
Carlton  Hotels  in  Key  Biscayne,  South 
Beach,  Naples,  Orlando  and  Sarasota, 
Florida,  and  in  Lake  Las  Vegas, 
Nevada,  and  starting  in  May  in  Half 
Moon  Bay,  Huntington  and  Laguna 
Niguel,  California,  www.ritzcarlton.com. 
G  Spa  at  the  Hotel  Gansevoort, 
New  York,  www.hotelgansevoort.com. 
Cordevalle,  San  Martin, 
California,  www.cordevalle.com. 
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e  decisions  are  hard 
Where  to  make  them  is  not. 


ith  breathtaking  views,  attention  to  privacy  and  an  outstanding 
ration,  we  offer  uncompromising  style  and  service,  with  uncommon  discretion. 

r  reservations  contact  your  travel  professional  or  call  (888)  44-TRUMP  |  trumpinti.com  IhefJeadw^oteJsofthdWorld 
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^Redefining  Hawaiian  Luxury 

By  Noelle  Lea 

onderfully  isolated  yet  perfectly  accessible.  Profoundly 
relaxing  yet  sparkling  with  energy.  Tropical  and 
luxurious,  wild  and  refined.  If  there's  a  heaven  on  Earth 
Hawai'i  is  it.  It's  a  paradox,  of  course  —  that  ideal  balance  of  natura 
beauty  and  artful  elegance  that  defines  a  worldly  Eden.  And  in  these 
increasingly  busy  times,  when  the  demands  of  contemporary  living 
make  refinement,  precision  and  attention  to  detail  more  necessities 
than  extravagances,  a  journey  to  the  Hawaiian  Islands  —  whethei 
for  business  or  pleasure  or  both  —  can  be  a  voyage  into  the  kind  o' 
easeful  grace  known  to  longtime  island  visitors  as  "Hawaiian  style." 


Only  one  airline  is  Hawaiian.  We  fly  daily  across  the  Pacific  non-stop 
from  9  Western  U.S.  cities  featuring  island-style  cuisine,  hospitality 
and  entertainment.  Visit  our  web  site  to  find  our  lowest  fares. 

HawaiianAirIines.com 

HAWAII  STARTS  HERE 


HAWAIIAr 

—  niRiincs. — 
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)n  the  Wing 

3f  course  every  journey  begins  with  leaving  home.  And 
yours  can  distinguish  itself  upon  check-in,  with  the 
award-winning  first  class  service  of  the  islands'  own 
Hawaiian  Airlines.  Accompanying  travelers  to 
Hawai'i's  legendary  shores  for  more  than  75  years, 
iwai'i's  first  airline  is  also  its  finest,  featuring  nonstop  flights  to 
iwai'i  (and  inter-island  connecting  service),  as  well  as  international 
itinations  including  Australia,  American  Samoa  and  Tahiti  from 
le  U.S.  gateway  cities,  more  than  any  other  airline.  Ranked  first 
2005  among  all  the  nation's  carriers  for  on-time  performance, 
ggage  handling  and  the  fewest  cancellations,  Hawaiian  Airlines 
:onsistently  recognized  for  its  exceptional  service,  and  a  first  class 
ket  to  the  "Islands  of  Aloha"  only  enhances  your  experience  of 
rsonalized  care,  comfort  and  enjoyment. 

Recently  Zagat  gave  Hawaiian  top  honors  for  food,  service  and 
nfort  among  America's  first  class  domestic  airlines.  At  30,000  feet, 
nfortably  reclined  with  the  sights  and  sounds  of  your  individual 
;Eplayer  entertainment  center,  delighting  in  the  internationally 
lowned  "Hawaiian  Regional"  cuisine  of  "Chef  Bev"  Gannon  of 
lui's  Hali'imaile  General  Store,  it's  easy  to  see  why.  Warm  seafood 
ad  to  start,  crab-stuffed  shrimp  with  shiitake  mashed  potatoes  and 
dlot  beurre  blanc  as  an  entree,  followed  by  mango  tart  and  a  mid- 
;ht  amuse  bouche  of  lychee  sorbet  typify  Chef  Bev's  inspired  offer- 
;s.  It's  no  wonder  Gannon's  upcountry  Hali'imaile  General  Store 
Joe's  Bar  &c  Grill  in  the  resort  area  of  Wailea  are  perennial 
rorites  for  Maui-bound  visitors  and  locals  alike. 


Honolulu  Luxe 


Look  out  the  window  as  you  land:  you'll  know  paradise  when 
you  see  it.  Perhaps  there's  something  about  Hawai'i  being  sur- 
rounded by  so  much  blue.  Cerulean,  azure,  sapphire  and  lapis. 
Nature  shares  its  palette  with  the 
hues  of  the  jewel-box.  Jade  grot- 
tos hollow  into  emerald  sea 
cliffs;  a  coral  sun  sinks  into  a  sea 
of  liquid  gold. 

If  glittering  Waikiki  on  the 
capital  island  of  O'ahu  is  one  of 


r 


THE   TIMELESS    REMEDY   FOR    MODERN    DAY  STRESS. 


resortO  VJU^ 


A  TY  WARNER  PROPERTY 
HAWAII    REVEALED   AT  WWW.KONAVILLAGE.COM    •    1  -  8  OO  -  3  6  7  -  5  2  9  O 
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your  Hawaiian  destinations,  you're  in  for  a 
sophisticated  surprise.  A  heady  and  polished 
blend  oi  I  asl  and  West,  softened  by  the  Pacific 
sun  and  those  ever-tranquil  trade  winds, 
Waikiki  and  neighboring  Honolulu  are  a 
delightful  introduction  to  the  islands'  cosmo- 
politan culture.  While  mornings  might  be 
spent  toeing  the  sugar-fine  sands  of  Hawai'i's 
most  famous  strand  —  Waikiki  is  two  miles  of 
golden  beach  and  exquisitely  turquoise  water, 
perfect  for  sunbathing,  surfing  and  people- 
watching  alike  —  a  few  hours  of 
seriously  upscale  shopping  at 
Chanel  or  Louis  Vuitton  is  also 
an  option,  followed  by  gallery- 
hopping  in  chic-eclectic  China- 
town or  a  lotnilomi  massage  and 
Hawaiian  salt  scrub  at  one  of 
the    island's    fantastic  spas. 
Dining  ranges  from  Hawai'i's 
only  five-diamond  restaurant,  La 
Mer,  at  the  definitively  magnifi- 
cent Halckulani  on  Waikiki 
Beach,   to    the  Asian-urban 
delights  of  one  of  Honolulu's 
out-of-the-way  Korean  barbecue 
joints,  Vietnamese  noodle  restau- 
rants or  some  of  the  best  sushi  and  sashimi  outside  of  Japan. 

Whatever  your  Honolulu  agenda,  a  stay  at  ResortQuest 
Waikiki  Beach  Tower  promises  an  oasis  of  refinement  and  style  for 
discriminating  travelers.  Boasting  a  gourmet  kitchen,  elegant 
common  rooms,  laundry  facilities  and  over  a  thousand  square  feet 
of  tastefully  appointed  island  furnishings  per  unit,  every  one  of  the 
Beach  Tower's  one-  and  two-bedroom  suites  also  offers  a  spacious 
lanai  overlooking  the  placid  waters  of  Waikiki,  as  well  as  the 
Tower's  heated  swimming  pool,  sun  deck,  jet  spa  and  sauna.  The 
only  all-suite  condominium  in  Waikiki,  and  with  only  four  units 
per  floor,  the  Waikiki  Beach  Tower  prides  itself  on  its  superb  serv- 
ice, featuring  twice-daily  housekeeping,  concierge  service,  nightly 
turndowns,  complimentary  valet  parking  and  a  24-hour  staff. 

Barefoot  &  Elegant 

There's  another  kind  of  opulence  in  Hawai'i  nei,  and  you  can 
find  it  in  the  wind  and  sun,  flowers  and  waves,  moon  and  stars. 
Bold  but  delicate,  uncomplicated  yet  gorgeously  intricate, 
Hawai'i's  natural  beauty  truly  takes  your  breath  away,  and  it  has 
existed  here  since  these  islands  first  crested  the  surface  of  the 
Pacific  millions  of  years  ago. 

It's  this  kind  of  luxury  —  of  time,  reflection  and  solitude  — ■ 
that  a  visit  to  Hawai'i's  Big  Island  promises.  As  the  chain's  largest 
and  least  popular.  I  of  the  mam  islands,  the  Big  Island  is  best 
appreciated  in  a  natural  light.  Whether  it  be  exploring  the  low- 


key  villages,  valleys  and  water 
falls  of  the  island's  lush  easi 
side;  walking  side  by  side  alonj) 
the  black-sand  beaches  of  rh< 
south;  or  watching  sinuou 
ribbons  of  molten  lava  ente," 
a  roiling  sea  near  Kilaue;! 
Volcano,  the  Big  Island's  treasure: 
provide  adventurous  voyagers  ; 
chance  to  appreciate  the  magnifj 
icence  of  a  pristine  world. 

Celebrating  "Hawai'i  as  II 
was  meant  to  be,"  legendar; 
Kona  Village  on  the  island's  daz.) 
zling  Kona-Kohala  Coast  has  been  the  private  retreat  of  savvj 
upscale  travelers  in  search  of  true  Hawaiian  R&R  since  19651 
when  the  first  South  Seas-inspired  bale  bloomed  near  crescent 
shaped  Kahuwai  Bay.  Blissfully  free  of  both  telephones  and  tele) 
visions,  this  self-contained  82-acre  sanctuary  is  dotted  with  12.! 
thatched-roof  bungalows  (na  hale)  nestled  around  shady  lagoonsl 
abundant  gardens,  private  sea  coves  and  hammocks  strung  from 
arching  palms  for  special  enjoyment  of  the  coast's  gentle  breezes 

Spacious,  individually  dec- 
orated hale,  roomy  bath- 
rooms, lanai  seemingly 
made  for  sipping  wine 
before  a  glorious  sunset 
(many  of  the  oceanfront 
lanai  include  Jacuzzis), 
complimentary  snorkel 
and  kayak  equipment  as 
well  as  all-inclusive  gourmet 
Hawaiian  dining  —  including 
the   island's   longest  running 
aha'aina  (lu'au  or  feast)  —  set 
Kona  Village's  accommodations, 

dining  and  amenities  apart.  And  just         ^  \ 
steps  away,  Kona's  legendarily  sparkling 
waters  beckon.  Hold  hands  and  drift; 
the  wide  world  of  the  Pacific  opens  itself 


Put  a  little  paradise 

in  your  evening. 


Roy's  Original  Hawaiian  Blackened  Island  Ahi  - 


"Hawaiian  fusion  that 
sparkles  on  the  plate." 


on  the  mainland: 


BALTIMORE 

BON  ITA  SPRINCS 


HAWAIIAN  FUSION 
CUISINE 

roysrestaurant.com 


CHICAGO 
DALLAS 

JACKSONVILLE  BEACH 
LA  JOLLA 
LAS  VEGAS 


LOS  ANGELES 


NEWPORT  BEACH 
ORLANDO 


PHILADELPHIA 


ZAGAT  SURVEY  2005 


PHOENIX 
RANCHO  MIRAGE 
SAN  FRANCISCO 


WOODLAND  HILLS 


in  Hawaii: 

HAWAII  (BIG  ISLAND) 
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up  to  you.  Or  is  a  round  of  golf  more  to  your  liking?  Tennis?  A 
quiet  walk  along  the  sea,  learning  about  the  island's  ancient 
Hawaiian  history?  Once  the  playground  for  kings  and  queens 
of  old  Hawai'i,  the  Big  Island's  sunny  western  shore  has  long 
been  considered  one  of  the  most  special 
places  in  Hawai'i,  steeped  in  mana,  or 
spiritual  power. 

A  Pacific  Feast 

It's  sunset,  the  air  smells  like  plumeria 
blossoms  and  the  darkening  sea  stretches 
before  you  even  more  endlessly  than  you 
imagined.  Behind  you,  Mauna  Kea  — 
nearly  14,000  feet  of  ancient  volcano  — 
rises  up,  palm-fringed,  soft  and  mysterious 
against  a  ruby-tinged  sky.  An  old-style  trio 


Yamaguchi  of  Roy's  restau 
rants  has  been  cal  le< 
"the  father  of  modern  Easl 
West  cooking"  by  Gourmc 
magazine  and  is  considerc 
the  first  chef  to  blend  Hun 
pean  cooking  styles  wit 
fresh  local  ingredients  fror 
Asia,   Hawai'i   and  thi 


strums  a  swaying  tune.  You're  imagining  something  freshly  Pacific  Rim.  Sampling  Roy's  "Hawaiian  Fusion"  cuisine  is  a  musl 

caught  for  dinner  tonight:  Hawaiian  Blackened  Island  Ahi,  per-  do  culinary  adventure  for  the  cultivated  traveler, 

haps;  "Maui  Wowie"  salad  featuring  fresh  island  greens  and  So  turn  the  alarm  clock  off  and  tuck  the  cell  phone  away.  N4 

chunks  of  luscious  ripe  avocados;  caramel  macadamia  nut  need  to  hurry  here.  Take  your  time  with  your  senses,  letting  th 

almond  tart  with  vanilla  bean  ice  cream  for  dessert?  sights,  smells,  textures  and  tastes  of  this  earthly  paradise  envelo 

With  six  restaurants  throughout  Hawai'i,  including  one  in  you  gently.  If  your  destination  is  Hawai'i,  then  your  taste  for  th 

Waikoloa  on  Hawai'i's  Big  Island  and  two  on  O'ahu,  chef  Roy  finest  things  in  life  will  certainly  be  gratified. 


RESORXQUEST  WAIKIKI  BEACH  TOWER 

THE  PERFECT  PLACE  TO  STAY 
TO  EXPERIENCE  OUR  HAWAII,  YOUR  WAY 


ResortQuest  Hawaii  has  27  hotels  and  condominium  resorts  on  4  Hawaiian  islands.  On 
the  island  of  Oahu,  experience  the  pinnacle  of  privacy  and  pampering  at  this  exclusive 
all-suite  condominium  resort  that  towers  above  the  splendid  Waikiki  coastline. 

•  Enormous  2-bedroom,  2-bath  suites  each  with  separate  living  area  and  fully-equipped 
kitchen 

•  All  suites  feature  priceless  ocean  views  and  spacious  private  lanais 

•  Concierge  services  and  twice  daily  housekeeping  including  nightly  turndown 

•  Complimentary  "Aloha  Book"  to  help  you  share  in  our  culture,  history,  cuisine  and 
attractions 

RQWaikikiBeachTower.com  |  866-77-HAWAII  (774-2924) 


Resort  Quest. 

FORMEll  V  J^lCf^i  H  AWAI 


WEB  DIRECTORY 

Hawaiian  Airlines 
www.hawaiianairlines.com 

Kona  Village  Resort 
www.konavillage.com 


ResortQuest  Waikiki  Beach  Towei1 
www.RQWaikikiBeachTower.com 

Roy's  Restaurant 
www.roysrestaura 


Collecting  by  Jonathan  Keats 


A  Bid  for  Justice 

Collectors  of  outlaw  memorabilia  are  making  a  killing. 


)n  the  run  from  the  law  in  the  depths  of  the 
Depression,  Clyde  Barrow  of  Bonnie  and 
Clyde  fame  allegedly  posted  a  letter  to  A 
;nry  Ford.  "I  have  drove  Fords  exclusively  when 
ould  get  away  with  one,"  Barrow  wrote.  "For 
stained  speed  and  freedom  from  trouble 
s  Ford  has  got  ever  other  car  skinned...' 
that  antiheroic  age,  there  was  no  finer 
ebrity  endorsement. 
Within  a  few  weeks  Bonnie  and  Clyde 
:re  dead,  their  purloined  Ford  riddled 
th  over  150  rounds  of  ammunition,  a 
•cumstance  that  only  increased  their 
sperado  mystique.  Their  legend  became 
lit  single,  recorded  by  Merle  Haggard 
d  a  movie  starring  the  far  more  glam- 
aus  Faye  Dunaway  and  Warren  Beatty. 
bsland,  the  Louisiana  town  near  where 
ey'd  been  killed,  started  hosting  an 
nual  festival  in  1992,  complete 
th  ambush  reenactments.  Their  car 
:nt  on  display  at  a  Nevada  casino, 
id,  on  April  14, 1997,  Butterfields 
ictioneers  in  San  Francisco  (now 
mhams  &  Butterfields)  put 
yde  Barrow's  death  shirt  on  the 
ction  block. 

Lot  #  3412  was  a  "western  style 
irt  of  light  blue  cotton  print,  having 
ie  patch  pocket  and  pearl  buttons,"  not  to 
sntion  some  30  bullet  holes  and  associated  blood- 
lins.  Clyde's  surviving  sister,  Marie,  was  in  attendance 

bidding  commenced  at  $30,000.  She  watched  the 
ice  soar  past  the  high  estimate  of  $45,000,  to  $50,000... 
.0,000. ..$70,000.  When  the  gavel  finally  fell  at 
!5,000,  the  old  woman  was  later  moved  to  declare, 
Vhy,  that's  more  money  than  those  two  ever  stole." 


Clyde  Barrow's 
bullet-riddled, 
blood-stained  shirt 
sold  for  $85,000 
at  Butterfields. 
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Nobody  else  in  the  room  appeared  sur- 
prised. Famous  oudaws  have  seldom  been 
the  prime  beneficiaries  of  their  crimes, 
and  most  have  been  worth  more  dead 
than  alive.  From  Billy  the  Kid  to  Al 
Capone,  their  relics  have  been  hoarded  by 
collectors  and  museums. 

One  of  the  first  to  profit  from  the  pub- 
lic's outlaw  obsession  was  Mrs.  Jesse  James. 
Shortly  after  her  husband  was  slain,  on 
April  3, 1882,  people  started  to  show  up  at 
her  doorstep,  asking  to  purchase  his  guns. 
Mrs.  James  obliged  everyone,  with  pre- 
dictable results.  "Today  there  are  more  Jesse 
James  guns  around  than  he  could  have  used 
in  two  lifetimes,"  says  Greg  Martin,  presi- 
dent of  San  Francisco-based  Greg  Martin 
Auctions.  "A  lot  of  people  have  gotten  sick 
of  hearing  about  him." 

Martin  believes  that,  from  the  stand- 
point of  collectibility,  Billy  the  Kid  is  the 
most  wanted  criminal,  an  opinion  that 


wound  up  at  Butterfields  in  1998,  where 
it  sold  for  $46,000.  "Usually  there's  a  leap 
of  faith  that  has  to  be  made,"  explains 
Bonhams  &  Butterfields'  arms  and  armor 
specialist  James  Ferrell,  noting  that  this  is 
true  of  all  collectibles,  but  especially  those 
associated  with  outlaws.  "If  you  want  to 
believe  the  story,  you  believe  the  story." 

A  less  risky  approach  is  to  collect  ma- 
terial associated  with  lawmen.  An  abun- 
dance of  Pat  Garrett  memorabilia,  for 
instance,  has  become  available  since  his 
son  Jarvis  began  selling  his  inheritance  to 
collectors  in  the  '80s.  For  gunning  down 
Billy  the  Kid,  Garrett  became  a  national 
hero,  and  was  rewarded  with  engraved 
watches  that  have  sold  for  $60,000  to 
$75,000.  Beyond  the  bounty  of  fancy 
jewelry,  successful  lawmen  also  tend  to 
leave  a  thicker  paper  trail  than  your  typi- 
cal criminal:  In  his  years  as  sheriff  and, 
later,  U.S.  Customs  collector,  Garrett  had 


From  the  standpoint  of  collectibility, 

Billy  the  Kid  is  the  most  wanted  criminal. 


led  him  to  buy  the  entire  Parker  Lyon 
Pony  Express  Museum — from  cigar-store 
Indians  to  chamber  pots — to  get  his 
hands  on  three  guns  including  a  Whitney 
Kennedy  carbine  nabbed  by  the  Kid  dur- 
ing his  legendary  Lincoln  County  jail- 
break.  The  rarity  of  items  associated  with 
Billy  the  Kid  is  one  factor.  (From  a  supply 
and  demand  standpoint,  it  doesn't  hurt 
that  he  was  dead  by  the  age  of  21.)  But  it's 
also  because  his  story  remains  iconic  to 
this  day:  If  fugitive  ruffians  Bonnie  and 
Clyde  were  the  embodiment  of  Depression- 
era  desperation,  smooth-skinned  frontiers- 
man Billy  the  Kid  is  the  Wild  West  in  all 
its  reckless  abandon. 

Yet,  with  the  Whitney  Kennedy  car- 
bine now  in  the  Autry  National  Center 
in  Los  Angeles — the  Louvre  of  Western 
memorabilia — those  wanting  a  piece  of 
the  Kid  have  to  look  farther  afield.  One 
option  is  to  collect  items  with  less-certain 
provenance,  such  as  a  six-shooter  he  was 
rumored  to  have  hidden  in  a  tree  following 
his  jailbreak.  Allegedly  found  by  an  associ- 
ate after  the  Kid  was  shot  dead  in  1881  by 
Sheriff  Pat  Garrett,  the  gun  was  passed 
down  through  the  generations  and  finally 


his  photograph  taken  often  and  wrote 
numerous  letters.  While  generally  not 
revealing  of  his  innermost  soul — "Ship  to 
Las  Cruces  500#  of  corn,"  reads  a  typical 
missive  to  his  wife — at  several  thousand 
dollars  apiece,  they  suit  some  collectors  as 
affordable  souvenirs. 

Others  decide  to  pursue  material 
relating  to  less  familiar  criminals.  "Any 
identification  at  all  can  triple  or  quadruple 
the  value  of  a  gun,"  says  upstate  New  York 
arms  and  armor  dealer  Dave  Kleiner,  "even 
if  it's  a  name  that  doesn't  stand  out."  Yet 
those  with  a  more  colorful  story  tend  to  be 
valued  more  highly. 

Consider  Black  Bart,  arguably  the  most 
successful  stage  robber  ever,  and  certainly 
the  most  eccentric.  A  smartly  whiskered 
old  man  in  stylish  clothing,  he  traveled 
alone,  on  foot,  with  a  sawed-off  shotgun 
tucked  in  his  valise.  He  knew  where  Wells 
Fargo  &  Co.  Express  coaches  traveled  up 
and  down  northern  California  as  surely  as 
frontiersmen  knew  the  migration  of  buf- 
falo, and  when  a  carriage  approached,  he'd 
simply  step  into  the  road  and  request  the 
wooden  cashbox.  Black  Bart  was  a  perfect 
gentleman.  He  never  swore  or  hurt  any- 


one, though  he  did  have  a  habit  of  teasinj 
his  victims  with  handwritten  poems  tha 
they'd  find  long  after  he  was  gone.  ("Lei 
come  what  will,  I'll  try  it  on  /  My  condi 
tion  can't  be  worse  /  and  if  there's  munn' 
in  that  bag  /  Tis  munny  in  my  purse.' 
After  a  record  number  of  heists  from  187: 
to  1883 — he  said  29,  others  claim  as  mant 
as  44 — he  was  captured  when  the  laundr 
mark  on  a  handkerchief  he  lost  gave  hin 
away.  The  impeccably  mannered  thief  wa 
released  from  prison  on  good  behavio 
after  a  couple  of  years  and  never  seen  again 
Aside  from  his  shotgun,  the  wantf.1 
posters,  offering  an  $800  reward  for  Bart'! 
capture,  are  all  that  remain.  They  routinel 
sell  for  $5,000  and  up. 

An  FBI  wanted  poster  for  '30s  gang 
ster  John  Dillinger,  on  the  other  hanc 
might  sell  for  $500  to  $600.  "Gangste 
material  has  less  of  a  following  than  mai 
terial  from  the  Wild  West,"  accordin 
to  Paul  Carella,  director  of  th 
Bonhams  &  Butterfields  arm 
and  armor  department.  That 
partly  because  the  older  mate- 
rial is  rarer.  But  there's  also  th 
fact  that,  for  many  collector: 
"an  outlaw  on  a  horse  is  more  romanti 
than  a  gangster  in  a  car." 

Not  that  all  gangster  memorabilia  i 
neglected.  For  example,  Butterfields  sol 
the  gun  with  which  Dillinger  was  kille 
for  $25,875,  and  a  humidor  belonging  t 
1936's  Public  Enemy  Number  One  Luck 
Luciano,  complete  with  a  dozen  191 
Belinda  Habana  cigars,  for  $23,000.  An 
bidders  have  been  enticed  by  even  odde 
items,  such  as  Al  Capone's  christenin 
medal,  prison  rosary  and  toenail  clippei 
(surely  a  bargain  lot  at  under  $5,000). 
you've  got  some  hot  gangster  stuff,  it* 
sell,"  Greg  Martin  insists. 

Occasionally  it  can  get  too  hot.  Befoi 
founding  his  own  auction  house,  Marti 
directed  the  arms  and  armor  departmer 
at  Butterfields,  where  he  was  once  offere 
a  lot  from  Clyde  Barrow's  nephew.  Hopin 
to  cash  in  on  the  Bonnie  and  Clyde  legen 
shortly  after  Barrow's  death  shirt  mad 
news,  the  nephew  sent  Martin  an  origin: 
manuscript  of  Bonnie  Parker's  poetry, 
was  fake,"  Martin  recalls.  "He'd  gone  an 
faked  it.  Then  he  was  sent  to  prison  fc 
killing  somebody,  so  at  least  he  uphel 
the  family  tradition."  • 
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GOLD 

RULES 


An  interview  with 
Jonathan  Rose,  President, 
The  Capital  Gold  Group, 
and  precious  metals 
investment  strategist 


[OTHING  BEATS  GOLD  FOR  PRESERVATION  OF  WEALTH 


ou've  worked  hard  for  your  money.  You  probably  want  to 
see  it  provide  for  you  for  the  rest  of  your  life  and  continue 
to  help  your  family  afterward.  Jonathan  Rose  says  that  you 
can  help  to  make  this  happen  by  diversifying  your  portfolio  to 
lude  gold  coins  and  bullion. 

Can  you  explain  gold's  ability  to  protect  purchasing  power? 
VIost  financial  advisors  say  that  you  need  between  60%  and  80%  of 
ir  current  income  to  maintain  your  lifestyle  in  retirement.  So,  peo- 
really  should  be  concerned  about  inflation.  Gold  has  an  impressive 
!ity  to  retain  its  value.  For  example,  in  1920  a  man  could  buy  a  suit 
h  either  a  $20  bill  or  a  $20  gold  coin,  which  was  in  circulation  then. 
2006,  a  man  can't  even  buy  a  shirt  with  a  $20  bill.  But,  with  a  $20 
d  piece,  which  at  todays  rates  is  worth  in  the  neighborhood  of  $500 
nore,  depending  on  its  condition,  he  can  still  buy  a  suit. 

It  would  seem  that  relying  solely  on  dollar-based  investments 
»ht  be  harmful.  Is  that  correct? 

rhe  value  of  a  dollar  is  directly  affected  by  global  economics  and  pol- 
s.  The  U.S.  is  now  running  an  historic  deficit  that  is  being  funded, 
arge  part,  by  the  purchase  of  Treasury  bonds  by  China  and  Japan, 
t  these  countries  have  slowed  their  rate  of  purchase,  and  you  have  to 
nder  how  many  more  dollars  they'll  take  and  where  the  U.S.  will 
;e  more  money  if  they  don't  buy.  Former  Federal  Reserve  Chairman 
ll  Volker  was  quoted  in  The  Washington  Post  not  too  long  ago  saying 
t  he  could  imagine  a  financial  crisis  resulting  from  foreign  investors 
:  wanting  to  hold  more  dollar-based  paper.  Therefore,  investors 
mid  be  looking  for  safety. 


Q:  How  can  one  build  safety  into  an  investment  portfolio? 
A:  Diversification  is  the  most  effective  way,  and  this  is  where  gold  real- 
ly does  a  phenomenal  job.  Gold  prices  are  not  tied  to  interest  rates,  oil 
prices,  wars  or  similar  world  events  that  none  of  us  can  control.  So  that 
introduces  stability  to  a  portfolio.  At  the  Capital  Gold  Group,  our 
advisors  review  your  investment  objectives,  and  with  the  help  of  the 
knowledge  we  gain  through  continual  research  and  analysis  of  the  gold 
markets,  we  can  propose  the  gold  product  that  will  meet  your  needs 
best.  We  also  offer  IRA  accounts  backed  by  solid  gold,  which  introduce 
an  outstanding  element  of  safety  for  your  future.  ■ 


—  -  y      ~7'    1  ( 

MAKE  YOUR  CAPITAL  AS  SAFE  AS  GOLD 
CALL  1-800-510-9594. 

JUST  FOR  FORBES  READERS: 

Make  a  gold  purchase  and  we  will  add 
a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FL-42406 
when  you  contact  us. 


(c(g(g 


The  Capital  gold  group 
www.safeasgold.com 


— G  ere's  a  line  of  dialogue  in  the  film  Sideways  that 
got  me  thinking  not  about  wine,  but  cars.  The 
^  nebbishy  character  Miles  is  wistfully  savoring  a 
ttle  of  Pinot  Noir  with  his  soon-to-be  love  interest, 
aya.  "Only  somebody  who  really  takes  the  time  to 
ly  understand  Pinot's  potential  can  then  coax  it  into 
fullest  expression,"  he  gushes.  "And  its  flavors  are  just 
:  most  haunting  and  brilliant  and  thrilling  and  subtle 
d  ancient  on  the  planet." 

One  might  easily  substitute  the  word  "Ferrari"  for 
inot"  and  arrive  at  a  similar  sentiment.  In  fact,  I  re- 
ltly  chose  two  of  the  most  dramatic  of  the  Italian  ex- 
es: the  4.3-liter,  32-valve,  DOHC  490  hp,  V8-powered 
rrari  F430  Spider  and  the  5.0-liter,  40-valve  493  hp, 
0  Lamborghini  Galiardo  four-wheel-drive  SE  coupe. 


Vintage 
Italian 

How  does  one  rate  perfection 
in  the  world's  most 

exotic  performance  cars? 
Its  difficult,  but  we  tried. 
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WHAT 
BECOMES 
A  LEGEND 


We  headed  up  into  the  wine  region 
of  Santa  Barbara  County — where,  inci- 
dentally, Sideways  was  filmed — to  test 
them  on  some  of  the  best  driving  roads 
in  the  country. 

After  a  day  of  putting  these  hot  Italians 
through  their  paces,  we  spent  a  comfort- 
able evening  at  the  Bacara  Resort  com- 
paring notes.  (Unlike  Miles,  we  did  not 
chat  up  any  waitresses.) 

Both  cars  have  mid-engine  configura- 
tions for  near  ideal  balance.  Both  feature 
race-bred  engineering  from  the  brakes 
that  can  repeatedly  stop  from  triple-digit 
speeds  without  fading,  to  suspensions  that 
generate  lateral  cornering  forces  usually 
found  in  jet  fighters.  Zero  to  60  miles  per 
hour  comes  in  less  than  4.2  seconds,  and 
top  speeds  are  above  190. 

Both  have  optional  six-speed  trans- 
missions that  you  shift  using  paddles 
behind  the  steering  wheel,  or  you  can 
put  them  into  an  "automatic"  mode.  The 
Ferrari  accomplishes  this  more  smoothly 
than  the  Gallardo. 

Each  car  has  a  finely  crafted  leather 
and  aluminum  or  carbon-fiber  interior 


and  is  operationally  reliable.  Italian  ex- 
otics have  long  been  sexy  to  look  at  but 
painful  to  maintain  or  rely  on  for  more 
than  a  few  miles  before  something  ex- 
pensive ceased  to  operate.  Those  days  are 
behind  us — high  regular  maintenance 
costs  notwithstanding. 

The  most  visceral  appeal  of  these  cars 
is  the  spine-tingling  noise  they  make 
from  their  intake  and  exhaust.  When  they 
achieve  the  upper  rev  range,  the  mufflers 
open  up  to  allow  more  exhaust  flow,  and 
the  resulting  sound  is  similar  to  being 
trackside  at  Monaco.  Engine  revs  are 
electronically  matched  in  both  cars  to 
the  lower  gears  when  downshifting,  which 
is  especially  cool.  Your  passengers  will 
be  dazzled  by  your  finesse  and  assume  you 
are  the  Fred  Astaire  of  heel-and-toe.  The 
intake  noise  emanates  from  directly  be- 
hind the  passengers'  heads,  however,  which 
in  the  Ferrari  might  be  a  bit  hard  to  endure 
after  a  long  weekend  of  wine  tasting. 

The  SE,  a  more  dramatically  trimmed 
and  painted  version  of  the  "base"  Gallardo, 
and  a  new  Gallardo  Spyder  (convertible) 
version  orbit  in  the  $200,000  range.  So 


he  lawns  of  the 
Ritz-Carlton  Hotel 
high  above  the 
Pacific  coast  will  be  the  site 
of  the  first  Legend  of  the 
Motorcycle  International 
Concours  d'Elegance 
on  May  6  in  Half  Moon  Bay, 
California.  For  the  first  time, 
the  vintage  motorcycle  will 
receive  the  same  fanfare 
(and  scrutiny)  afforded  the 
automobile  at  such  elegant 
annual  events  as  the  Pebble 
Beach  and  Greenwich 
concours.  The  display  will 
encompass  more  than  a 
century  of  production  and 
will  feature  such  rare  iron  as 
Crockers  and  Broughs.  Also 
look  for  a  1915  Cyclone 
board  track  racer,  a  1929 
Harley-Davidson  JDH  and 
the  1955  Vincent  Black 
Lightning  (pictured).  For 
information  on  purchasing 
tickets,  call  (415)  673- 
7980  or  visit  www. legend 
ofthemotorcycle.com. 


does  the  F430  Spider  (the  arachnid  spel 
ing  preferred  by  Modena's  masters). 

Which  did  we  prefer?  It's  hard  to  sa; 
If  you  like  angles  and  creases,  you'll  fall  fc 
the  Gallardo.  Then  again,  who  can  resi; 
the  fluid  lines  of  the  Ferrari? 

Choosing  between  the  two  is  UN 
choosing  between  exceptional  vintag 
wines.  Perhaps  it's  best  not  to  make 
hasty  decision.  One  should  ask  to  tasl 
them  both  again.  • 
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Time  is  a  personal  experience. 
Stay  different  ". 


ch  Jumeirah  Hotel  is  uniquely  individual.  Offering  you  the 
<ury  of  personal  space  in  the  world's  most  distinctive  locations. 

id  the  most  memorable  experiences  -  your  own.  Ill  fTfjf^I  Yf\  M 

r  more  information  and  reservations  call  toll  free  +1  877  854  8051  or  book  online.  jumeirah  com 

ew  York  •  London  •  Dubai 
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workshop  with  a  famous  local  chocolatier;  visits  to  a  nearby 
asylum,  an  ancient  cliff-top  fortress,  Alphonse  Daudet's 
windmill  and  the  Roman  arena  of  Aries;  cooking  lessons; 
dinners  in  Michelin-starred  restaurants;  a petanque  tourn- 
ament, and  a  candlelight  and  jazz  orchestra  farewell  dinner 
beneath  the  starry  night  painted  by  the  famous  inmate  of 
the  asylum.  There  were  no  complaints  when  their  recita- 
tion finished — only  a  low,  sybaritic  purr  and  the  soft  hiss  of 
Champagne  bubbles. 

We  were  a  merry  party  that  night  at  dinner — piston,  grilled 
langoustines  and  the  ubiquitous  Provencal  rose  wine.  We 
slept  soundly,  if  erratically,  awaking  at  intervals  through  the 
night  to  the  sound  of  an  estimated  10,000  bullfrogs  croaking 
symphonically.  It  is  not  an  unpleasant  sound.  Indeed,  it  is  the 
urprimal  sound  of  life  on  our  planet,  reassurance  that  global 
warming  has  not  yet  asphyxiated  critical  links  in  the  food 
chain.  But  when  next  I  tuck  into  a  plate  of  cuisses  de  grenouille, 
I  shall  do  it  with  more  than  customary  relish. 

there's  nothing  like  a  37-kilometer  bicycle  ride,  the  last 
six  uphill  and  into  a  stiff  mistral,  to  whet  the  appetite. 
And  nothing  like  the  Provencal  landscape  on  a  bright 
spring  morning  to  squeejee  eyes  grimy  from  living  amidst 
skyscrapers.  We  pedaled  through  fields  ablaze  with  red 
poppies,  past  lavender,  herb  and  melon,  and  orchard  trees — 
apricot,  cherry,  plum  and  olive — their  branches  pendulous 


with  ripeness.  The  sky  seemed  blue  as  never  before,  tlf 
clouds  white  as  God's  underwear.  The  air  shimmered.  If 
rained  it  would  come  down  Perrier. 

"This  country,"  Van  Gogh  wrote  from  here  to  Emi 
Bernard,  "seems  to  me  as  beautiful  as  Japan  as  far  as  tl| 
limpidity  of  the  atmosphere  and  the  gay  color  effects  a) 
concerned." 

The  main  roads  are  lined  with  plane  trees,  original 
planted  by  Henry  IV.  Everywhere  you  see  straight  lines 
cypress  trees,  windbreaks  against  the  stern  mistral,  whic 
can  blow  so  hard  as  to  knock  a  man  down  or  drive  him  ma 
Perhaps  it  was  a  factor  when  a  young  ponytailed,  spittL 
spraying  shepherd  leapt  out  at  me  from  the  bushes  with 
knife.  But  first,  lunch. 

And  what  a  lunch,  at  the  Mas  de  la  Brune  near  Eygaliere 
{Mas  is  Provencal  for  large  farmhouse.)  To  the  Ameria 
eye,  this  particular  mas  seems  more  chateau  than  a  milieu  f 
clucking  hens  and  mooing  livestock.  It  was  built  in  157 
and  into  its  limestone  facade  are  carved  the  old  Freno 
words  for:  Mortal:  Think  of  your  end  in  hell,  or  pa. 
adise  without  end.-  A  sobering  notice,  to  be  sure,  but  ce 
tainly  on  a  higher  plane  than,  say,  Welcome  to  Bill  All 
Betty's!  We  sat  outside  in  the  bright  sunshine  drinkii 
cold  pastis  and  watching  the  mistral  ripple  the  chateau's  iv 

The  nonbicyclists  had  spent  the  morning  at  market 
town,  buying  fresh  vittles  for  our  noon  feast.  They  and  t 
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mass  resident  chef  then  cooked  them  in 
the  kitchen.  Out  came  platters  of  an- 
chovy-tangy  tapenades,  grilled  eggplant, 
ragouts,  sausage,  duck,  cheeses  without 
end,  sun-warm  cherries  with  mascarpone. 
If  this  groaning  board  sounds  familiar, 
you're  probably  one  of  the  billions  who 
read  Peter  Mayle's  delicious  book,  A  Year 
in  Provence.  He  lived  not  far  from  here,  in 
the  Luberon  valley.  His  great  success  was 
not  without  cost:  If  you  make  a  place  sound  this  wonderful, 
can  busloads  of  tourists  be  far  behind?  His  neighbors,  the 
ones  he  wrote  about  so  charmingly,  were  unamused  by  the 
barbarian  invasion.  Mr.  Mayle  had  to  sell  his  house  and  flee. 
He  entered  the  Author  Protection  Program  and  lives  at  an 
undisclosed  location  somewhere  in  Nebraska. 

My  encounter  with  the  deranged  berger  took  place  after 
lunch,  a  mile  or  so  northwest  of  the  mas.  Walking  on  ahead 
of  the  group,  I  found  the  road  completely  blocked  by  200  or 
so  sheep.  I  clapped  my  hands  to  shoo  a  path  through  them. 
This  is  apparently  a  faux  pas  in  this  part  of  Provence.  To 
3araphrase  Dr.  Johnson,  nothing  so  concentrates  the  mind 
is  to  have  a  knife  held  to  one's  throat.  But  the  rest  of  the 
walk  was  delightful,  and  by  six  in  the  evening  I  had  reached 
5t.  Remy  and  drank  a  cold  pression  on  a  terrace  named  for 
Vlichel  de  Nostradame,  born  here  in  1503. 

Having  spent  hours  over  the  years  being  bored  coma- 
:ose  by  people  who  maintain — insist — that  Nostradamus 
jredicted  the  Great  Fire  of  London,  World  War  II,  the 
Kennedy  assassination  and  the  1986  Challenger  shuttle  dis- 
ister,  I  was  prepared  to  detest  the  man.  But  then,  standing 
outside  his  house,  I  discovered  that  he  was  a  medical  doctor, 
lighly  educated,  greatly  respected  and  that  he  devoted  much 
if  his  life  to  treating  the  plague  with  herbal  medicines  rather 
ban  with  the  ghastly  "cures"  favored  by  the  more  butcherly 
)f  his  brethren.  He  so  impressed  Catherine  de  Medicis — 
lbeit  because  of  his  prophecies — that  he  was  installed  as 
iCing's  Doctor.  Too  late  to  help  her  husband,  Henry  II,  who 
ook  the  tip  of  a  jousting  lance  through  the  eye  socket,  but 
10  blame  can  attach  to  Nostradamus  for  the  king's  demise 
en  painful  days  later. 

I  walked  the  last  kilometer  and  a  halfback  to  the  hotel  in 
|he  gloaming  to  the  squeak  and  flutter  of  bats.  Back  at  the 
hateau — a  phrase  I  hope  to  type  many  more  times  before 
fl  die — we  gathered  over  cocktails  to  share  the  day's  gossip 
i  nd  adventures. 

he  Maison  de  Sante'de  Saint-Paul  de  Mausole  has  been  a 
sanitarium  on  and  off  for  four  centuries.  It  was  here 
b»  that  Vincent  van  Gogh  came  in  May  1889  to  find  peace 
fter  the  quarrels  with  his  friend  Gauguin  in  Aries  and  after 
utting  off  part  of  his  left  ear  and  presenting  it  to  a  prosti- 
ite  for  safekeeping. 

I  It  is  peaceful  here  on  a  hot  day,  in  the  cool  cloister  filled 
nth  purple  pansies  and  red  and  yellow  roses.  Vincent  was 
)rmented  by  epileptic  fits  and  what  we  now  call  bipolar 


disorder,  periods  of  manic  intensity  and 
abysmal  depression.  Upstairs,  above 
the  cloister,  is  a  replica  of  his  room. 
You  can  look,  out  through  the  barred 
windows  and  imagine  a  swirling  starry 
night  looming  above  the  field.  He  said 
that  when  he  was  painting,  he  never 
noticed  the  bars. 

He  wrote  800  letters  (in  four  lan- 
guages) over  his  lifetime,  mostly  to  his 
brother,  Theo,  the  art  dealer:  During 
the  53  weeks  he  spent  at  the  asylum 
before  going  north  and  shooting  himself  mortally  in  a  wheat 
field  at  the  age  of  37,  he  produced  189  paintings — includ- 
ing the  Irises  that  would  eventually  set  the  record  for  high- 
est price  fetched  at  auction  at  that  time — and  100  drawings 
It  works  out  to  about  one  artwork  per  day.  "As  for  me,"  he 

wrote,  "I'm  working  like  someone  possessed  " 

When  he  lived  nearby  in  Aries,  he  had  fueled  himsel) 
mostly  on  coffee  and  alcohol.  He  wrote  to  Theo,  "I  admii 
all  that,  but  all  the  same  it  is  true  that  to  attain  the  high  yel- 
low note... I  really  had  to  be  pretty  well  keyed  up."  Coffee 
and  absinthe — just  what  a  doctor  would  prescribe  foi 
epilepsy  and  bipolar  disorder.  The  calmer  routine  and  the 
hydrotherapy  baths  at  the  asylum,  with  nearby  Roman  ruins 
cypress  groves,  olive  fields  and  abundant  irises,  must  have 
been  a  benison.  He  lived  in  terror  of  his  fits,  with  thei: 
frightening  hallucinations.  Yet  without  them,  we  might  no 
have  his  Starry  Night.  Van  Gogh  is  the  artist  who  most  elic- 
its empathy,  even  as  you  guiltily  sense  that,  had  you  met  hin 
at  the  time,  you'd  have  crossed  the  road  to  avoid  him. 

Before  he  left  for  St.  Remy,  he  wrote  to  his  sister:  "As  fo: 
myself,  I  am  going  to  an  asylum  . . .  not  far  from  here,  fo; 
three  months. . ..  Every  day  I  take  the  remedy  which  the  in- 
comparable [Charles]  Dickens  prescribes  against  suicide.  I 
consists  of  a  glass  of  wine,  a  piece  of  bread  with  cheese  anc 
a  pipe  of  tobacco.  This  is  not  complicated,  you  will  tell  me 
and  you  will  hardly  be  able  to  believe  that  this  is  the  limit  te 
which  melancholy  will  take  me;  all  the  same,  at  some  mo 
ments — oh  dear  me  " 

One  day  we  bicycled  up  a  steep  incline  to  the  12th 
century  walled  town  of  Bonnieux,  where  we  at 
lunch  on  a  shady  veranda  and  drank  rose  am 
smoked  cigars.  From  there  we  hiked  through  a  valley  o 
cherry  and  olive  trees  and  up  another  steep  hill  to  the  ruin 
of  the  casde  that  was  once  home  to  the  Marquis  de  Sade,  th 
only  French  nobleman  to  have  the  distinction  of  bein; 
eponymous  with  "perverted  French  nobleman." 

The  odd  part — well,  there  were  many  odd  parts  to  th 
Marquis — is  that  he  went  to  his  death  after  13  years  in  thi 
insane  asylum  at  Charenton  staunchly  denying  that  he  wa 
the  author  of  Justine  and  The  120  Days  of  Sodom.  Those  ver 
naughty  books  he  had  published  anonymously,  whereas,  ac 
cording  to  Francine  du  Plessix  Gray,  he  published  "mor 
than  20  excruciatingly  chaste,  excruciatingly  boring  play; 
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Sind  a  few  equally  chaste  and  tedious  prose  fictions,  of  which 
fie  was  immensely  fond." 

He  loved  his  chateau  here  at  Lacoste,  and  he  had  some 
bretty  good  times  in  it,  too.  There  were  42  rooms,  includ- 
pg  a  private  theater — the  "home  entertainment  center"  of 
rcs  day — that  could  seat  80.  At  a  time  when  hygiene  was 
lot  number  one  on  any  nobleman's  agenda,  there  were  15 
portable  toilets  and  six  bidets.  The  Marquise,  Mrs.  de  Sade, 
pven  had  a  bathtub  with  a  copper  water  heater.  But  then  if 
ou  threw  the  kind  of  parties  he  did,  innovative  plumbing 
rould  have  been  de  rigueur. 

Between  De  Sade  and  Van  Gogh,  many  of  the  people 
^ere  seem  to  have  ended  up  in  mental  asylums.  The  shep- 
erd  who  wanted  to  slash  my  throat  for  disturbing  his  sheep 
ould  probably  use  a  week  or  two  of  hydrotherapy,  or  a  full 
rontal  lobotomy. 

1  At  any  rate,  the  afternoon's  De  Sadean  theme  continued 
<ack  at  the  chateau,  when  Rollo  O'Rourke,  the  jovial  but 
lischievous  Greenwich,  Connecticut,  munitions  dealer, 
reduced  a  bottle  of  absinthe. 

r  Absinthe,  after  being  mixed  with  iced,  sugary  water, 
jistes  like  molten  Good  &  Plenty.  It  is  delicious.  It  is  also 
;40-proof  and  distilled  from  wormwood,  whose  molecular 
kructure  bears  an  uncanny  resemblance  to  that  of  tetrahy- 
drocannabinol, the  active  ingredient  in  marijuana.  In  Belle 
.poque  Paris,  happy  hour  in  the  boulevard  cafes  was  known 


as  I'heure  verte.  How  pleasantly  we  all  chatted  that  night  as 
Rollo  repeatedly  refilled  our  glasses. 

The  next  morning,  lying  sticky-mouthed  in  my  bed  of 
pain,  the  frogs  beating  a  vicious  tattoo  in  my  eustachian 
tubes,  I  prayed  for  easeful  death;  and  for  Rollo's,  too.  I  do 
not  retain  fond  memories  of  that  morning's  brisk  12-kilo- 
meter hike  over  the  Alpilles  to  Alphonse  Daudet's  windmill. 
Someday,  I  should  like  to  return  and  pay  proper  homage  to 
that  writer  of  gentle,  humorous  tales.  What  Van  Gogh  felt 
like  in  the  morning  after  four  or  five  glasses  of  absinthe,  with 

epilepsy  and  mania  coming  on  I'm  no  art  historian,  but 

is  it  not  possible  the  poor  man  intended  to  cut  off  not  his  ear 
but  his  entire  head? 

Our  last  night  at  the  chateau,  Alphonso  and  LooLoo 
gave  a  candlelit  dinner  outside,  under  a  moony  sky  and  the 
four-century-old  cypress.  It  ranks  high  in  my  catalog  of 
Enchanted  Evenings.  We  ate  trilogie  de poissons  and  laven- 
der-scented creme  brulee.  Toasts  were  made.  Rollo  emerged 
from  the  doorway  with  a  Mephistophelian  grin,  proffer- 
ing icy  glasses  of  the  Green  Fairy.  A  band  played  Benny 
Goodman  and  Cole  Porter,  and  Alphonso  and  LooLoo 
danced  around  the  table,  evenly,  perfectly,  like  swans  on 
water.  Even  the  frogs  fell  silent.  • 

For  more  information,  contact  Butterfield  and  Robinson,  (866) 
551-9090,  www.butterfield.com. 
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So  you  want  to  be  a  top  gun?  Owning  a  Javelin  is  th 


answer  to  your  dreams,  by  Taylor  Antrim 


At  age  16  1  drove  a  dirt-colored  Honda  Accord  with  rattling  speakers  and  iffy  brakes. 
My  friend  Si  drove  a  Pontiac  Catalina  Safari  wagon  with  a  wood-paneled  exterior  and 
a  loose,  billowing  headliner.  Chris's  car  was  a  Plymouth  K-Car  that  went  0  to  60  in, 
well,  never,  unless  he  pointed  it  downhill.  Cast-off  family  cars  each,  but  to  us  they  represented 
independence  and  freedom,  and  inspired  parking-lot  pride  each  morning  at  school — pride 
that  lasted  until  the  moment  Tee  Clarkson  arrived  in  his  black  Saab  900  with  leather  interior, 
turbocharged  engine  and  pounding  stereo  system.  Tee  had  money,  yes,  but  also  something  else. 
Flash.  Swagger.  Pluck  enough  to  pull  into  school  in  a  car  that  made  the  rest  of  the  lot  irrelevant. 


PHOTOGRAPH  BY  RAY  CASSEL 


I  recalled  Tee  Clarkson's  Saab  on  a  recent  visit  to  Aviation 
Technology  Group  (ATG)  at  Denver's  Centennial  Airport. 
I'd  gone  there  to  see  the  Javelin,  its  two-seater  military-style 
twin-engine  civilian  jet.  A  Ferrari  for  the  skies,  I'd  been  told, 
a  pocket-size  F/A-18  to  scratch  the  Chuck  Yeager  itch  in  week- 
end pilots  the  world  over.  Price:  $2.8  million.  After  four  years 
of  design  and  development,  ATG  began  building  a  prototype  in 
early  2004,  and  a  test  pilot  flew  the  Javelin  for  the  first  time  last 
September.  By  my  visit,  ATG  had  deposits  on  103  planes,  had 
conducted  two  more  test  flights  (they'd  flown  five  by  press  time) 
and  were  projecting  the  first  FAA-approved  Javelins'  to  be 
delivered  to  customers  in  2008. 

In  full  sun  on  the  runway  at  Centennial,  surrounded  by  mul- 
timillion-dollar business  jets,  the  Javelin  stopped  me  cold:  Tee 
Clarkson,  I  thought,  patting  the  fuselage  like  it  was  mine,  get  a 
load  of  this. 


ivil  aviation  needs  a  sports  car. 


Such  was  the  thinking  of  George  Bye  on  retiring  from  the  Air 
Force  after  Desert  Storm.  Bye  missed  flying  jets;  the  typical  pri- 
vate airfield  seemed  "a  parking  lot  full  of  vans  and  sedans."  With 
his  training  as  an  engineer  and  his  understanding  of  the  latest  en- 
gine and  navigational  technology,  Bye  went  to  work  on  plans  for 
a  plane  with  sexy  lines  and  all  the  flight  capabilities  of  the  fight- 
ers and  trainers  he'd  known  in  the  Air  Force.  He  founded  ATG 
in  1998  to  bring  his  vision  to  life.  "I  knew  guys  like  myself,"  he 
told  me,  "ex-military  guys — there's  thousands  and  thousands  of 
us — who  flew  jets  in  the  military  and  would  love  to  have  an  al- 
ternative aircraft.  If  it  appealed  to  me,  it  would  appeal  to  others." 

That  customer  base  would  demand  good  looks,  but  also  per- 
formance. Hence  the  Javelin  would  be  lightweight  and  have 
plenty  of  power:  two  1,800-pound-thrust  Williams  International 
jet  engines.  It  would  climb  10,000  feet  per  minute  and  top  out  at 
Mach  0.9.  A  trim  wingspan  (23.25  feet)  would  make  the  Javelin 
agile  and  acrobatic,  capable  of  pulling  up  to  six  g's  on  high-speed 
turns,  rolls  and  loops.  It  would  be  fun  to  fly,  and  somewhat  prac- 
tical, with  a  judicious  amount  of  cargo  space.  "If  you  can't  carry 
your  golf  clubs  in  it,"  Bye  said,  "it's  almost  like,  who  cares?" 

As  a  business  venture,  the  Javelin  would  have  the  market- 
place practically  to  itself.  "It  has  twice  the  thrust-to-weight 
ratio  of  the  typical  business  jet,"  Bye  said.  "You  can  do  things 
with  this  airplane  you  couldn't  even  imagine  doing  in  a 
Gulfstrcam  or  Cessna  Citaiion  or  Learjet."  Bye's  closest  realis- 
tic competition  comes  from  a  Cold  War-era  Czechoslovakian 
trainer,  the  Aero  Vodochodv  L-39  Albatros.  The  Czechs  built 


enough  of  these  that  a  few  hundred  have 
found  their  way  into  civilian  hands.  The 
L-39  has  the  reputation  of  a  fast,  reliable 
military  jet  (and  is  a  relative  steal  from  war- 
bird  dealers  at  a  ballpark  price  of  $300,000), 
but  it's  a  gas-guzzler  by  comparison,  twice  as 
heavy  as  the  Javelin,  and  with  shorter  range. 
And  unless  you  read  Cyrillic,  you'll  have  to 
translate  the  instruments. 

Bye  likes  the  L-39;  he  leased  one  as  a  chase 
plane  for  the  Javelin's  test  flights.  But  to  own 
one,  he  says,  means  "buying  military  surplus 
built  in  Soviet-era  Czechoslovakia.  How 
many  people  would  go  to  the  Czech  Republic 
or  Russia  and  buy  a  25 -year-old  car?"  ATG's 
leased  L-39  shares  a  hangar  with  the  proto- 
type Javelin,  and  taking  them  in  side  by 
side  settles  a  crucial  question.  The  Javelin: 
willowy,  flowing  lines.  L-39:  big-boned  and 
Slavic.  No  contest  in  the  looks  department. 

Unlike  any  used  military  trainer  in  the 
world,  the  Javelin  will  have  first-class  seats. 
The  design  is  being  finalized,  but  here's 
what  Charlie  Johnson,  ATG's  president, 
told  me:  "A  world-class  interior;  noise  levels 
very  low;  high  visibility,  accessibility  and 
ergonomics.  It  will  have  all  the  functionality 
of  a  military  trainer,  with  all  the  luxurious 
appointments  of  a  Cadillac."  The  instru- 
mentation will  be  state-of-the-art:  twin  flat- 
panel  displays  with  the  latest  traffic-warning 
and  collision-avoidance  systems.  And  the 
view  through  the  canopy,  of  course,  will  be 
panoramic.  "The  best  window  seats  in  the 
world,"  said  Rob  Fuschino,  ATG's  VP  of 
operations  and  chief  test  pilot. 


A  Ferrari  for  the  skies, 
Chuck  Yeager  iti 


He  should  know:  Fuschino  is  one  of  only  two  guys  who's  ac- 
tually flown  a  Javelin.  "Easy,"  was  his  verdict.  "You  can  climl 
very  rapidly,  you  can  accelerate  very  rapidly.  It's  very  forgiving. 
Forgiving,  but  also,  he  reminded  me,  capable  of  pulling  six  g's. 

The  Javelin  is  not  for  novice  pilots.  Qualifying  to  fly  on« 
means  having  1,500  hours  .of  flight  time,  including  250  hours  o 
"turbine  time,"  or  flight  hours  in  a  jet.  Clients  are  also  enrollec 
in  ATG's  Javelin  training  program.  Included  will  be  simulato 
hours,  flight  time  with  an  instructor,  a  mentoring  program 
with  experienced  Javelin  pilots  and  physiological  training  to 
learn  how  to  pull  g's. 
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en  told,  a  pocket-sized  F/A-18  to  scratch  the 
weekend  pilots  the  world  over.  Price:  $2.8  million. 


I  logged  some  time  in  the  simulator  myself,  and  can  confirm 
ise  of  flight.  This  novice  pilot  lifted  off,  executed  some  pretty 
icked  rolls  and  loops,  flew  inverted  and  even  landed  twice 
i  a  row.  Or  almost.  I  undershot  my  first  landing  by  a  few 
undred  yards,  and  bounced  spectacularly  off  the  tarmac  on 
tempt  two.  "You  probably  damaged  your  jet  a  little,"  dead- 
inned  Sara  Newton,  ATG's  communications  manager,  before 
lying  me  away  for  lunch. 

The  Javelin  simulator  is  probably  the  greatest  video  game  on 
tie  planet — and  not  surprisingly,  it's  ATG's  most  persuasive 
les  tool.  Take  a  spin  over  the  virtual  Rocky  Mountains  for  an 


hour  or  so  and  you'll  emerge  from  the  cockpit  feeling  like  Tom 
Cruise  and  reaching  for  your  checkbook.  A  (mere)  nonrefund- 
able deposit  of  $100,000  holds  your  position  behind  103  others 
for  Javelin  delivery  by  late  2009.  Tell  yourself  it's  a  practical  pur- 
chase. You'll  triangulate  same-day  business  meetings  in  Denver, 
Los  Angeles  and  Seattle  at  Mach  0.9.  You'll  make  Friday  happy 
hour  in  Antigua.  Or  just  tell  yourself  that  you'll  look  really, 
really  cool  taxiing  down  the  runway  at  Teterboro,  turning  every 
Gulfstream,  Cessna  and  Lear  you  pass  into  a  minivan.  • 

(303)  799-4197,  www.avtechgroup.com. 
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It's  De  Limit,  It's  Deluxe 

Jazz  Age  architects  Schultze  &  Weaver  ushered  in  the  era  of  luxury  hotels 

with  masterpieces  like  the  Waldorf-Astoria,  The  Breakers  and  the  Los  Angeles  Biltmore. 
Eighty-five  years  later,  their  work  is  getting  a  second  look. 

by  Finn-Olaf  Jones 


MIAMI  BtACW-HOftlDA 


ON     THE     OCEAN  FRONT 


here  are  few  people  more  worthy  of  tipping  your  overpriced  glass  of  room-service  bubbly  to  thai 
Leonard  Schultze  and  S.  Fullerton  Weaver.  Never  heard  of  them?  Schultze  8c  Weaver,  who 
formed  their  New  York  architectural  firm  in  1921,  spent  the  Roaring  '20s  revolutionizing  th< 
hospitality  industry  by  designing  the  Waldorf-Astoria,  the  Sherry-Netherland,  The  Pierre,  Th< 
Lexington,  The  Breakers,  the  Los  Angeles  Biltmore  and  other  hotel  icons.  Arguably  the  mosil 
successful  hotel  architects  of  all  time,  they've  been  largely  forgotten.  Until  now. 

A  new  exhibit,  "In  Pursuit  of  Pleasure:  Schultze  &  Weaver  and  the  American  Hotel,"  a 
Miami's  Wolfsonian-Florida  International  University,  in  conjunction  with  the  release  of  a  nev 
coffee-table  book,  Grand  Hotels  of  the  Jazz  Age,  brings  long-overdue  kudos  to  two  men  wh« 
were  instrumental  in  teaching  America's  emerging  elite  how  to  loaf  like  Europeans. 

"Before  the  turn  of  the  century,  hotels  were  essentially  mom-and-pop  affairs  for  travelinj 
businessmen,"  said  Richard  Penner,  professor  of  hotel  management  at  Cornell's  School  a 
Hotel  Administration.  "If  they  were  nicer  hotels,  they'd  have  cold  running  water  in  commu 
nal  bathrooms."  Then  came  the  Roaring  '20s,  an  exuberant  stock  market  and  a  growing  leisur 
class  that  fancied  "seasoning"  in  New  York  City  and  in  the  winter  resorts  springing  up  alon; 
the  new  rail  lines  to  Miami.  America's  moneyed  classes  wanted  hotels  more  suited  to  cuttin; 
up  a  dance  floor  than  cutting  a  deal. 

Enter  Messrs.  Schultze  &  Weaver,  two  East  Coast  swells — Weaver  was  related  to  Presiden 
James  Buchanan,  though  he  wisely  didn't  let  that  go  to  his  head — who  each  knew  a  thing  o 
two  about  the  possibilities  of  merging  Europe's  decorative  traditions  with  Yankee  engineer 
ing.  Quicker  than  you  can  say  "let's  empty  the  minibar,"  the  two  architects  stacked,  mashei 
and  planted  English  Tudor  dining  rooms,  French  Louis  XVI  parlors,  Roman  frescoes,  Spanish 
bell  towers,  Venetian  ceilings,  Italian  gardens  and  Swedish  latticework  across  Florida  swamps 
on  California's  fault  lines  and  atop  Manhattan's  skyline.  The  French  Renaissance  mansio 
straddling  The  Pierre  and  the  twin  turrets  crowning  the  Waldorf-Astoria  are  now  as  vital  t 
New  York's  scenery  as  yellow  cabs  and  messy  hot  dogs. 

Like  all  truly  great  artists,  Schultze  &  Weaver  stole  from  the  best — the  fountain  of  Th 
Breakers  was  modeled  after  one  in  Florence's  Boboli  Gardens,  the  Park  Lane  Hotel  fea 
tured  the  rough-hewn  fortress-style  walls  of  a  Medici  palace  (excellent  protection  agains 
Park  Avenue's  proletariat,  though  it  didn't  save  the  place  from  demolition  in  1965),  whill 
the  Los  Angeles  Biltmore's  lobby  features  a  replica  of  the  elaborate  wrought-iron  stairwa 
from  Spain's  Burgos  cathedral.  L.A.  arguably  got  the  better  deal,  as  the  Spanish  versio 
doesn't  have  a  bar  at  ground  level. 

"Schultze  &  Weaver  were  the  first  to  integrate  lots  of  rooms,  enormous  lobbies  and  ne 
amenities  in  a  highly  functional  way,"  said  Richard  Penner.  "While  their  hotels  looked  pleas 
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ng  on  the  outside,  they  were  also  very  efficient  on  the  inside."  This  efficiency  was  aided  by 
he  technological  wonders  of  the  day,  including  kitchens  with  electric  refrigeration,  eleva- 
ors,  individual  plumbing  and  in-room  telephones — which  would  send  three  generations  of 
ion-expense  account  types  scrambling  for  lobby  pay  phones. 

chultze  &  Weaver  knew  whom  they  were  building  for — when  they 
weren't  drawing  new  gin  palaces  for  their  clients,  they  were  rubbing 
silk-clad  shoulders  with  them,  preparing  their  next  conquest.  After 
wowing  the  Miami  Beach  set  at  his  glamorous  dinner  parties  during 
the  1923  season,  Weaver  snagged  the  assignment  to  build  the 
Nautilus  Hotel,  the  first  of  the  firm's  Florida  iiberresorts,  which  would 
culminate  in  The  Breakers  in  Palm  Beach.  Schultze's  longstanding 
friendship  with  hotel  executive  John  McEntee  Bowman  bore  fruit 
when  Bowman  commissioned  the  firm  to  design  the  Los  Angeles 
Biltmore,  which  with  more  than  900  rooms  was  the  largest  hotel  west 
of  the  Mississippi.  Schultze  &  Weaver  eventually  expanded  Bowman's 
Biltmore  empire  to  luxury  hotels  in  Havana,  Miami  and  Atlanta. 
When  the  Great  Depression  closed  the  party,  Schultze  &  Weaver  were  relegated  to 
ondo-conversions  and  other  less  grand  projects,  the  firm's  ornamental  sense  of  luxury  re- 
laced  by  steel  and  glass,  the  postwar  motel  boom  and  gimmicky  amenities — anyone  got  a 
ickel  for  the  Magic  Fingers  machine? 

!  In  1994,  the  founder  of  the  Wolfsonian,  Mitchell  Wolfson,  Jr.,  stumbled  across  a  vast 
pllection  of  architectural  plans,  photographs,  documents  and  other  items  from  the  Schultze 
K,  Weaver  firm.  The  cream  of  the  collection  is  now  on  exhibit  through  May  and  is  bound  to 
rtract  a  few  wows  even  from  people  who  couldn't  tell  a  T  square  from  a  protractor.  The 
rm's  ziggurat-topped  skyscrapers  and  fantastical  lobby  plans  are  so  exquisitely  rendered  that 
3U  almost  want  to  reach  for  your  tux. 

In  keeping  with  the  firm's  kleptomaniac  traditions,  one  presentation  drawing  at  the  exhibit 
oks  like  a  send-up  of  Raphael's  School  of  Athens,  with  men  and  women  in  flowing  evening 
awns  rising  into  the  neoclassical  foyer  of  the  Waldorf-Astoria.  "Grand  entrances  leading  to 
■nate  interiors  signaled  to  guests  their  own  exalted  social  standing  and  privileged  separation 
om  the  surrounding  world,"  writes  Jonathan  Mogul  in  Grand  Hotels  of  the  Jazz  Age,  and  the 
tests  in  these  renderings  are  obviously  on  a  far  higher  mission 
lan  modern-day  tourists  sacking  out  in  front  of  CNN. 
The  ultimate  compliment  to  Schultze  &  Weaver's  genius 
that  many  of  their  hotels  have  withstood  the  test  of  time, 
he  Biltmore  has  a  lot  of  competition  now,  but  it  remains 
city's  'grand'  hotel.  Its  lobby  is  L.A.'s  greatest  meeting 
)int,"  said  Ken  Bernstein,  director  of  preservation  issues  at 
e  Los  Angeles  Conservancy.  The  Waldorf-Astoria  retains 

e  distinction  of  being  New  York's  White  House — though  George  W.  doesn't  arrive  via 

e  basement's  private  railroad  siding,  as  FDR  used  to. 
While  current  hipster  aesthetics  favor  overpriced  hotels  with  warehouse  designs  and  con- 

pt  bars,  Schultze  &  Weaver's  creations  attract  those  who  don't  care  to  live  like  nuclear 

iwer  workers  with  flavored-martini  fetishes.  "The  Grand  Hotels  of  the  '20s  were  out  of 
ch  for  anyone  but  the  very  rich,"  said  James  Twitchell,  author  of  Living  It  Up:  America's 
ve  Affair  with  Luxury.  "Now  there's  nothing  that  the  very  rich  have  that  others  can't  have 

)art  of.  Someone  will  save  up  for  two  nights  in  a  hotel  like  The  Breakers  because  it  pro- 

:ts  ideals  of  luxury  and  power  that  few  other  hotels  can  match." 

So  here's  to  Schultze  &  Weaver:  May  future  hotel  architects  steal  as  liberally  from  them 
they  stole  from  others.  • 


and  Hotels  of  the  Jazz  Age:  The  Architecture  of  Schultze  &  Weaver,  edited  by  Marianne 
monaca  and  Jonathan  Mogul;  Princeton  Architectural  Press;  $60.  "In  Pursuit  of  Pleasure: 
bultze  &  Weaver  and  the  American  Hotel"  runs  through  May  28,  2006,  at  the  Wolfsonian- 
rida  International  University,  Miami.  (305)  531-1001,  www.wolfsonian.fiu.edu. 
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ay  out  of  the  way  and  enjoy  the  show  Yeah,  we  could  do  that,  by  Thomas  Jackson 

Seats  of  Power 


Y 


t  was  Damon  Runyon,  the  great  Depression-era  newspaperman  and  author  of  Guys  and  Dolls, 
who  once  wrote  that  watching  an  America's  Cup  race  "is  like  watching  grass  grow."  And  he 
had  a  point.  While  it's  easy  to  appreciate  the  idea  of  the  Cup — the  tradition,  the  technology, 
the  fabulous  locales — an  actual  race  can  leave  much  to  be  desired.  From  the  sidelines,  it  often 
amounts  to  squinting  at  a  flock  of  tiny  triangles  inching  across  the  horizon.  Most  spectators  watch 
the  start  from  the  deck  of  a  large  and  elegant  yacht,  then  sit  back,  drink  Champagne  and  chitchat 
until  the  boats  return.  Clearly  this  kind  of  experience  didn't  appeal  to  Runyon,  who  was  partial 
to  football  games,  boxing  matches  and  other  full-contact  arena  sports.  •  Had  he  seen  the  action 
at  closer  range,  however,  he  might  have  changed  his  tune.  Nowadays,  Cup  rules  allow  each 
competing  yacht  to  carry  an  extra  passenger  known  as  the  18th  man,  a  lucky  freeloader  whose 


job  is  to  keep  his  mouth  shut,  stay  out  of  the  way  and  enjoy  the 
show.  His  station  is  the  extreme  stern  of  the  boat,  just  beyond 
the  swing  of  the  mainsail  boom  and  within  easy  earshot  of  the 
helmsman,  the  tactician  and  the  navigator.  As  vantage  points  go, 
it's  far  from  boring.  It  might  just  be  the  best  seat  in  sports. 

The  18th-man  position  was  instituted  in  1992,  when  the  cur- 
rent class  of  America's  Cup  boats  was  created.  The  main  reason 
for  it:  payback.  In  order  to  raise  the  tens  of  millions  of  dollars 
required  to  launch  a  challenge,  a  club  needs  sponsors.  Big  spon- 
sors. Even  Oracle's  Larry  Ellison,  the  world's  15th-richest  man, 
gets  help  from  BMW,  Allianz  and  Girard-Perregaux.  The  Swiss 
defender,  Alinghi,  headed  by  that  company's  CEO,  Ernesto 
Bertarelli  (a  billionaire  himself),  receives  additional  funding  from 
UBS  and  BT  Infonct.  Ottering  sponsors'  top  execs  these  18th- 
man  berths  is  a  nice  way  to  say  thanks.  It's  more  personal  than 
just  hoisting  the  company  logo  up  on  the  spinnaker.  And  boy 
does  it  make  an  impression.  Former  18th  men  effuse  over  the 
experience  of  being  in  the  pit,  feeling  like  members  of  the  team. 
Says  Luigi  "Gino"  Macaluso,  chairman  of  Girard-Perregaux,  "It 
is  like  sitting  on  the  wing  of  a  Formula  1  race  car." 

t  was  a  glorious  sunny  day  in  Valencia,  Spain,  when  I  got  my 

1 crack  at  the  big  time.  (Naturally  the  clubs  also  invite  the 
occasional  journalist.)  By  early  afternoon,  there  was  a  steady 
sea  breeze  coming  off  the  Mediterranean.  My  ride  was  the 
BMW  Oracle  boat,  USA  76,  the  race  Act  V  of  the  Louis  Vuitton 
Cup,  a  four-year  series  of  preliminaries  to  the  America's  Cup 


in  Valencia  next  summer.  A  small  armada  of  spectator  vesse 
encircled  the  nine-square-nautical-mile  course,  from  zipp 
runabouts  to  bloated  luxury  cruisers.  Larry  Ellison's  own  138 
meter  yacht,  Rising  Sun,  loomed  in  the  distance,  as  if  to  taunj 
the  other  billionaires  present. 

There  was  nothing  luxurious  about  USA  76,  however.  Climbin; 
aboard,  I  saw  a  deck  crowded  with  men,  tackle,  bunched-u 
sails  and  ropes.  There  was  no  cozy  cabin  below,  no  suntannin; 
area,  and  a  conspicuous  lack  of  cup  holders  suggested  there  w; 
no  beer  cooler  nearby.  When  I  asked  where  the  head  was, 
crewmember  thumbed  at  the  lee  side  of  the  boat. 

The  25 -meter  hull  is  all  carbon  fiber,  molded  and  baked — lik 
a  loaf  of  bread — in  a  90-  by  30-foot  oven  back  in  Anacorte 
Washington.  The  sails  are  made  from  carbon-fiber  thread,  ft 
$80,000  mainsail  containing  13  kilometers  of  the  stuff.  Tr 
foresails  cost  a  bit  less  ($30,000  each),  but  take  a  bigger  beatir 
during  races.  Each  one  is  retired  after  just  60  tacks,  which  break 
down  to  $500  every  time  the  boat  comes  about. 

But  there  was  a  lot  more  to  the  operation  than  the  ship  an 
its  crew — a  fact  betrayed  by  the  tablet  PC  tucked  under  th 
navigator's  arm.  That  device,  I  later  learned,  was  his  portal  t 
a  secure  wireless  network  broadcasting  from  BMW  Oracle 
mothership,  a  60-foot  converted  fishing  trawler  anchore 
nearby.  Packed  with  enough  meteorological  instruments,  corrj 
puter  hardware  and  communications  equipment  to  launch 
naval  assault,  the  tender,  as  it's  also  called,  could  relay  all  manne 
of  strategic  data  to  the  navigator,  including  up-to-the-minul 
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comes  about. 


ports  from  smaller  support  boats  zipping  around 
e  course.  And  as  if  that  weren't  enough  informa- 
m  to  go  on,  the  navigator  could  also  tap  live  data 
am  a  series  of  weather  buoys — accessible  to  all 
.rticipating  boats — placed  at  strategic  points  by 
e  America's  Cup  committee. 
Then,  exactly  five  minutes  before  the  start  of 
e  race,  that  torrent  of  information  was  abruptly 
inched.  From  that  point  until  the  boat  crossed  the 
Wsh,  there  would  be  no  communication  allowed 
tween  the  crew  and  the  support  team.  To  my 
Wishment,  one  sailor  gathered  up  all  the  walkie- 
Ikies,  cell  phones  and  other  communications 
vices  on  board,  sealed  them  in  a  large  plastic  jug 
d  casually  tossed  it  into  the  chop. 
I  The  countdown  to  the  start  of  an  America's 
lp— class  regatta  can  be  more  exciting  than  the  race 
elf.  The  12  yachts  converged  on  the  start  box,  a 
Ip-meter-long,  300-meter-deep  rectangle  of  space 
ectly  behind  the  starting  line.  The  trick,  of  course, 
o  stay  within  the  box's  boundaries,  then  cross  the 
e  at  the  moment  the  clock  hits  zero.  If  a  boat 
•aches  too  soon,  it  must  complete  a  penalty  turn.  It's  a  wonder 
tre  were  no  collisions  as  all  12  craft,  collectively  worth  hundreds 
millions  of  dollars,  executed  a  dizzying  series  of  jibes  and  tacks 
is  way  and  that.  It  was  reminiscent  of  Monty  Python's  famous 
It,  the  100-meter  dash  for  people  with  no  sense  of  direction. 


Then  we  were  off,  and  suddenly,  everything  became... calm. 
Of  course  there  was  that  moment  when  we  passed  within  what 
seemed  like  five  feet  astern  of  the  South  African  boat,  Shosholoza, 
but  compared  to  the  frenetic  prestart,  the  atmosphere  was  posi- 
tively officelike.  No  histrionics  whatsoever.  When  the  navigator 
wanted  to  tack,  he  calmly  said,  "Let's  tack."  I'd  been  expecting 
something  out  of  a  Patrick  O'Brian  novel — "Bring  us  about, 
Bonden!"  Not  here.  The  tactician  was  equally  nonchalant.  When 
he  saw  the  ripples  of  an  approaching  gust,  he  would  quietly 
remark,  "Looks  like  some  good  pressure  over  there."  Still,  there 
was  a  majesty  to  the  cool  precision  with  which  the  sailors  worked. 
When  they  raised  the  spinnaker  as  we  rounded  the  windward 
mark — a  complicated  maneuver — it  was  like  watching  major  lea- 
guers turn  a  flawless  double  play.  And  I  was  in  the  middle  of  the 
infield  watching  them  do  it. 


We  crossed  the  finish  line  fourth,  although  the  first-place 
Swedes  of  Victory  Challenge  were  later  disqualified  for  carrying 
too  much  water  in  the  bilge.  For  me,  90  minutes  of  racing  had 
passed  in  what  seemed  like  5.  Damon  Runyon  would  have  felt 
the  same,  I'm  sure.  • 
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•  All  prices  approximate. 
Va  I  extra  S  Series 
travel  bag  in  dark-green 
textured  calfskin, 
$2,900,  at  select  Saks 
Fifth  Avenue  stores. 


•  Gucci  satchel  in 
ivory  canvas  with  black 
crocodile  trim, 
$13,950,  at  select  Gucci 
stores,  (800)  234-8224, 
www.gucci.com. 


•  Goyard  rolling  case 
in  waterproof  canvas, 
$3,285  (with  custom 
stripes,  $155),  at  select 
Barneys  New  York 
Stores,  (888)  £  BARNEYS. 


•  Louis  Vuitton  Taurillon 
leather  shoe  bag  with 
drawstring  closure, 
$1,680,  at  Louis  Vuitton 
stores,  (866)  VUITTON, 
www.louisvuitton.com. 


•  Prada  tan  canvas 
carry-on  bag  with  leat 
trim,  $910,  at  select 
Neiman  Marcus  store: 
(888)  888-4757, 
www.neimanmarcus.c 


THE  JET  SET 


ffels  to  trim 
overnighters,  the  best  carry-ons 
nsure  you'll  always  travel  in  style 


By  Mark  Grischke 
Photographs  by  Ron  Reeves 


•  Ralph  Lauren  Cooper 
bag  in  canvas  with 
leather  trim,  $1,495,  at 
select  Ralph  Lauren 
stores,  (888)  475-7674, 
www.polo.com. 


•  Bottega  Veneta  red 
leather  zip-top  bag  with 
woven  handles,  $1,980, 
at  Bottega  Veneta 
stores,  (877)362-1715, 
www.bottegaveneta.com 


e.  Please  mak 
ours  is  distinctive. 
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•  Salvatore  Ferragamo 
calfskin  carry-on, 
$1,750,  at  select 
Salvatore  Ferragamo 
stores,  (800)  628-8916, 
'ww.ferragamo.com. 


•  Valextra  expandable 
canvas  duffel  with  navy 
calfskin  trim,  $3,000, 
at  select  Saks  Fifth  Avenue 
Stores,  (877)  551 -SAKS, 
www.saksfifthavenue.com 


I  tally  Abaia  striped 
|  ivas  bag  with  leather 

1,  $795,  at  Bally, 

Work,  (212) 

-9082,  and  Beverly 

s,  (310)  271-3310. 


•  Louis  Vuitton  Taurillon 
red  leather  sports 
bag,  $1,820,  at  select 
Louis  Vuitton  stores, 
(866)  VUITTON, 
www.louisvuitton.com. 


•  Burberry  Prorsum 
avocado  leather 
shopping  tote,  $1,195, 
at  select  Burberry 
stores,  (866)  589-0499, 
www.burberry.com. 


•  Tanner  Krolle  holdall 
in  red  bridle  leather, 
$1,208,  at  Tanner  Krolle, 
London,  www.tanner 
krolle.com  and  select 
Neiman  Marcus  stores. 


•  Hermes  Herlight 
case,  $6,500,  at  Hermes 
stores,  (800)  441-4488, 
www.hermes.com.  Props 
by  Jen  Everett.  Fashion 
assistant:  Adam  McCollum. 


MIXEDMEDIl 

A  guide  to  Civil  War  battlefields  |  Orson  Welles's  reconstructed  classic  ;  Next-gen  pugilism  An  cross-cultural  orchesti 


SALT  DREAMS, 

by  Jimmy  and  Dena  Katz; 
Powerhouse;  $45 

The  salt  flats  of  northern  Utah 
are  a  natural  wonderland,  a 
30,000-acre  expanse  of  potas- 
sium, magnesium,  lithium  and 
sodium  chloride,  rendered  pancake-flat  by 
wind  and  water.  They're  also  an  ideal  place 


to  blast  off  rockets,  fly  stunt  planes  and  set 
land-speed  records.  Jimmy  and  Dena  Katz 
recently  crisscrossed  the  flats,  photograph- 
ing the  inventors,  daredevils,  amateur  aero- 
space engineers  and  other  eccentrics  who 
congregate  there.  The  pictures  reveal  a 
gigantic  open-air  laboratory,  and  a  show- 
case for  the  kinds  of  harebrained  schemes 
that  make  America  great. 

—THOMAS  JACKSON 


138  i  ForbesLife 


JEFF  SHAARA'S  CIVIL 
A'AR  BATTLEFIELDS, 

jy  Jeff  Shaara;  Ballantine;  $19 

.et's  be  honest:  To  the  layperson,  Civil  War 
battlefields  look  more  like  golf  courses  than 
lallowed  ground,  their  histories  little  more 
han  statistics  and  abstract  chess  moves, 
f  you  visit  Chancellorsville,  Virginia,  for 
:xample,  you'll  have  a  lovely  walk,  you'll 
earn  that  Stonewall  Jackson  died  there 
fatally  wounded  by  friendly  fire)  and  that's 
ibout  all  you'll  remember.  But  with  Civil 
Var  author  Jeff  Shaara's  new  guidebook  in 
land,  you're  dropped  into  the  strife  that 
mce  roiled  those  quiet  glens.  "...Jackson 
ontinued  to  push  his  men,  furious  that  his 
irecious  daylight  was  fading,"  he  writes. 
...Accompanied  by  his  staff,  Jackson  rode 
ut  through  dense  woods  along  a  narrow 
■ail,  and  as  his  nervous  aides  began  to  insist 
hat  Jackson  was  in  a  place  he  shouldn't 
e,  shots  rang  out."  Shaara  then  guides 
ie  reader  through  the  present-day  park, 
teermg  you  past  the  requisite  monument 
)  the  faint  remains  of  the  roadbed  where 
ie  great  general  had  his  last  ride.  For 
ther  tragic  battlegrounds,  from  Shiloh  to 
ettysburg,  Shaara  provides  a  vivid  synop- 
sis of  the  conflagration, 
followed  by  a  detailed 
tour  of  the  current  site. 
He  also  analyzes  how 
each  battle  affected  the 
overall  war:  The  bloody 
aftermath  of  Antietam, 
for  example,  was  the 
st  to  be  photographed,  finally  showing 
vilians  back  home  the  terrible  losses  in 
ore  than  words.  Some  readers  may  nit- 
ck  over  missing  locales — especially  Fort 
mter  and  Andersonville — but  few  can 
ult  Shaara's  knowledge,  his  prose  or  his 
use,  as  a  percentage  of  sales  will  be  do- 
ited to  battlefield  preservation  groups. 

—MATTHEW  REED  BAKER 

JLSE, 

I  Robert  Frenay;  FSG;  $26 

l|  much  as  nautical  technology  has  ad- 
Inced  in  the  past  century,  a  state-of- 
Jle-art  submarine  still  can't  maneuver 
Jiderwater  half  as  efficiently  as  the  aver- 
lle  tuna.  Rather  than  conceding  defeat, 
Irne  researchers  have  turned  to  the  fish  for 
limming  lessons.  Others  have  looked  to 
"nguins,  whose  undulations  of  fat  reduce 


EFF  SHAARA'S 

CIVIL  WAR 
BATTLEFIELDS 


underwater  friction  through  fluid  dynamics. 
By  modeling  those  undulations  into  the 
shape  of  the  sub,  or  even  replacing  the  pro- 
peller with  a  mechanical  fish-tail,  scientists 
are  striving  to  build  on  the  innovations  of 
evolution.  According  to  journalist  Robert 
Frenay,  biologically  inspired  engineering 
represents  much  more  than  a  passing  trend. 
Presenting  hundreds  of  enticing  examples, 
in  fields  ranging  from  aeronautics  to  art- 
ificial intelligence  to  macroeconomics,  he 
argues  that  the  machine  age  has  passed. 
"The  new  biology  is  humanity's  future,"  he 
writes,  contrasting  it  with  old-fashioned 
smokestacks  and  even  yesterday's  biotech- 
nology. "Most  biotech  treats  nature  as  if  it 


works  like  a  machine.  The 
I  new  biology  makes  ma- 

i)t4lS0 1  cninestnat  work  |ike  |iving 

things,  [bringing]  organic 
principles  to  all  of  human 
design."  Frenay  is  hardly 
neutral  about  the  future. 
Temperamentally  optimis- 
tic, he's  prone  to  cheerleading  in  language 
reminiscent  of  '90s  Silicon  Valley  hyper- 
bole. Yet  there's  considerably  more  at  stake 
now  than  there  was  during  the  dot-com 
bubble;  the  world  needs  energy-efficient 
machines  far  more  than  it  ever  needed  on- 
line pet  supplies. 

— JONATHON  KEATS 
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ffV  CAPOTE;  Sony;  $29 

'^P^J  Philip  Seymour  Hoffman  deservedly  won  the  2005 
Best  Actor  Oscar  for  his  portrayal  of  writer  Truman 
Capote.  Capote's  1965  "nonfiction  novel"  account 
of  the  brutal  murders  of  the  Clutter  family  in 
Holcomb,  Kansas  in  1959  was  published  as 
In  Cold  Blood.  The  book  made  Capote  the  most 
famous  writer  in  America.  His  success  may  also  have 
doomed  him:  It  was  the  last  book  Capote  ever  finished. 
His  self-described  Proustian  novel  of  New  York  society, 

Answered  Prayers,  destroyed  most  of  his  friendships  and  remained  unfinished  at 
his  death  at  age  59,  in  1984,  of  drug-  and  alcohol-related  deterioration.  The  movie 
follows  Capote  as  he  researches  In  Cold  Blood  and  befriends — and  betrays — 
one  of  the  killers,  Perry  Smith.  It  succeeds  on  every  level.  But  ultimately  this 
is  Hoffman's  movie:  His  performance  of  the  lisping,  bitchy,  epicene  yet  formidable 
Capote  makes  it  compelling,  and  one  of  very  few  films  to  depict  so  perfectly 
the  inner  processes  of  a  writer  at  work  on  his  masterpiece.  Capote  was — alas,  like 
many  writers — no  day  at  the  beach.  One  of  the  most  chilling  scenes  in  the  movie 
has  nothing  to  do  with  murder  or  execution,  but  takes  place  at  a  bar  at  the  Plaza 
Hotel  after  the  movie  premiere  of  his  close  and  loyal  friend  Harper  Lee's  book, 
To  Kill  a  Mockingbird.  But  we  won't  spoil  it  for  you.  This  is  a  brilliant  movie,  and 
establishes  Hoffman  as  an  actor  of  the  first  rank.  —CHRISTOPHER  BUCKLEY 

THE  COMPLETE  MR.  ARKADIN;  Criterion;  $50 

Orson  Welles's  movie  career  is  nearly  as  renowned  for  his  mercurial 
feuds  with  studios  and  producers  as  for  his  groundbreaking 
storytelling  style,  and  his  legendary  "lost"  work,  1955's  Mr. 
Arkadin,  probably  takes  the  cake  for  both.  A  globe-trotting,  noirish 
epic  about  a  small-time  grifter  taking  a  run  at  a  world-class 
con  man,  directed  by  and  starring  Welles  himself,  the  picture  was 
seized  by  producer  Louis  Dolivet,  who  proceeded  to  bar  Welles 
from  the  editing  room.  The  result  was  a  slew  of  different  movie 
and  TV  versions,  none  of  them  Welles's  own,  and  most  of  them,  as  The  New 
York  Times  put  it,  "baffling  [and]  infuriating."  (For  the  French,  of  course,  such 
murkiness  was  sur  mesure — Francois  Truffaut  praised  Welles's  "gnarled  poetry," 


ForbesLife 


» 


FIGHT  NIGHT  ROUND  3; 
EA;  $60  (XBOX  360) 


8 


Sports  games  attract  the 
serious-minded  player,  the  guy 
who  sneers  at  laser  cannons 
and  killer  aliens,  seeking 
instead  the  chesslike  strategy 
and  forbiddingly  complicated 
controls  of  a  faithful  football, 

a soccer  or  golf  simulation. 
Mastering  the  latest  in  the 
Madden  or  FIFA  series,  for 
instance,  takes  practice,  and 
such  is  the  case  with  the  gorgeously 
rendered,  if  occasionally  brutal 
Fight  Night  Round  3.  Surviving  more 
than  a  round  or  two  in  the  ring  requires 
timing,  tactics — and  a  very  limber 
thumb.  The  right  joystick  directs  jabs, 
uppercuts  and  the  all-important 
haymaker  (landing  one  can  reverse 
the  momentum  of  a  fight).  Meanwhile 
you've  got  your  footwork  to  worry 
about,  your  blocking  moves  and 
protecting  that  swollen  right  eye.  And 
stay  alert!  There's  no  "health  meter"  to 
rely  on  (or  to  clutter  up  the  screen),  so 
knowing  when  you're  vulnerable  means 
watching  for  physiological  cues — your 
fighter's  weary  face,  a  slowing  left  hook, 
an  increasingly  bloody  nose.  It's  a  lot 
to  think  about,  but  rest  assured,  Fight 
Night  is  an  old-fashioned  good  time  as 
well,  especially  when  going  mano  a 
mano  in  two-player  mode.  And  the 
crisply  detailed  environments,  including 
re-creations  of  classic  rivalries  like 
AM  vs.  Frazier,  make  this  a  feast  for  the 
senses — even  while  you're  getting 
knocked  senseless.  — TAYLOR  ANTRIM 


and  Cahiers  du  Cinema  named  it  one  of  the  "100  Greatest  Films  of  All  Time.")  It 
remained  for  two  young  European  film  scholars,  Stephen  Droessler  and  Claude 
Bertemes,  to  attempt  the  ultimate  in  presumption:  cutting  and  pasting  together  a 
definitive,  coherent,  as-true-to-Welles-as-possible  new  Mr.  Arkadin.  The  result 
is  a  masterful,  dark  tale  chock-full  of  expressionistic  shadows  and  the  classic 
Wellesian  sense  of  creeping  claustrophobia.  The  framework  of  the  plot  is  Citizen 
Kane-like — an  investigator  plunges  into  the  past  of  a  mysterious,  ultrarich  man — 
but  Gregory  Arkadin  (Welles)  is  a  very  different  animal  from  Charles  Foster  Kane. 
Arkadin  would  have  sold  Rosebud  to  an  orphan  for  his  last  dime,  stolen  it  back 
that  night  and  probably  slit  the  orphan's  throat  to  silence  the  only  witness.  Into 
Arkadin's  web  walks  Guy  Van  Stratten  (Robert  Arden),  a  smuggler  and  would-be 
gigolo  with  a  fateful  conviction  that  he  is  too  clued-in  to  be  anybody's  victim — and 
there  are,  along  the  way,  a  lot  of  victims.  Criterion's  superb  boxed  set  is  the  rare 
one  with  extra  stuff  you  actually  want,  including  a  1955  novelization  of  Mr. 
Arkadin,  two  of  the  previous  versions  of  the  film  and  fascinating  commentary  on 
how  the  new/old  version  came  together  at  last.  —RICHARD  NALLEY 

MICHAEL  PALIN:  SAHARA;  BBC  Video;  $35 

Deserts  are  unfathomable  by  nature.  Take  the  Sahara:  It's 
as  large  as  the  United  States,  yet  even  its  legendary  cities, 
such  as  Timbuktu,  seem  more  like  myths  than  genuine 
places.  The  BBC's  four-episode  Sahara  documents  Michael 
Palin's  99-day,  10,000-mile  journey  through  ten  countries 
and  one  disputed  territory  in  2001  by  way  of  sand, 
extinct  volcano,  crocodile-infested  river  and  more  sand. 
Even  in  the  midst  of  Roman  amphitheaters,  World  War  II 
battlegrounds  and  some  of  the  most  isolated  cultures 
in  the  world,  Palin  struggles  to  fathom  the  desert's  vastness. 
But  he  attacks  the  problem  with  the  dry  wit  he  cultivated 
as  a  Monty  Python  comedian,  the  precise  observational 
skills  he  later  honed  making  travel  documentaries,  and  jaw-dropping  cinematography. 
He  is  a  particularly  good  sport — letting  a  masseur  contort  his  body  in  a  Moroccan 
steam  bath  and  enduring  a  36-hour  train  ride  through  Senegal  that  runs 
eight  hours  late.  When  he  trudges  for  more  than  300  miles  with  a  nomadic  salt 
caravan  in  Mali,  exhausted,  sweating  in  the  137°F  heat  and  yearning  to  see  even 
one  tree  in  all  that  bare  earth,  it  becomes  clear  that  the  man  who  has  spent  weeks 
pointing  out  the  strange  is  still  the  stranger  himself.  —STEPHANIE  COOPERMAN 
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VESSEL  STATES, 
Wilderness; 
Jagjaguwar;  $15 


O You'll  know  if  Wilderness  is  your 
thing  30  seconds  into  the  opening 
track,  when  frontman  James  Johnson  lets 
loose  his  yearning,  oddly  inflected  yowl 
of  a  voice.  More  than  the  tense  drumming 
or  the  fragile,  brooding  guitar  work,  it 
is  Johnson's  throaty  vocals  that  place 
Wilderness  into  that  fashionable,  if  com- 
mercially minor,  subgenre  called  "post- 
rock"  or  "art-rock"  or  "Rock  That  Is  Not 
for  Everyone."  There's  also  the  fact  that 
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pparel 

avazzolo  Call  our  agent  for  the  U.S.:  Luciano  Moresco 
:  Co.,  Ltd.  1-212-397-4300  or  visit  www.ravazzolo.com 

utomotive 

ston  Martin  North  America  Aston  Martin  is  the 
odd's  most  exclusive  sports  car  company.  Since  1914  it 
is  cteated  motoring  legends  culminating  in  today's  DB7 
antage  and  VI 2  Vanquish.  Call  1 -866-NA-Aston  or 
sit  www.astonmartin.com 

uick  Lucerne  Visit  www.buick.com 

adillac  Motor  Division  Cadillac:  Break  Through! 
isit  www.cadillac.com 

lummer  HUMMER  -  Like  nothing  else! 
isit  www.hummer.com 

onsumer  Products 

igelow  Tea  Find  an  ever  changing  array  or' distinctive 
a-themed  gifts.  Discover  recipes  and  enrertainment  ideas 
ar  will  make  an  occasion  memorable.  Call  888-244- 
>69  or  visit  www.bigelowtea.com 

awaiian  Vacation 

Hawaiian  Airlines  Visit  www.hawaiianair.com 

Kona  Village  Resort  Located  on  Hawaii's  Big  Island, 
pom  rates  include  bountiful  meal  plans,  ocean  sports  and 
livites,  tennis  and  fitness  center.  Discover  the  Hawaii  of  your 
Earns.  Call  800-367-5290  or  visit  www.konavillage.com 

■  ResortQuest  Waikiki  Beach  Tower  Experience  the 
Pinacle  of  privacy  and  pampering,  breathtaking  ocean 
pvs,  all-inclusive  amenities,  and  an  attentive  24-hour 
Iff  at  Waikiki's  only  luxury  condominium  resort. 

II 86-77-HAWAII  (866-774-2924)  or  visit 

Av.RQWaikikiBeachTower.com 

Roy's  Visit  www.toysrestaurant.com 

tel 

i  Jekulani  Halekulani,  on  the  beach  at  Waikiki, 
ids  the  magnificence  of  the  island's  beauty  and  gracious 
.vaiian  hospitality.  The  Vera  Wang  Suite  provides 
:xtrordinarily  unique  lifestyle  experience. 
I  800-367-2343  or  visit  www.halekulani.com 

tndarin  Oriental  Hotel  Group  Mandarin  Oriental 
:el  Group,  the  award-winning  owner  and  operator 
I'ome  of  the  world's  most  prestigious  hotels  and  resorts, 

I  renowned  for  exceptional  service  standards. 
It  www.mandarinoriental.com 

fles  Hotel  Visit  www.raffleshotel.com 

llstin  Westin  offers  guests  an  experience  that  will  rejuve- 
II,  renew  and  restore  their  mind,  body  and  spirit.  This  is 

II  it  should  feel.  Westin  Hotels  &  Resorts.  For  more 
llrmation,  call  212-468-3979  or  visit  www.westin.com 


Precious  Metals  Investing 

The  Capital  Gold  Group 

Visit  www.thecapitalgoldgroup.com 

Real  Estate 

WCI  Communities  WCI  Communities  is  the  premier 
builder  of  homes,  luxury  towers  and  amenities  offering 
an  incomparable  living  experience  throughout  Florida, 
the  Northeast  and  Mid-Atlantic  United  States. 
Visit  www.estatecollectionwci.com  or  visit 
www.wcicommunities.com 

Renaissance  in  the  Rockies 

5.  Les  Chateaux  Duval  Invest  Wiseley,  Live  Well! 
Luxury  homes  in  a  unique  ski-in,  ski-out  access  location 
at  The  Canyons  Resort,  just  minutes  from  downtown 
Park  City,  Utah.  Call  877-369-4333  or  visit 
www.duvaldevelopment.com 

6.  Promontory  -  The  Ranch  Club  Promontory  -  The 
Isanch  Club  is  an  exclusive  7,000  acre  second  home  com- 
munity offering  championship  golf  courses  and  world-class 
amenities  for  the  multi-generational  family.  Call  888-458- 
6600  or  visit  www.promontoryclub.com 

7.  Prudential  Utah  Real  Estate  Unique  36  acre 
Park  City  Ranch  with  easy  access  to  Salt  Lake  City.  Tennis 
courts,  extensive  horse  facilities,  extraordinary  views  of  3 
world-class  ski  areas  and  more.  Call  800-553-4666  or 
visit  www.juliemckay.com 

8.  Silver  Strike  Lodge  Thirty-three  luxury  residences 
located  slope-side  in  the  prestigious  Empire  Pass 
neighborhood  at  Deer  Valley  Resort,  Utah.  Prices  from 
$1.9  million  to  $4  million.  Call  435-647-8038  or 
visit  www.silverstrikelodge.com 

9.  The  Sky  Lodge,  Park  City,  Utah  The  Sky  Lodge: 
Old  Town  Park  City's  first  five-star  boutique  condominium 
hotel.  Own  a  million-dollar  vacation  home  in  a 
once-in-a-lifetime  location  for  under  $500,000. 

Call  435-658-3336  or  visit  http://thcskylodgc.com 

Retail 

Allen-Edmonds  I  landcrafted  in  the  United  States  since 
1922,  Allen-Edmonds  is  the  premier  manufacturer  and  mar- 
keter of  men  s  business  and  casual  footwear  and  accessories. 
Call  1-800-235-2348  or  visit  www.allenedmonds.com 

Breitling  Breitling  has  creared  precision  Timepieces  since 
1884  and  continues  its  long  history  with  the  aviation 
world  where  accuracy,  technical  innovation  and  reliability 
are  critical.  Visit  www.Breitling.com 

Davidoff  To  purchase  Davidoff  handmade  premium  cigars 
and  cigar  accessories,  visit  www.davidoffmadison.com  or  to 
find  the  nearest  Davidoff  store  location, 
call  1-800-213-2340. 

General  Cigar  Macanudo  and  Partagas  Cigars. 
Visit  www.cigarworld.com 


Tourism 

Sentosa  Leisure  Group  Visit  www.sentosacove.com.sg 
Tourism  Malaysia  Visit  www  tottrismmalaysia.gov.my 

Travel 

Beaver  Creek  Roughing  it?  Not  exactly.  Hiking,  biking, 
horseback  riding.  Fairways,  trout  streams  and  pute  mountain 
air.  It's  summer  at  Beaver  Creek.  Bring  the  family. 
Call  1-800-608-4849  or  visit  www.beavercreek.com. 

Cirrus  Design  Corporation 

Visit  www.cirrusdesign.com 

Crystal  Cruises  Discover  for  yourself  why  Crystal 
Cruises  has  been  named  the  World's  Best  Large  Ship 
Cruise  Line  nine  years  running.  Call  1-866-569-7200 
or  visit  http://www.crystalcruises.com  for  a 
complimentary  brochure. 

Dream  Catcher  Retreats  Dream  Catcher  Retreats 
Private  Luxury  Destination  Club.  Enjoy  carefree,  memorable 
vacations  in  spectacular  homes  in  the  world's  most  desirable 
destinations.  Call  866-618-3954  or  visit  www.dct.com/fi 

Embraer  Visit  www.embraer.com 

Marquis  Jet  Visit  www.marquisjet.com 

Monaco  Government  Tourist  Office  The  Principality 
of  Monaco,  as  grand  as  ever.. .and  yer  surprisingly 
affordable!  Experience  a  place  where  romance,  royalty, 
history  and  magic  all  unite.  For  exclusive  packages  at 
extraordinary  rates  go  to  www.MonacoAuction.com. 
Call  1-800-753-9696  or  visit  www.visitmonaco.com 

Treasures  of  the  Titans 

AXA  Art  Insurance  Corporation 

Visit  www.axa-art.com 

Carder  Visit  www.cirtier.com 

Giorgio  Armani  Parfums 

Visit  www.giorgioarmani.com 

Hermes  Visit  www.hermes.com 

LV'MH  Moet  Hennessy  Visit  www. lvmh.com 

Macallan  Visit  www.themacallan.com 

Mikimoto  Visit  www.milcimotoamerica.com 

The  Citigroup  Private  Bank  Visit  www.citigroup.com 

Van  Cleef  &  Arpels  Visit  www.vancleef-arpels.com 
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Pacific  Delight's  China ...  Go  for  the  Gold 


At  Pacific  Delight,  we  specialize  in  China,  offering  the 
best  vacations  to  China  hands-down.  Our  tour  directors 
are  China  experts,  often  called  "the  best  in  the  business". 
And  you'll  be  delighted  to  learn  that  our  prices  are 
remarkably  affordable  for  the  quality  of  our  vacations. 


The  best  tour  operator  to  China  brings  you  the  best  tours 
to  China  -  Gold  ExperienceSM.  Each  Gold  vacation  is 
limited  to  16  members  and  represents  the  finest  of  what 
China  has  to  offer.  Enjoy  FiveStarPlus™  hotels  and  on  the 
Yangtze  River,  a  junior  suite  with  balcony  aboard  the 
Anna,  Victoria  Cruises'  newest  and  most  elegant  ship. 


1 6-Day  Imperial  Cities 


1 8-Day  Classic  China  &  Yangtze  River      19-Day  Majestic  China  &  Yangtze  River 


this  Baltimore-based  band  favors  uncon- 
ventional, non-verse-chorus-verse  song 
structures,  gnomic  lyrics  and  spookily  sur- 
real cover  art — and  yet  Wilderness  also 
knows  how  to  deliver  a  tidy  melody  ("Beau- 
tiful Alarms")  and  drive  a  song  to  a  vivid, 
rousing  finale  ("Blood  Is  on  the  Wall"). 
Vessel  States  builds  on  the  promise  of 
Wilderness's  eponymous  debut,  and  makes 
the  recent  critically  feted  stylings  of  more 
avant  bands  such  as  the  Liars,  Xiu  Xiu, 


LIVE  IN  RAMALLAH 
WEST-EASTERN  DIVAN  ORCHESTRA 
Daniel  Barenboim 


Animal  Collective  and  Deerhoof  seem 
ornery  by  comparison.  Songs  like  "Last" 
and  "Fever  Pitch"  are  accessible,  moodily 
textured  lullabies  that  pay  homage  to  Joy 
Division,  early  Echo  and  the  Bunnymen, 
and  Talking  Heads  (in  their  more  funereal 
moments).  Wilderness  is  not  for  everyone, 
perhaps,  but  what  good  rock  'n'  roll  band 
has  ever  been?  — TA 

LIVE  IN  RAMALLAH, 

Daniel  Barenboim  &  The  West-Eastern 
Divan  Orchestra;  Warner  Classics;  $17 

Orchestral  concerts  aren't  dangerous 
affairs.  Missed  cues,  broken  strings  and 
flying  tomatoes  are  about  the  worst  that 
can  go  wrong.  Unless,  of  course,  the  con- 
cert is  performed  in  a  war  zone.  Last 
August,  the  award-winning  Israeli  conduc- 
tor Daniel  Barenboim  took  his  West- 
Eastern  Divan  Orchestra,  an  unlikely 
ensemble  of  Israeli,  Arab  and  Spanish  mu- 
sicians, to  play  for  a  packed  house  at  the 
Cultural  Palace  in  the  volatile  West  Bank 
city  of  Ramallah.  The  trip  was  the  defining 
moment  of  a  project  Barenboim  launched 


with  the  late  Palestinian  writer  Edward 
Said.  Their  quixotic  vision — to  use  music 
to  ease  tensions  between  Jews  and 
Muslims — played  out  brilliantly  within  the 
orchestra.  Young  musicians  from  Israel, 
Palestine,  Jordan,  Syria,  Egypt  and  Lebanon 
set  antipathy  aside  in  the  interest  of 
mastering  works  by  Verdi,  Sibelius  and 
Tchaikovsky.  But  the  Ramallah  concert 
was  the  experiment's  true  test.  And  when 
the  members  of  the  West-Eastern  Divan 
took  the  stage  in  front  of  the  mostly  Arab 
audience,  they  received  a  standing  ova- 
tion— just  for  showing  up.  This  new  CD 
features  two  of  the  three  works  they  per- 
formed that  night:  Beethoven's  Symphony 
No. 5  and  Mozart's  Sinfonia  concertante. 
Warner  Classics  has  also  released  a  DVD 
containing  live  footage  of  the  concert  (in- 
cluding the  third  piece  performed,  Elgar's 
Nimrod),  as  well  as  a  feature-length  docu- 
mentary chronicling  the  orchestra's  history 
and  the  intense  friendship  between  Baren- 
boim and  Said.  The  project  has  yet  to  break 
the  political  impasse  between  the  Israelis 
and  Palestinians,  but  here's  hoping 
it  makes  at  least  a  tiny  dent.  — TJ 


HOW  THE  OTHER  HALF 
ENJOYS  ITS  YOUTH 


A  Caribbean  playground  for  the  family  with  endless  activities,  sports, 
dolphin  lagoon  and  a  two-mile  beach.  Plus  plenty  of  attractions  for  the  kids,  too. 

On-site  call  centre:  1 -877-HALFMOON  •  www.halfmoon.com 


ROSE  HALL,  JAMAICA 


Market 


C 

ince  founding  her  interior-design  business,  Dessins, 
J  20  years  ago,  Penny  Drue  Baird  has  transformed  the 
-      homes  of  prominent  business  and  social  figures 
worldwide.  In  the  process,  she's  become  something  of  an 
expert  on  shopping  the  flea  markets  of  Paris  and  London. 
Baird  recently  spoke  with  ForbesLife's  Kerry  Mullett  Strom. 

Have  you  ever furnished  a  home  entirely from  flea  market finds'? 
I  spent  three  days  in  Paris  and  two  days  in  London  with  a 
Park  Avenue  client,  and  we  bought  90  percent  of  everything 
for  the  entire  apartment. 


Follower 


pieces  that  were  for  uses  that  today  we  wouldn't  even  care 
about.  And  everyone  had  them. 

Have  you  observed  trends  in  collecting? 
There  is  a  lot  of '30s  and  '40s  furniture  influenced  by  Jean- 
Michel  Frank.  That's  been  very  popular  in  the  last  few  years. 


What  are  the  best  items  to  source from  Parisian  flea  markets? 
In  Paris,  in  the  Puces,  I  would  say  large-case  goods — 
armoires,  secretaries,  dining  tables  are  excellent  because  it's 
very  hard  to  get  nice  dining  tables  in  the  United  States. 
Sets  of  things.  Pairs  of  chests  and  commodes.  And  unique 
items. . .  Do  you  know  what  a  recamier  is?  It's  a  chaise 
that  has  a  swooping  back  because  Madame  Recamier  used 
to  recline  on  one  when  she  would  have  her  salons. 

And  London? 

In  London,  the  two  main  flea  market  areas  are  Camden 
Passage  and  Portobello  Road.  They  have  beautiful 
dining  sets,  buffets,  hutches,  lovely  leather-upholstered 
Chesterfield  sofas.  London  is  a  treasure  trove  of  accessories. 

Any  theories  as  to  why? 

The  Victorians  were  fanatic  about  having  something  for  every 
use,  so  if  you  needed  a  nail  clipper,  there  was  a  nail  clipper 
box.  Gloves  wenr  in  a  box.  There  are  lots  of  little  serving 


Are  there  certain  times  that  are  better  than  others  to  shop? 
Most  people  don't  know  that  on  Friday  morning,  from  abou 
§\6:30  a.m.  until  noon,  most  of  the  vendors  in  the  Puces  are 
^ojpen  for  dealers,  but  anyone  can  go. 

What's  the  best  advice  you  have for  the  novice  hunter? 
Keep  your  measurements  handy.  I  can't  tell  you  how  many 
times  tragedy  happens.  People  come  home  from  Istanbul 
or  Morocco  with  a  rug  and  it  doesn't  fit  into  a  single  room 
of  the  house. 

Do  you  have  culturally  specific  negotiating  tips  for  shopping  in 
Paris  or  London? 

I  think  it's  really  important  to  be  polite.  Buying  is  a  game,  bi 
the  game  only  goes  so  far.  If  you  get  20  percent  off,  you're 
really  lucky.  Just  quit.... You're  not  going  to  get  50  percent  of 

Are  there  any  sources  that  you're  keeping  to  yourself  ? 
Well,  if  I  were,  I  wouldn't  tell  you,  would  I?  • 


144  I  ForbesLife 


Market  volatility,  volume  and  system  availability  may  delay  account  access  and  trade  executions.  Trades  executed  in  multiple  lots  on  the  same  day  are  charged  a  single  commissw 
partially  executed  over  multiple  trading  days  are  subject  to  commission  charges  for  each  trading  day.  TD  AMERITRADE,  Division  of  TD  AMERITRADE.  Inc. ,  member  NASD/SIPC  TD  AMB 
is  a  trademark  jointly  owned  by  TD  AMERITRADE  IP  Company,  Inc.  and  The  Toronto-Dominion  Bank.  ©2006  TD  AMERITRADE  IP  Company,  Inc.  All  rights  reserved.  Used  with  pa 


INDEPENDENCE  IS 
THE  SPIRIT  THAT  DRIVES 
AMERICA'S  MOST 
SUCCESSFUL  INVESTORS. 

The  quest  for  independence  is  what  drives  Americans.  It's  no  different  when  the 
subject  is  money  or  investments.  At  the  new  TD  AMERITRADE,  we're  dedicated  to  helping 
you  pursue  financial  independence  your  way. 

We  bring  TD  Waterhouse's  independent  research  and  broad  range  of  stocks,  bonds 
and  mutual  funds  together  with  Ameritrade's  powerful  trading  platform,  stock  market 
tools,  and  fair  and  straightforward  pricing  to  create  a  company  dedicated  to  the  success 
of  self-directed  investors. 

Our  job,  simply,  is  to  support  you,  however  you  choose  to  invest:  in  person  at  more 
than  100  branch  offices,  online  or  over  the  phone  24/7  (excluding  market  holidays). 
We're  here  to  support  your  own  independent  strategy  and  judgment — to  help  you  validate 
and  organize  your  investment  ideas — and  to  help  you  implement  your  plan  quickly  and 
affordably.  There  are  no  maintenance  fees.  And  every  Internet  equity  trade  has  a  $9.99 
flat-rate  commission. 

The  new  TD  AMERITRADE.  We're  here  to  support  your  pursuit  of  financial  independence. 

TD  AMERITRADE.  The  Independent  Spirit. 


Call,  click  or  stop  by  today. 
1 . 877.TDAMERITRADE 
TDAMERITRADE.COM 


TD 


AMERITRADE 


On  thousands  of  narrow  streets  in  cities  and  villages  all  over  Central 
America,  you'll  find  tiendas  ...  tiny  stores  selling  groceries  and 
essentials.  Food  companies  face  a  unique  challenge  delivering 
refrigerated  foods  to  these  out-of-the-way  places.  So  Cargill's  supply 
chain  specialists  fit  a  solution  to  the  need.  Sales  representatives 
travel  on  maneuverable  motorcycles  equipped  with  iceboxes  and 
handheld  computers...  delivering  the  products  tiendas  need,  when 
they  need  them.  Proving  that  a  delivery  system  doesn't  have  to  be 
big  to  be  efficient.  This  is  how  Cargill  works  with  customers. 
collaborate     >     create     >  succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


Russia,  Iran  and  Qatar  have  58% 
of  the  world's  natural  gas  reserves. 


The  U.S.  has  3%. 


So  what  does  that  mean  for  us? 


«  must  consider  ««'^ause  dear,  W»  *  J£B0„  tM  world  er,er°Y 

other  hand,  must  en         a(JelJuate  suppl         ,ermnals.  ^'^KMr„v 
wW  require  c^f  c°    buHt  tn  the.r  baC^ahose  communis  b '  oPe 

infrastructure    m  usinq  more  n* 

taken  some  of  the5 
the  rest  of  the  «aY. 


'  p'ann;n 
$1Obn?nto  investrn 

'  9r^tedafn 


Ho 


energy. 


With  Sybase9  software,  the  PRC  Ministry  of  Railways  developed  an 
innovative  ticket  sales  and  reservation  system  that: 


Processes  passenger  traffic  of  more  than  one  billion  people  a  year, 

helping  to  reduce  long  lines  and  enhance  customer  satisfaction 

[~j   Handles  up  to  5,000  ticket  requests  simultaneously,  keeping  seat 
utilization  ratios  on  hundreds  of  daily  departures  at  maximum  levels 

EH   Captures  and  analyzes  passenger  data  on  national,  regional  and  local 
levels,  improving  rail  car  efficiency  across  the  72,000-kilometer  network 


Replacing  an  outdated,  paper-based  ticketing  system  that  supports  one  of  the  largest  railway  networks  in  the  world  is  a  monumental  task. 
That's  why,  when  the  People's  Republic  of  China  (PRC)  Ministry  of  Railways  wanted  the  right  technology  partner,  they  chose  Sybase. 


Using  Sybase  Adaptive  Server®  Enterprise,  Sybase®  10,  and  Replication  Server®  software,  the  PRC  created  an  information  edge  that  enables 
passengers  to  purchase  round-trip  or  one-way  tickets  from  24  regional  ticket  centers,  510  booking  systems  and  over  5,000  counter  terminals. 
That  means  customers  are  happier.  Employee  productivity  is  up.  And  trains  are  filled  with  people  ...and  profits,  www.sybase.com/infoedge5 


Copyright  ©2006  Sybase.  Inc  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  Replication  Server  are  trademarks  of  Sybase,  Inc. 
•  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners. 


Sybase 


Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  28S-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 
www.breguet.com 
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CALL  THE  OFFICE. 
TELL  THEM  YOU'RE  RUNNING  EA 


Suddenly,  your  commute  is  shorter.  And  more  invigorating.  As  the  Acura  TL  strikes  a  deft  balance  of  sophisticated  V-6  power 
and  voice-activated  technology.  Your  arrival  will  be  fashionable.  It  just  won't  be  late.  The  TL.  ©ACURA 


Visil  acura  com  or  call  1-S00-To-Acura  for  more  information. 


2005  Acuia  Acura  arid  Tl  are  trademarks  of  Honda  Motor  Co.,  Ltd. 


tometrist  in  Tokyo, 
made  possible  by 


Earn  Flights  Fast 
Over450  Worldwide  Destinations 
Flexible  Reward  Options 
American  Express'  Service 


Get  help  from  the  Global  Assist®  Hotline 
from  American  Express.  That's  just  one 
of  the  rewards  that  comes  with  the 
Gold  Delta  SkyMiles19  Credit  Card  from 
American  Express. 

To  apply  now,  visit  farbeyondmiles.com 
or  call  1-800-SKy-MILES. 

Rewards  that  go  far  beyond  miles™ 
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Forbes.com  Attache:  Your  stocks, 

industry  news,  favorite  FORBES 
writers,  sports,  weather  and  more.  All 
on  your  desktop  all  the  time— for  free. 

News  Alerts:  Sign  up  from  any 
article  on  Forbes.com  to  get 
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multinational  corporation  with  a 
presence  on  several  continents. 


Forbes 


For  links  to  items  mentioned  on  this  page: 
www.forbes.com/extra 

For  complete  contents  of  this  issue: 
www.forbes.com/forbes 

By  mail:  Forbes  magazine 

60  Fifth  Avenue 
New  York,  NY  10011 


14      FORBES      MAY  8,  2006 


GOLF  CLUB  OR 

MAGIC  WAND? 


No  one  knows  how  he  does  it,  but  Phil  Mickelson  has  become  one  of  the 
game's  all-time  greats  by  taking  chances  other  pros  won't.  From  skipping 
a  ball  off  a  lake  on  to  the  green  for  an  eagle,  to  playing  chip  shots  that  fly 
backwards  over  his  head,  Phil's  daring  and  creative  game  is  a  magical 
thing  to  behold 
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WHAT  CAN  BROWN  DO  FOR  YOU? 


Want  faster  ground  delivery?  UPS  has  accelerated  its  network  to  reduce  time-in-transit  by 
one  day  for  many  packages  across  the  U.S.  With  the  same  reliability  you've  come  to  trust. 
To  learn  how  faster  ground  service  can  help  your  business,  visit  ups.com/fast. 
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Perfect  10 

Index  funds  fixed  at  10  basis  poinl 


At  Fidelity,  we  believe  in  adding  value  to  everything  we  do.  So  how  do  we  add  value  to  indexing?  I 
by  offering  these  index  funds  with  incredibly  low  expenses.  10  basis  points.  Every  day.  So  investo) 
these  funds  can  rest  assured  that  the  only  way  their  10-basis-point  expenses  will  increase  is  if  they  vo 
raise  them.  Now  you  can  feel  confident  you're  getting  the  best  value  out  there.  At  Fidelity,  if  someth 

worth  doing,  it's  worth  doing  better. 


O  To  compare  for  yourself,  visit  Fidelity.com/index. 


An  expense  ratio  represents  the  annual  percentage  of  a  fund's  assets  paid  out  in  expenses.  The  comparison  is  based  on  the  following  funds:  Fidelity  Sparta 
Index  Fund  versus  Vanguard  500  Index  Fund  (both  of  which  track  the  S&P  500);  Fidelity  Spartan  Total  Market  Index  Fund  (which  tracks  the  DJ  Wilshire  5000 
versus  Vanguard  Total  Stock  Market  Index  Fund  (which  tracks  the  MSG*  US  Broad  Market  Index);  Fidelity  Spartan  Extended  Market  Index  Fund  (which  tracl 
DJ  Wilshire  4500  Index)  versus  Vanguard  Extended  Market  Index  Fund  (which  tracks  the  S&P  Completion  Index).  The  Fidelity  and  Vanguard  funds  have  substa 
the  same  investment  objectives,  and  their  performance  may  vary.' The  funds  may  have  different  minimum  investments  and  other  fees  and  features  that  you  s 
consider  before  investing.  For  example/the  Fidelity  funds  listed  above  carry  redemption  fees  of  .50%-.75%  for  shares  held  less  than  90  days;  the  Vanguard 
do  not  carry  redemption  fees.  You  can  view  the  prospectuses  for  all  these  funds  on  Fidelity.com.  Vanguard  funds  are  represented  by  their  Investor  Shares, 
Fidelity  considei  more  comparable  to  the  Fidelity  funds  than  Vanguard's  Admiral  Shares. 


FUNDS  THAT  TRACK: 
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FIDELITY 

INVESTOR  CLASS 
Expense  Ratio  in  Basis  Points 
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Extended  Stock  Market  Indexes 
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■■■1 

Also,  we  are  pleased  to  introduce  our  new  line  of  Treasury  Bond  Index  Funds. 
Short,  Intermediate  &  Long-Term  with  share  classes  fixed  at  10  &  20  basis  points.2 


INVESTMENTS 


Smart  move! 


S&P  500®  Index  is  a  registered  service  mark  of  The  McGraw-Hill  Companies,  Inc., 
ates.  It  is  an  unmanaged  index  of  the  common  stock  prices  of  500  widely  held  U.S. 
Fidelity  Advantage  Class  expense  ratio  for  the  Treasury  Bond  Index  Funds  is  fixed 

fore  investing,  consider  the  funds'  investment  objective: 
)rospectus  containing  this  information.  Read  it  carefully. 
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Side  Lines  

May  the  Best  Law  Win 

HOW  UNGRATEFUL  OF  INVESTORS— NO,  HOW  INSOLENT!  — 
to  reject  a  statute  passed  for  their  benefit.  In  a  famous  law 
enacted  in  2002  the  wise  congressmen  Paul  Sarbanes  and 
Michael  Oxley  outlawed  dishonesty.  Alas,  it  turns  out  that  com- 
plying with  Sarbanes-Oxley  can  cost  millions  of  dollars.  And  so, 
as  Erika  Brown  explains  on  page  51,  some  U.S.  companies  have 
opted  out  of  the  law  by  going  public  in  London  rather  than  New 
York.  Investors  have  knowingly  bought  these  Sarbox-free  shares. 

Congress  might  be  tempted  to 
crack  down  on  the 
runaways.  But  it 
would  do  a  great 
service  to  civil  liber- 
ties if  it  went  the  other 
way.  Let's  make  the  law 
optional.  That  is, 
explicitly  allow  U.S.  cor- 
porations to  raise  capital 
under  either  U.S.  or 
British  legal  standards.  Let  Sarbox  fight  it  out  in  the  marketplace 
with  whatever  Parliament  has  to  offer.  If  the  American  law  is,  as 
its  authors  no  doubt  felt  when  they  pushed  it  through,  God's  gift 
to  the  investing  public,  then  it  should  have  no  difficulty  capturing 
a  large  market  share. 

While  they're  at  it,  perhaps  our  elected  representatives  could 
give  consumers  all  sorts  of  choices  about  the  laws  that  protect 
them.  Does  the  Food  &  Drug  Administration  do  more  harm 
than  good  with  its  tough  standards  for  cancer  drugs?  It's  time  for 
politicians  to  stop  debating  this  question  and  for  patients  to 
answer  it.  Allow  people  to  buy  any  prescription  drug  licensed  in 
either  the  U.S.  or  the  U.K. 

Do  you  find  it  helpful  to  have  the  federal  government  dictat- 
ing the  efficiency  level  of  refrigerators  and  air  conditioners?  Such 
mandates  are  for  your  own  benefit,  of  course,  since  you  pay  the 
electric  bill.  But  then,  you  have  to  pay  for  the  extra  copper 
needed  in  an  efficient  appliance.  If  legislators  had  complete  con- 
fidence in  their  handiwork  as  engineers,  they  would  give  people 
a  choice.  Any  appliance  shopper  who  is  over  the  age  of  18  should 
have  the  right  to  opt  out  of  the  federal  standards. 

State  law  books  are  chock-full  of  mandates  on  health  insur- 
ance. Presumably  the  various  statutes  mandating  coverage  of 
chiropractic  (in  46  states,  by  the  count  of  the  Council  for  Afford- 
able Health  Insurance)  and  massage  therapy  (5  states)  are  a 
response  to  patients'  needs  and  not  to  any  pressure  from 
chiropractors  or  masseurs.  Let's  put  them  to  a  market  test. 
Congress  should  enact  a  law  making  health  insurance  that  is  legal 
in  any  state  legal  in  all  states. 

EDITOR 
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AMDH 


You  could've 
hired  250  engineers, 
570  IT  support 
people,  5,235 
interns,  and  one 
new  CIO 

with  the  amount  of  money  wasted  by 
non-AMD  powered  servers. 


You  probably  know  how  much  your  servers  cost  But  do  you  have  any  idea  of  how  much  they're  costing 
you?  Every  second,  every  day,  every  yean  millions  of  dollars  are  being  wasted  running  power  hungry 
servers.That's  your  profit  that's  vanishing.  AMD  Opteron™  processor-based  servers,  on  the  other  hand, 
are  designed  to  run  efficiently,  run  cool,  and  thanks  to  dual-core  technology  deliver  great  performance. 
They  not  only  run  fast,  but  may  help  keep  you  running  in  the  black. To  learn  more  about  the  power  of 
AMD  Opteron™  processors,  and  the  power  of  cool  ^  visit  www.amd.com/lessmoney 


©  2006  Advanced  Micro  Devices,  Inc.  All  rights  reserved.  AMD,  the  AMD  Arrow  logo,  AMD  Opteron,  and  combinations  thereof, 
are  trademarks  of  Advanced  Micro  Devices,  Inc. 
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Readers  Say 

READERS@FORBES.COM 


Air  rage:  Former  user  Frank  A 
Ditting  is  no  fan  of  Advair. 


Breathtaking  Claims 

"Trouble  Breathing"  (Apr.  24,  p.  80)  uncriti- 
cally repeats  a  tale  told  by  a  paid  plaintiff  attor- 
ney's consultant:  that  four  out  of  five  deaths 
from  asthma  are  caused  by  Advair  and 
Serevent.  This  is  a  sensational  claim,  one  that 
would  be  easy  to  perform  a  reality  check  on. 
Serevent  wasn't  introduced  to  the  U.S.  until 
1994.  So  have  asthma  deaths  quintupled  since 
then?  The  answer  is  no.  Asthma  deaths  in  the 
U.S.  have  steadily  decreased  over  the  last 
decade,  even  though  the  vast  majority  of 
asthma  prescriptions  are  now  for  Advair — ver- 
sus zero  before  2000.  How  on  earth  can  Advair 
be  the  cause  of  80%  of  asthma  deaths?  The 
bias  of  the  story  is  evident  from  the  characterization  of  Glaxo  having  "deemed 
statistically  insignificant"  a  difference  in  a  study.  A  statistical  result  either  is  or 
isn't  statistically  significant — subjectivity  plays  no  role  in  making  such  a  judg- 
ment. Yet  your  story  tries  to  improperly  impugn  sinister  motives  to  one  who 
performs  basic  science.  Further,  you  imply  that  a  Glaxo  denial  of  a  problem  is 
evidence  of  wrongdoing.  How,  precisely,  is  an  accused  company  supposed  to 
defend  itself? 

TED  FRANK 
Resident  Fellow 

American  Enterprise  Institute  for  Public  Policy  Research 

Washington,  D.C. 

I  appreciate  your  having  the  courage  to  write  this  story.  This  past 
Thanksgiving  I  lost  my  33-year-old  brother  John  as  a  result  of  his 
being  prescribed  an  asthma  drug.  Two  family  members,  both  doc- 
tors, believe  his  death  was  a  result  of  this  prescription.  John  had 
an  allergy  to  Serevent  and  was  repeatedly  prescribed  Advair.  On 
behalf  of  my  family,  especially  my  brother,  thank  you  for  not  letting 
the  deaths  caused  by  these  kinds  of  medicines  go  unnoticed. 

MELINDA  ISABELLA 
West  Long  Branch,  N.J. 


Shoetopia 


Thank  you  for  perpetuating  the  stereo- 
type of  the  backward,  tree-hugging  pro- 
gressive in  "Self- Loathing  Sneakers" 
(Mar.  27,  p.  58).  Your  description  of 
$95  sneakers  making  perfect  footwear 
for  a  "black-clad,  window-breaking 
anarchist"  was  well  put.  What  would  the 
world  come  to  if  people  wore  shoes 
made  in  fair  union  labor  factories  paying 
a  reasonable  cost  to  produce  them,  with 
soles  coming  from  recycled  car  tires? 


Ridiculous!  Everyone  knows  that  the 
only  way  to  really  make  money  is  to  out- 
source your  labor  to  places  with  lower 
environmental  standards  and  limited 
child  labor  laws,  while  paying  workers 
no  more  than  95  cents  a  week.  Kalle 
Lasn,  chief  executive  of  Blackspot,  must 
be  out  of  his  mind  to  attempt  fighting 
capitalism  with  capitalism.  Who  could 
possibly  think  to  change  the  system 
from  within? 

ARIC  SHAPIRO 
Reno,  Nev. 
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/ITH  A  NETJETS  FRACTIONAL  SHARE, 

DU'RE  ALWAYS  IN  THE  MIDDLE  OF  THE  ACTION. 


As  a  Netjets  fractional  aircraft  Owner,  you'll  have  24-hour 
access  to  the  world's  largest,  most  diverse  fleet  of  private  jets. 
Which  means  you'll  have  a  jet  ready  and  waiting  to  help  you 
fulfill  all  your  obligations  to  everyone  in  your  life.  So  whether 
you're  needed  in  the  boardroom  or  out  in  the  field,  you're  never 
far  from  where  things  are  happening.  To  make  Netjets  part 
of  your  life,  call  1-877-356-0754  or  visit  www.netjets.com. 

NETJETS® 

Make  every  moment  count™ 


©  2006  Netjets  Inc.  |  Netjets  is  a  Berkshire  Hathaway  company. 
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Readers  Say 


Buyout  booster:  Blackstone's  Hamilton  James. 

Slick  Idea 

While  the  amount  of  money  rushing  into 
private  equity  may  be  alarming — which 
you  describe  in  "Private  Inequity"  (Mar.  13, 
p.  88) — to  a  vice  president  of  acquisitions  it 
simply  appears  to  be  a  natural  rejection  of 
the  overregulation  of  public  markets.  While 
during  the  1980s  and  1990s  I  may  have  had 
visions  of  taking  our  company  public,  I  hold 
no  such  desires  now.  Regulations  such  as 
Sarbanes-Oxley,  the  Patriot  Act  and  share- 
holder activism  leave  me  and  my  manage- 
ment team  cold.  Being  public  opens  you  to 
up  to  Monday  morning  quarterbacking;  pri- 
vate equity  provides  us  with  another  avenue 
of  capital  for  growth  other  than  traditional 
financing.  The  only  time  wed  use  the  pub- 
he  equity  markets  now  is  if  we  were  exiting 
the  business. 

DAN  FLECKENSTEIN 
Vice  President,  Acquisitions 
RPF  Oil  Company 
Flint,  Mich. 

Transparent  Argument 

The  cash  reporting  requirement,  which 
Daniel  J.  Mitchell  denigrates  in  "The 
$7  Billion  Laundry  Bill"  (On  My  Mind, 
Apr.  17,  p.  38),  has  become  hugely  valu- 
able to  law  enforcement  in  combating 
illicit  finance.  He  also  misleads  readers 
about  the  role  of  the  Bank  Secrecy  Act 
in  protecting  our  financial  system  and 
collecting  highly  useful  information  to 


fight  money  laundering  and  the  financ- 
ing of  terrorism. 

The  act,  which  is  administered  by  the 
Financial  Crimes  Enforcement  Network, 
is  the  foundation  of  such  efforts.  Unlike 
virtually  any  other  federal  regulatory 
scheme,  it  allows  financial  institutions  to 
tailor  their  compliance  programs  direcdy 
to  the  risks  posed  by  their  operations.  We 
are  devoted  to  striking  the  right  balance 
between  the  burden  and  the  obligations 
placed  on  our  financial  institutions  and 
the  value  of  the  information  collected  for 
law  enforcement.  Mistakes  will  happen. 
But  the  mistakes  cannot  serve  as  the  focal 
point  for  undermining  cash  reporting 
requirements  that  have  proved  to  be 
of  tremendous  value  to  our  financial 
system. 

ROBERT  W.  WERNER 
Director 

Financial  Crimes  Enforcement  Network 
U.S.  Department  of  the  Treasury 
Washington,  D.C. 

End  Dwarf  Tossing 

William  Baldwin  still  doesn't  get  it.  In  his 
most  recent  column,  "Bigness  and  Bad- 
ness" (Side  Lines,  Apr.  17,  p.  16),  he 
presents  a  classic  false  dichotomy— an 
argument  that  would  earn  an  F  in  Logic 
101  at  any  university.  We  need  to  cut 
down  to  size  the  mercantile  class  as  well  as 
the  political  class.  In  America  today  we 
see  debauched  CEOs  tossing  dwarfs  and 
snorting  cocaine  hidden  in  the  ashtrays  of 
their  Lexuses,  while  the  "virtual"  political 
class,  21st-century  carpetbaggers,  sit  on 
their  duffs  doing  nothing. 

GREGG  KANON 
St.  Augustine,  Fla. 


Wild  Punch 


In  "The  King  and  His  Sport,  at  Twilight" 
(Apr.  24,  p.  84)  we  said  Bob  Arum 
promoted  the  2002  Mike  Tyson  versus 
Lennox  Lewis  fight;  in  fact,  the  promot- 
ers were  Main  Events  and  Prize  Fight 
Promotions. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Since  1856,  we  have  focused  on  bringing  new  perspectives  to  our  clients.  It's  a  tradition 
based  on  analyzing  both  your  specific  needs  and  the  international  markets  to  identify 
future  opportunities  for  you.  By  creating  solutions  ideally  suited  to  your  particular  goals, 
we  can  help  you  get  wherever  you  want  to  go. 
www.credit-suisse.com 


Thinking  New  Perspectives. 


Many  people  don't  realize  that 
merely  walking  10,000  steps  a  day 
can  help  them  lose  weight,  lower 
their  cholesterol  and  reduce  the  risk 
of  heart  attack.  Spreading  this 
knowledge  can  not  only  save  lives, 
but  could  also  save  our  healthcare 
system  up  to  $77  billion  a  year. 

That's  why  Blue  Cross  and  Blue 
Shield  Companies  launched 
WalkingWorks3"  -  to  let  people 
know  that  adding  steps  to 
their  daily  routine  is  good  for 
them  and  good  for  all  of  us. 
After  all,  the  more  we 
know,  the  healthier  we 
can  be. 

To  find  out  more  about 
our  WalkingWorks5 
program,  visit  us  at 
walkingworks.com.. 


BlueCross  BlueShie 

Association 

An  Association  or  1  ndependcnl 
lilue  Cross  and  Blue  Shield  Plans  1 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding.' 


What  Next?  Ban  Elections? 


ONE  MORE  EXAMPLE  OF  HOW  CONGRESSIONAL  REPUBLICANS  HAVE 
lost  their  political  moorings — look  at  their  spending  record  and  their 
inability,  so  far,  to  extend  or  make  permanent  the  prosperity-pro- 
ducing tax  cuts  of  2003 — was  the  recent  vote  by  the  House  of  Rep- 
resentatives to  severely  restrict  so-called  527  groups  (so  named  for 
the  section  of  the  tax  code  under  which  they  are  incorporated).  These 
are  issue-advocacy  groups  not  covered  under  the  McCain-Feingold 
bill,  which  restricted  party  fundraising  for  candidates  and  banned 
special  interests,  such  as  the  NRA  or  NOW,  from  mentioning  can- 
didates' names  in  advertisements  for  specific  time  periods  prior  to 
an  election.  Incredibly,  the  Supreme  Court,  in  one  of  its  weirder 
decisions,  let  this  assault  on  free  speech  stand.  It's  no  surprise  that 
money  flowed  to  a  loophole:  527  groups  are  not  bound  by  the 
amount  of  money  they  can  spend  or  receive  from  donors.  As  long 
as  a  527  doesn't  explicitly  endorse  a  particular  candidate,  it  is  kosher. 

A  lot  of  politicos  hate  527s  because  they  can  take  an  issue  and 
use  it  as  a  tool  to  attack  or  praise  a  candidate.  Democrats  have  been 
more  adept  than  Republicans  in  employing  527s.  So  the  GOP's  re- 
sponse is  to  pass  legislation  to  put  them  out  of  business  or  at  least 
severely  impede  them.  The  move  is  like  banning  printing  presses  be- 
cause your  opponents  use  them  to  publish  brochures  criticizing  you. 

Most  Republicans  fiercely  fought  McCain-Feingold  because 
it  limited  free  speech  yet  now  support  what  has  been  dubbed 
McCain-Feingold  on  steroids.  Their  527  stance  is  enough  to  give 
hypocrisy  a  bad  name.  One  would  expect  Democrats  to  go  for  a 
heavy-handed,  regulatory  approach  to  governing  money  in  poli- 
tics. But  for  Republicans  to  outdo  Democrats  demonstrates  how 
out  of  touch  with  its  basic  principles  the  GOP  has  become. 

Ever  since  Watergate,  many  reformers — particularly  Democ- 
rats— have  tried  to  remove  money  from  politics.  But  these 
attempts  have  actually  made  our  political  system  less  transparent 
and  more  corrupt.  First  there  were  severe  limitations  on  how 
much  money  Americans  could  donate  directly  to  candidates 
running  for  Congress  or  for  President.  These  constraints  led  to 
the  rise  of  "soft"  money — people  making  sizable  donations  to 
political  parties.  But  McCain-Feingold  restricted  what  political 
parties  could  do,  which  led  to  the  527  phenomenon.  Make  no 


mistake:  As  long  as  Washington  possesses  so  much  power  over 
our  lives,  people  and  special-interest  and  advocacy  groups  will 
find  ways  to  get  their  points  of  view  across. 

Instead  of  making  our  election  laws  a  close  cousin  to  the  incom- 
prehensible federal  income  tax  code,  we  should  be  moving  in  the 
opposite  direction.  You  should  be  able  to  give  as  much  money  as  you 
want,  anytime  you  want  and  to  any  candidate  or  cause  you  want — as 
long  as  the  information  is  posted  within  a  day  or  two  on  the  Internet. 

Thankfully  on  the  state  level,  vigorous  attacks  are  being  made 
against  McCain-Feingold-like  laws.  The  Institute  for  Justice — a  pub- 
lic-interest law  firm  that  fights  to  protect  free  speech — is  challenging 
laws  in  several  states  that  effectively  inhibit  free  speech  in  this  way. 

In  Washington  State,  for  example,  a  county  and  several  cities 
sued  a  group  pushing  for  repeal  of  a  2005  increase  in  the  state 
gasoline  tax.  The  group's  alleged  sin:  failing  to  report  "in-kind 
contributions"  it  supposedly  received  in  the  form  of  support  from 
two  talk-radio  hosts  who  repeatedly  made  it  clear  they  were  in 
favor  of  the  repeal.  The  Institute  has  filed  suit  to  overturn  this 
blatant  attempt  to  intimidate  advocacy  and  debate. 

It's  doing  the  same  in  Colorado,  where  a  law's  vague  language 
enabled  a  harassing  complaint  to  be  filed  with  the  secretary  of 
state  against  a  group  opposing  two  referendums  that  would  raise 
taxes  and  increase  government  spending. 

The  Supreme  Court  recently  heard  arguments  challenging 
Vermont's  aggressive  law,  which  strives  to  drive  most  private 
money  out  of  politics.  In  1997  the  Green  Mountain  State  enacted 
extremely  tight  limits  on  both  contributions  and  expenditures.  The 
states  attorney  general  underwent  a  withering  examination  from 
several  of  the  Justices.  Chief  Justice  John  Roberts,  for  instance, 
asked  the  states  AG  if  he  could  provide  one  specific  example  in 
which  a  donation  actually  determined  the  position  a  candidate  or 
official  took  on  an  issue.  The  attorney  was  left  speechless.  Justice 
Stephen  Breyer  also  pointedly  asked  whether  the  tight  limits  "give 
incumbents  a  tremendous  advantage."  Maybe  the  Supremes  will 
rediscover  the  First  Amendment  as  it  applies  to  political  speech. 

Free  speech  is  the  essence  of  a  vigorous  democracy,  and  it's 
high  time  our  courts  ruled  in  its  favor. 


Oiling  the  Way  to  Stability 


WHEN  IRAQ  GETS  A  NEW  GOVERNMENT,  ONE  OF  ITS  FIRST  TASKS 
should  be  turning  over  the  country's  oil  assets— only  Saudi  Ara- 
bia and  Iran  have  oil  reserves  greater  than  Iraq's— to  its  citizens. 
The  Sunni  areas  of  Iraq  have  few  oil  reserves,  which  is  exacerbat- 
ing already  tense  ethnic  rivalries. 

Imagine  what  a  calming  balm  to  the  country's  violent  politics  it 
would  be  if  each  Iraqi  citizen  directly  owned  shares  in  various  Iraqi 


oil  companies.  Economist  Charles  Wolf  Jr.  of  the  Hoover  Institution 
has  proposed  that  the  Iraqi  government  privatize  its  oil  assets  by 
turning  them  over  to  private  companies  and  give  equal  shares  in 
each  to  every  Iraqi  citizen.  Instantly  people  would  own  shares  worth 
thousands  of  dollars,  this  in  a  country  in  which  per  capita  income  is 
currently  around  $1,000  a  year.  The  government  would  receive 
money  from  taxing  corporate  profits  and  dividends.  But  the  fact 
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that  people  had  a  direct  stake  in  these  companies  would  prevent 
the  governments  going  overboard  in  laying  levies  on  these  entities. 

The  Sunnis  would  no  longer  feel  a  grievance  because  the 
country's  oil  is  concentrated  among  the  Kurds  and  Shiites.  Their 
individual  cuts  of  this  manifold  pie  would  be  equal  to  those  of 
their  neighbors. 

Another  idea  would  be  to  emulate  the  Alaska  model.  Alaska 
gets  billions  of  dollars  each  year  in  royalties  from  oil  companies. 
About  one-fourth  of  these  proceeds  go  into  an  entity  called  the  Per- 
manent Fund.  The  assets  are  managed  professionally,  being  invested 
in  stocks,  bonds,  hedge  funds  and  the  like.  About  half  of  the  rev- 
enue stream  is  distributed  to  the  states  citizens  each  year;  the  other 
half  is  reinvested.  Last  year  every  man,  woman  and  child  resident  of 
Alaska  received  $845  from  the  Permanent  Fund. 


Either  approach  for  Iraq  would  be  enormously  beneficial, 
politically  and  economically.  It  would  also  reduce,  if  not  elimi- 
nate, the  possibility  of  the  kind  of  government  corruption  that  is 
convulsing  Nigeria. 

*  *  * 

We  should  also  urge  the  Iraqi  government  to  enact  Western-style 
mineral  property  rights.  In  other  words,  individual  Iraqis  should  be 
allowed  to  own  not  only  land  but  also  the  minerals  beneath  that  land. 
In  the  U.S.,  if  oil  is  discovered  in  your  backyard,  you'll  get  a  very  nice 
royalty.  In  Mexico,  however,  if  oil  is  discovered  by  an  individual  it  is 
quickly  seized  by  Pemex,  the  national  oil  company.  It's  no  wonder 
that  there's  little  of  the  wildcatting  or  extensive  oil  exploration  in  Mex- 
ico that  we  see  in  the  U.S.  Instituting  individual  mineral  rights  would 
help  foster  a  positive  entrepreneurial  spirit  among  the  Iraqi  people. 


Righting  a  Wright 


THE  AMERICAN  AIRLINE  INDUSTRY  WAS  DEREGULATED  MORE 
than  25  years  ago.  But  one  still-around  relic  of  that  regulated  era 
should  be  repealed:  the  Wright  Amendment,  a  pernicious  meas- 
ure enacted  to  hobble  a  then  new  airline,  Southwest.  At  the  time, 
the  new  Dallas/Fort  Worth  International  Airport  wanted  to 
restrict  airlines  from  using  Love  Field, 
the  old  airport  in  Dallas  that  DFW  was 
meant  to  replace.  The  problem  is  that 
with  traffic  DFW  is  a  long  drive — 
upward  of  an  hour  or  more — from 
Dallas.  If  Southwest  had  had  to  operate 
out  of  DFW,  its  short-hop  business 
would  never  have  gotten  off  the 
ground.  For  convenience,  it  wanted  to 
operate  out  of  Love  Field.  So  Congress- 
man James  Wright,  then  the  number 
two  Democrat  in  the  House  of  Repre- 
sentatives, forced  through  an  amendment  that  limited  interstate 
air  service  from  Love  Field  to  just  four  neighboring  states.  Within 
the  last  decade  four  more  states  have  been  added. 

Despite  these  constraints,  Southwest  has  been,  by  airline 
standards,  a  soaring  success.  But  it  could  do  much,  much  more  if 


Congress  unsuccessfully  tried  to  quash  upstart 
Southwest  Airline's  crush  on  Love  Field. 


it  could  make  direct  flights  from  Love  Field  to  Chicago  and  New 
York  instead  of  having  to  stop  in  one  of  the  eight  states  it  is  per- 
mitted to  fly  directly  to  from  Love  Field. 

The  real  cost  of  airline  travel  has  plummeted  since  deregula- 
tion. Traffic  has  thus  mushroomed.  But  traditional  air  carriers 
have  been  hurt  by  the  same  things  that 
have  damaged  legacy  auto  companies. 
Those  costs,  though,  are  no  reason  to 
artificially  hobble  a  carrier  that  knows 
how  to  control  costs  and  make  money. 

By  the  way,  what  the  great  economist 
Joseph  Schumpeter  called  "creative  de- 
struction" is  about  to  hit  this  industry 
again.  As  our  colleague  Rich  Karlgaard  has 
written,  a  new  kind  of  aircraft  is  coming — 
very  light  jets.  These  have  the  potential 
to  become  the  equivalent  of  taxis  and  will 
be  able  to  land  at  thousands  of  minor  and  secondary  airports  around 
the  country,  not  just  at  the  big,  traditional  ones.  The  ugly  and  rather 
futile  history  of  the  Wright  Amendment  should  be  a  powerful  per- 
suader for  Washington  to  resist  the  temptation  to  try  to  restrict  this 
breakthrough  in  the  name  of  protecting  existing  carriers. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Kellari  Taverna— 19  West  44th  St.  (Tel.:  212-221-0144).  This 
new  and  beautiful  spot  offers  Greek  fare  at  its  best.  Especially  de- 
licious among  the  appetizers:  skordalia  (almond-garlic  spread); 
eggplant  and  zucchini  chips  served  with  kasseri  cheese;  and  baked 
vlahotyri  cheese  with  crusted  walnuts  sauteed  with  sage  and  ap- 
ples and  flamed  with  ouzo.  For  main  courses  try  the  grilled  lamb 
tenderloin  with  okra,  eggplant  and  goat  butter  risotto  or  the  lavraki 
(grilled  Mediterranean  sea  bass  with  wild  greens). 

•  Ebisu— 414  East  9th  St.  (Tel.:  212-979-9899).  One  of  the  best 
and  most  reasonably  priced  Japanese  restaurants  in  the  city.  Sit- 
uated in  the  downstairs  of  a  town  house,  this  gem  has  a  small 


sushi  bar,  well-placed  tables  and  gentle  lighting — a  restful  Zen 
setting.  From  the  exquisite  seaweed  salad,  the  simple  raw  veg- 
etables accompanied  by  a  pair  of  dipping  sauces  (miso  plum, 
sesame  Parmesan),  the  shrimp  shumai  and  the  udon  noodles 
through  the  perfect  tempura.s  and  stewed  Berkshire  pork  belly, 
everything  is  delectable.  Desserts  are  fabulous. 
•  Telepan— 72  West  69th  St.  (Tel.:  212-580-4300).  Cozy,  new 
eatery  serving  some  of  the  most  sophisticated  and  stylishly  pre- 
sented food  in  town.  Favorites:  smoked  trout,  vegetable  bread 
soup,  roasted  chicken  and  an  assortment  of  gorgeous  desserts. 
All  sublime.  F 
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Education ...  has  produced  a  vast  population  able  to  read  but  unable  to  distinguish  what  is  worth  reading. 

— G.M.  TREVELYAN 


Speak  for  Yourself  Earlier  this  year  there  was  a  town 

hall  meeting  on  the  Iraq  war,  sponsored  by  Representative  Jim 
Moran  (D-Va.),  with  the  participation  of  such  antiwar  organiza- 
tions as  CodePink  and  MoveOn.org.  To  this  Iraq  war  veteran,  it 
was  a  good  example  of  something  that's  become  all  too  common: 
People  from  politics,  the  media  and  elsewhere  purporting  to 
represent  "our"  views.  With  all  due  respect,  most  often  they  don't. 

During  the  question-and-answer  period,  a  veteran  injured  in 
Afghanistan  stood  up  to  offer  his  view.  "If  I  didn't  have  a  herni- 
ated disc,  I  would  volunteer  to  go  to  Iraq  in  a  second  with  my 
troops,"  said  Mark  Seavey,  a  former  Army  sergeant  who  had 
recently  returned  from  Afghanistan.  "I  know  you  keep  saying 
how  you  have  talked  to  the  troops  and  the  troops  are  demoral- 
ized, and  I  really  resent  that  characterization.  The  morale  of  the 
troops  I  talk  to  is  phenomenal,  which  is  why  my  troops  are  vol- 
unteering to  go  back  despite  the  hardships..."  What  was  the 
response?  Moran  attempted  to  move  on,  no  pun  intended,  stat- 
ing: "That  wasn't  in  the  form  of  a  question,  it  was  a  statement." 

—WADE  ZIRKLE,  a  former  Marine  lieutenant, 
executive  director,  Vets  for  Freedom,  Washington  Post 

Bit  in  the  Butt  Believe  it  or  not,  the  only  folks  behaving 
well  on  [the]  subject  [of  campaign  finance  reform]  lately  have  been 
the  bureaucrats  at  the  Federal  Election  Commission.  Two  years  ago 
the  FEC  provided  a  blanket  exemption  from  McCain-Feingold  to 
all  Internet  activity,  only  to  be  challenged  in  court  by  the  law's 
creators.  A  federal  judge  then  ordered  the  FEC  to  write  campaign- 
finance  rules  for  the  Internet.  The  ensuing  outrage  was  instructive, 
as  many  of  the  same  bloggers  whod  praised  McCain-Feingold  real- 
ized that  the  primary  effect  of  such  regulations  could  be  to  limit  the 
ability  of  pajama-clad  activists  like  themselves  to  influence  elections. 


"I  can't  play  cards  after  all  tonight,  Fred— my 
wife  overturned  my  decision." 


The  FECs  response  was  to  take  the  narrowest  course,  ruling 
unanimously  that  only  paid  political  advertisements  placed  on  Web 
sites  would  be  covered  by  the  2002  law.  The  decision  is  especially 
notable  because  it  means  the  Commission  has  in  effect  decreed  that 
every  blogger  in  the  nation  is  a  journalist  and  thereby  eligible  for 
the  press  exemptions  in  McCain-Feingold.  Congress'  attempt  to  fur- 
ther restrict  donations  that  finance  TV  and  newspaper  ads  at  the 
same  time  that  Internet  mobilizing  proliferates  only  underscores 
how  futile  and  misguided  McCain-Feingold  and  its  progeny  are. 

— Wall  Street  Journal 

Badge  of  Honor?  IRS.gov  (www.irs.gov)  was  visited 
over  137  million  times  during  last  year's  filing  season,  making  it 
one  of  the  most  used  Web  sites  in  America. 

—MARK  W.  EVERSON,  Commissioner  of  Internal  Revenue, 
IRS  instruction  booklet  for  Form  1040 

Focus  on  Freedom  The  U.S.  [economy]  is  growing 
two  or  three  times  faster  than  Germany  or  France,  a  record  num- 
ber of  people  are  employed  in  the  U.S.,  average  hourly  earnings 
have  expanded  at  a  4.8%  annual  rate  in  the  past  three  months, 
and  household  wealth  has  hit  an  all-time  high.  Moreover,  in  Feb- 
ruary, the  Federal  Reserves  manufacturing  output  index  rose  to  a 
record  high — the  U.S.  manufacturing  sector  has  never  produced 
more  "stuff?'  China  is  not  stealing  all  our  manufacturing.  The 
"old"  ways  of  doing  things  are  giving  way  to  "new"  ways. 

For  many,  these  changes  cause  consternation  and  fear.  This 
is  unfortunate.  The  U.S.  has  been  the  world's  most  successful 
economy  for  nearly  two  centuries.  The  reason  for  this  has  been 
a  focus  on  freedom.  Immigration,  free  trade,  low  taxes  and  lim- 
ited government  interference  are  the  signposts  of  this  freedom. 
Any  deviation  from  that  path  threatens  that  success. 

—BRIAN  S.  WESBURY,  chief  economist,  and 
BILL  MULVIHILL,  senior  economist,  First  Trust  Advisors 

Time  to  Cash  Out  The  Bush  Administration  has  de- 
cided not  to  run  for  a  seat  on  the  new  UN  Human  Rights  Council. 
The  election  is  shaping  up  to  be  a  nightmare  for  the  UN,  so  there 
was  good  reason  not  to  lend  it  credibility  But  the  real  question  is 
not  whether  the  council  will  be  inept,  or  whether  it  will  use  UN  cover 
to  demonize  the  U.S.  and  Israel  while  ignoring  the  human  rights 
violations  of  the  likes  of  China,  Saudi  Arabia  and  Zimbabwe.  The 
core  issue  is  what  the  consequences  of  this  fiasco  should  be  for  the 
American  financial  and  political  commitment  to  an  unreformed  UN. 

—ANNE  BAYEFSKY,  Hudson  Institute,  Weekly  Standard 

Balance  of  Power  Always  be  smarter  than  the  people 
who  hire  you. 

—LENA  HORNE  F 
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@  ZURICH 

Classic 


NEW  ORLEANS 


We  help  you  plan  for  the  unexpected. 

At  Zurich,  we  realize  the  world  holds  endless  surprises. 
That's  why  we  help  you  think  through  a  broad  range  of 
possibilities,  so  you  can  select  the  right  kind  and  level  of 
insurance.  Because  our  customers  are  well  informed,  they 
can  feel  more  confident  they  are  making  good  decisions. 

www.zurichna.com/corporatebusiness 


Because  change  happenz 


ZURICH 


rages  underwritten  by  member  companies  of  Zurich  in  North  America,  including  Zurich  American  Insurance  Company  Certain  coverages  not  available  in  all  states.  Some  coverages  may  be  written  on  a  nonadmitted  basis  through  nJifHtis  lines  brokers 


Which  CFO  has  an  accountable  health  benefits  company? 


Optimizing  your  company's  financial  results  in  the  face  of  spiraling  health  care  costs  is  a 
challenge.  Minimize  the  stress  by  choosing  a  health  care  company  that's  affordable  and 
accountable.  ■  We're  UnitedHealthcare,  a  national  health  care  company  dedicated  to  tailoring 
high  quality,  affordable  health  benefit  solutions  that  work  for  your  company.  Here's  how: 

Simply  Accountable*""  -  provides  up  to  30%  guaranteed  health  care  cost  savings  for 

new  self-funded  customers 
^  Definite  HSAs  and  HRAs  -  give  your  employees  control  over  their  health  and  health 

care  spending  with  our  industry-leading,  cost-effective  consumer-driven  plans 
^)  Packaged  SavingsSM  -  save  on  combined  dental,  vision,  life  or  disability  plans  -  and 

simplify  your  administrative  workload 

^  Total  Affordability  ManagementSM  -  take  advantage  of  our  unique  approach  to  working 
with  physicians,  hospitals  and  consumers  to  optimize  health  care  quality  and  affordability 

We're  UnitedHealthcare,  and  we're  a  health  care  company  you  can  hold  accountable. 

To  learn  more  about  our  innovative  products  and  programs,  contact  your  broker  or 
consultant  or  visit  www.uhc-accountable.com/forbes 
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Administrative  services  to  self-funded  plans  provided  by  United  HealthCare  Insurance  Company  or  United  HealthCare  Service  LLC  Insurance  coverage  provided  by  or  through:  United  HealthCare  Insurance  Company,  United  HealthCare  Insurance  C 
of  New  York,  or  their  affiliates.  Packaged  Savings  program  may  not  be  available  in  all  states  UnitedHealthcare's  Definity  Health  Savings  Account  high  deductible  medical  plan  (Definity  HSAI  complies  with  IRS  requirements  and  allows  eligible  e 
to  open  a  Health  Savings  Account  with  a  bank  o*  their  choice.  "Definity  HSA"  refers  generally  to  the  product  that  includes  a  HDHR  although  in  some  cases  "Definity  HSA"  may  refer  only  to  the  Health  Savings  Account.  UnitedHealthcare's  Definit 

Reimbursement  Account.  (Definity  HRA).  combines  a  medical  benefit  plan  with  an  employer-funded  account  ©  2006  United  HealthCare  Services,  Inc. 


Current  Events 


By  Paul  Johnson 


Was  Washington  Right  About  Parties? 


DO  WE  NEED  POLITICAL  PARTIES?  THIS  QUESTION  IS  RARELY  IF 
ever  asked,  but  it's  worth  discussion.  Perhaps  we  should  rephrase 
it:  How  badly  do  we  need  political  parties?  Because  certainly  the 
moral  cost  of  having  them  is  high— and  rising. 

Running  and  promoting  political  parties  in  the  21st  century 
is  very  expensive.  Raising  sufficient  funds  by  appealing  to  the 
idealism  of  the  party  faithful  is  no  longer  possible,  if  it  ever  was. 
Baser  motives  have  to  be  tapped,  which  means  corruption  in  one 
form  or  another.  And  the  evidence  seems  to  suggest  that  in 
nearly  all  the  Western  democracies  party  fundraising  is  now  the 
biggest  single  area  of  corruption. 

In  Britain  the  sale  of  peerages  in  return  for  large  donations  to 
party  treasuries  has  long  been  a  scandal.  This  is  not  merely  the  sale 
of  a  so-called  "honor"  that  allows  the  recipient — having  paid,  say, 
£1  million  in  cash— to  call  himself  (and  be  called)  a  Lord.  Its  also 
the  sale  of  a  seat  in  Parliament,  for  holders  of  life  peerages  are  enti- 
ded  to  take  their  seats  in  the  House  of  Lords,  the  British  counterpart 
to  the  U.S.  Senate.  This  gives  them  membership  in  what  has  been 
called  "the  best  club  on  earth,"  which  pays  them  a  stipend,  plus 
expenses.  It  also — and  this  is  the  crucial  point — allows  them  to 
debate,  amend  and  vote  on  legislation  passing  through  Parliament. 

True,  the  House  of  Lords'  powers  are  less  than  those  of  the 
House  of  Commons.  It  cannot  reject  bills  outright,  but  it  can  delay 
and  alter  them.  Nobody  knows  exactly  how  many  people  have 
bought  their  seats  in  the  House  of  Lords.  It  could  be  more  than 
100  (out  of  725),  and  the  number  may  grow.  Until  recendy  peer- 
ages were  handed  out  only  to  those  who  paid  cash  down.  Now  it's 
been  discovered  that  rich  people  have  been  given  or  promised 
peerages  in  return  for  granting  loans  with  favorable  terms. 

The  source  of  this  new  form  of  corruption  is  the  new  Labour 
Party,  which  has  been  seeking  a  replacement  for  the  trade  unions 
as  its  chief  source  of  funds.  The  Conservatives  and  Liberal  Democ- 
rats, however,  have  also  been  trying  to  raise  money  by  promising 
favors.  Once  a  party  is  big  enough,  it  can  elbow  its  way  into  the  racket 

Selling  peerages  is  a  device  peculiar  to  the  British.  However,  the 
pattern  of  corruption  has  been  repeated  all  over  Europe,  especially 
in  Germany,  Italy,  France  and  Spain.  Virtually  all  the  major  finan- 
cial scandals  involving  politicians  in  these  four  countries  over  the 
past  20  years  have  their  origins  in  party  fundraising.  Some  of  the 
highest- placed  political  figures  have  been  accused  of  fundraising 
abuses,  including  President  Jacques  Chirac,  when  he  was  mayor 
of  Paris,  and  Helmut  Kohl,  when  he  was  chancellor  of  Germany. 
The  defense  is  usually  the  same:  "But  I  only  did  it  for  the  party." 
Regardless,  it  is  still  corruption.  And  taking  money  for  the  party  has 


a  way  of  developing  into  a  habit  of  taking  money  for  individuals. 

In  Britain  the  latest  honors  scandal  has  left  hard-boiled  politicians 
unrepentant  "Cash  has  to  be  raised  somehowf  they  say.  "If  you  won't 
allow  us  to  sell  honors,  then  the  parties  will  have  to  be  funded  by  the 
taxpayers."  Am  I  alone  in  finding  this  suggestion  outrageous?  It  would 
mean,  in  effect,  that  the  public  would  be  obliged  to  subsidize  a  po- 
litical monopoly  exercised  in  perpetuity  by  professional  politicians. 

To  what  extent  raising  campaign  funds— both  party  and  per- 
sonal—leads to  corruption  in  the  U.S.  is  a  matter  of  opinion.  Cer- 
tainly jobs  do  get  handed  out  to  important  contributors,  including 
key  ambassadorships.  I've  often  thought  this  a  serious  weakness  in 
the  U.S.  diplomatic  effort  to  promulgate  its  policies  to  the  world- 
something  that,  now  more  than  ever,  is  of  vital  importance. 

Words  of  Wisdom 

George  Washington  addressed  the  problem  of  political  parties 
200  years  ago  in  his  Farewell  Address.  He  conceded,  grudgingly, 
that  it  is  "probably  true"  that,  "within  certain  limits"  political 
"parties  in  free  countries  are  useful  checks  upon  the  administra- 
tion of  the  government  and  serve  to  keep  alive  the  spirit  of  lib- 
erty' But  he  added  that  party  spirit  was  "not  to  be  encouraged." 
He  thought  "there  will  always  be  enough  of  [it]  for  every  salutary 
purpose."  As  there  was  "constant  danger  of  excess,  the  effort 
ought  to  be  by  force  of  public  opinion  to  mitigate  and  assuage  it." 

He  compared  the  competition  of  parties  to  inflammation:  "A  fire 
not  to  be  quenched,  it  demands  a  uniform  vigilance  to  prevent  its 
bursting  into  a  flame,  lest,  instead  of  warming,  it  should  consume." 

What  we  in  the  West  should  be  considering  is  to  what  extent 
we  can  get  along  without  highly  organized  and  all-powerful  polit- 
ical parties  or,  at  the  least,  how  we  can  reduce  their  influence.  Why 
shouldn't  we  encourage  more  independent  individuals  to  run  for 
election?  What  role  do  independents  have  to  play  in  parliaments 
and  congresses  in  the  21st  century?  For  the  last  two  centuries  polit- 
ical parties  have  increasingly  dominated  our  legislatures,  formed 
our  governments  and  shaped  our  societies.  But  if  they  are  such  suc- 
cessful and  indispensable  institutions,  why  are  they  so  corrupt?  Is  it 
wise  to  seek  to  export  this  party  tradition  to  the  fledgling  democ- 
racies we're  trying  to  set  up  in  Iraq,  Afghanistan  and  elsewhere? 
After  all,  in  Israel — which  is  a  genuine  democracy — the  overfrag- 
mented  party  system  is  an  obstacle  to  good  and  stable  government. 

These  and  related  questions  ought  to  be  taken  up  and 
debated  in  the  media,  think  tanks  and  university  political  science 
departments.  We  should  not  take  the  defeatist  line  that  we're 
stuck  with  the  old  party  system  for  all  eternity.  F 


Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Your  people  are  your  company's  most  important  asset. 

They  come  to  work  each  day  full  of  ambition,  ideas,  plans, 
and  goals.  How  do  you  harness  all  this  energy?  How  do  you 
make  it  work  for  you?  Invest  in  software  that  turns  insight 
into  action.  Software  that  connects  and  inspires.  Then  step 
aside  and  watch  your  people — and  your  business — realize 
success.  Microsoft.  Software  for  the  people-ready  business. 
microsoft.com/peopleready 


©  2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  "You,  potential.  Our  passion  "  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  country 


Digital  Rules 

By  Rich  Karlgaard,  publisher 


The  Problem  With  Problem  Solvers 


WHAT  MYSTERIOUS  MAGNETIC  FORCE  BINDS  TOM  TANCREDO, 
the  border-enforcing  Colorado  congressman,  to  Al  Gore,  the 
Earth  saver?  What  suddenly  glues  Charles  Schumer,  with  his 
100%  rating  from  Americans  for  Democratic  Action,  to  Lindsey 
Graham,  who  scores  only  20%  from  the  liberal  group?  What  odd 
knot  ties  Rod  Dreher,  the  writer  and  granola  conservative,  to  Pat 
Buchanan,  the  brawling  America  Firster? 

The  answer:  an  obsession  with  present-day  problems. 

Problem  solvers  are  the  loudest  voices  in  American  politics 
today  They  are  creating  a  new  political  fault  line  that  is  ripping 
through  both  political  parties  with  the  force  of  the  1906  San 
Francisco  earthquake.  On  one  side  are  voters  whose  natural  opti- 
mism leads  them  to  seek  opportunity  in  their  lives.  Because 
change  is  what  produces  opportunity,  the  faster  the  future 
arrives — with  all  its  weird  new  technology,  disruptive  economic 
models  and  shifting  alliances — the  more  opportunity  there  will  be. 

The  other  voter  bloc  is  feeling  motion  sickness  and  wants  to 
slow  things  down.  The  most  effective  way  to  delay  the  future  is  to 
drop  everything  and  go  about  the  business  of  solving  todays 
problems,  real  or  imagined. 

This  new  divide  was  predicted  in  1998  in  a  book  that 
deserves  to  be  a  bestseller  today.  Called  The  Future  and  Its  Ene- 
mies, it  was  written  by  Virginia  Postrel,  who  was  then  the  editor 
at  the  libertarian  magazine  Reason. 

Postrel  wrote:  "How  we  feel  about  the  evolving  future  tells  us 
who  we  are  as  individuals  and  as  a  civilization:  Do  we  search  for 
stasis — a  regulated,  engineered  world?  Or  do  we  embrace  dyna- 
mism— a  world  of  constant  creation,  discovery,  and  competition? 
Do  we  value  stability  and  control,  or  evolution  and  learning?  Do 
we  think  that  progress  requires  a  central  blueprint,  or  do  we  see  it 
as  a  decentralized,  evolutionary  process?  Do  we  consider  mistakes 
permanent  disasters,  or  the  correctable  by-products  of  experimenta- 
tion? Do  we  crave  predictability,  or  relish  surprise?  These  two  poles, 
stasis  and  dynamism,  increasingly  define  our  political,  intellectual, 
and  cultural  landscape.  The  central  question  of  our  time  is  what 
to  do  about  the  future.  And  that  question  creates  a  deep  divide." 

Don't  Fix  Typewriters — Invent  Word  Processors 

Postrels  dynamists,  or,  as  I  call  them,  "opportunity  seekers,"  love 
charging  into  the  unknown  future.  They  trust  that  things  will 
work  out  if  people  are  free  to  work  and  create,  using  capital  that  is 
free  to  seek  a  return.  Opportunity  seekers,  in  fact,  are  bored  by 
static  problem  solving.  This  does  not  mean  they  are  shirkers.  Its 
just  that  they'd  rather  invent  word  processors  than  fix  typewriters. 

Problem  solvers,  on  the  other  hand,  see  failure  everywhere. 
They  will  grind  away  at  a  problem,  even  subsidizing  past  efforts  that 
have  never  worked  well  and  probably  never  will.  Problem  solvers 


tend  to  resist  forward  motion  until  all  present-day  problems  are 
gone.  Problem  solvers  get  irritated— a  stern  bunch  they  are— when 
they  see  others  frivolously  seeking  opportunity.  Ronald  Reagan 
and  Bill  Clinton  were  opportunity  seekers  by  nature.  Al  Gore  and 
Hillary  Clinton  are  problem  solvers.  George  W.  Bush  is  an  oppor- 
tunity seeker  who  has  surrounded  himself  with  problem  solvers. 

Starting  with  Ronald  Reagan's  election  in  1980,  Republicans  have 
presented  themselves  as  opportunity  seekers.  Theirs  has  been  the  party 
that  favors  lower  taxes  and  less  regulation,  school  choice  and  business 
without  speed  bumps.  Even  in  the  social  arena,  a  sphere  in  which 
Democrats  are  supposed  to  be  the  innovators  and  Republicans  the 
blockers,  a  more  careful  look  shows  the  opposite  to  be  true.  Repub- 
lican-tinged evangelical  churches  saw  the  opportunity  to  save  souls. 
As  a  by-product  of  soul-saving,  they  have  fed  and  clothed  more  of 
the  worlds  poor  than  have  most  government-backed  aid  agencies. 

Americans  Want  Optimism 

Republicans  will  continue  to  win  elections  if  they  appeal  to  oppor- 
tunity seekers.  They'll  get  trounced  if  they  overreact  to  today's  polls 
and  decide  they  must  trade  their  opportunity-seeking  philosophy 
for  problem  solving.  America  wants  its  political  leaders  to  be  opti- 
mistic about  the  future.  We  want  to  be  shown  the  possibilities  and 
opportunities — bold  races  to  the  moon,  shining  cities  on  a  hill  and 
bridges  to  the  future.  Politicians  lose  when  they  focus  on  problems. 

Tom  Tancredo  wants  to  do  what  it  takes  to  solve  the  problem 
of  illegal  immigration.  Do  what  it  takes?  A  big  fence  and  then 
what,  Congressman?  Pat  Buchanan  wants  a  20%  tariff  on  all  for- 
eign goods.  Does  Mr.  Buchanan  even  stop  to  think  about  what 
the  enforcement  costs  of  that  would  be,  not  to  mention  the 
opportunities  thereby  lost? 

My  Dell  desktop  computer  is  illustrative.  Conceived  in  Texas,  it 
consists  of  a  frame  built  in  China,  a  screen  made  in  Taiwan,  a  micro- 
processor designed  in  Oregon,  memory  chips  produced  in  China  and 
assembly  work  done  in  Malaysia,  with  the  software  sent  over  from  a 
Seattle  suburb.  The  whole  kit  and  kaboodle  was  shipped  back  to  the 
U.S.  on  a  jumbo  jet  built  in  Washington  State  and  operated  by  an 
outfit  from  Tennessee.  Each  day  Dell  creates  opportunity  for  millions 
of  people — employees,  customers  and  suppliers — around  the  world 

But  that  "around  the  world"  bit  annoys  people  like  Pat 
Buchanan  and  reborn  protectionist  Lou  Dobbs.  They  see  global 
trade  as  a  problem  to  be  solved. 

Countries  that  abandon  the  spirit  of  opportunity  to  focus  on 
problems  are  countries  that  have  seen  their  best  days.  May  that 
not  happen  to  us.  F 
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Momentum  Stocks:  OK 

A  new  study  in  the  Financial  Analysts  Journal  suggests 
that  a  positive  earnings  surprise — beating  estimates  of 
analysts,  that  is — can  signal  longer-term  price  gains  when 
accompanied  by  an  upward  revenue  surprise.  Narasimhan 
Jegadeesh,  a  finance  professor  at  Emory,  and  Joshua 
Livnat,  an  accounting  professor  at  NYU,  theorize  that 
such  parallel  surprises  indicate  a  persistent  trend.  The 
phenomenon  can  work  in  reverse,  too:  Dud  earnings 
accompanied  by  weak  revenues  can  indicate  you  should 
get  out.  —  W.P.B. 
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High  on  the  Hog 

The  Internal  Revenue  Service  says  that  Wendell  H.  Murphy— bil- 
lionaire cover  boy  of  the  1997  Forbes  400  issue  (left,  with  friend) 
as  the  nations  biggest  pig  producer— used  a  sham  tax  shelter  with 

his  family  to  shield  $97  mil- 
lion in  gains  from  2000. 
That's  when  the  North  Car- 
olina clan,  beset  by  falling 
pork  prices,  sold  Murphy 
Family  Farms  to  Smithfield 
Foods  for  $456  million  in 
stock  and  assumed  debt. 
After  an  IRS  demand  for 
back  taxes,  interest  and 
penalties,  the  Murphys 
coughed  up  $26  million 
and  just  started  three 
refund-seeking  Court  of  Federal  Claims  lawsuits.  Filings  say  the 
family  employed  a  "Cobra"  shelter  from  Ernst  &  Young  and 
Deutsche  Bank,  using  offsetting  foreign  currency  options  to  cre- 
ate huge  losses  the  IRS  disallowed.  Murphy,  68,  asserts  the  strat- 
egy was  legit  and  he  acted  upon  "advice,  guidance  and  counsel  of 
qualified  tax  professionals."  Murphy  still  owns  4%  of  Smithfield, 
worth  $130  million.  — Janet  Novack  and  William  P.  Barrett 

Change  for  the  Better? 

Since  its  July  2005  morphing  into  an  oil  sands  explorer  and  the 
subsequent  issuance  of  bullish  press  releases,  Strata  Oil  &  Gas,  of 
Calgary,  Alta.  has  seen  its  U.S. -traded  shares  rise  1,415%  to  a 
recent  $4.09  (U.S.).  The  $45  million  market  cap  belies  Strata's  lat- 
est financial  statement,  for  2004,  which  lists  (a)  no  revenues  or 
profits,  (b)  an  accumulated  $2.5  million  deficit,  (c)  all  of  three 
employees,  and  (d)  in  a  capital-intensive  industry,  just  $52,187  in 
cash.  Strata  continues  to  acquire  leases,  a  spokesman  says.  Previ- 
ously, the  firm  was  a  software  outfit  called  Stratabase  that  said  its 
main  product — Relata,  a  planner/organizer  program — "will 
change  your  business  and  your  life."  — Matthew  Rand  and  W.P.B. 


Feathers  Flying  for  Sure  Now 

Roy  Weitz,  whose  FundAlarm  newsletter  skeptically  covers 
mutual  funds,  finds  it  amusing  that  Matthew  Fink,  retired  after 
34  years  at  the  fund  industry  trade  and  lobbying  group  Invest- 
ment Company  Institute,  the  last  13  as  president,  is  now  a  direc- 
tor at  38  Oppenheimer  funds  and  legally  charged  with  represent- 
ing investor  interests.  Writes  Weitz,  "Would  you  believe  that  after 
the  fox  finished  guarding  the  henhouse,  he  became  a  vegetarian? 
Okay,  we  didn't  think  you  would."  An  annoyed  Fink,  64,  tells 
FORBES  his  old  ICI  duties  included  investor  protection  and  that 
he  is  now  paid  barely  half  the  $200,000  Weitz  estimated  from 
Oppenheimer  filings.  — David  Whelan 

Workers  of  the  World:  Spend 

Founded  by  organized-labor  irritant  Richard  Berman,  Union- 
facts.com  has  been  having  fun  mining  and  compiling  financial 
statements  filed  by  unions.  Among  the  findings:  $1.5  million  of 
unions'  member  dues  was  spent  on  golf.  One  local  shelled  out 
$53,000  on  a  new  Cadillac  for  a  retiring  president  while  another 
paid  $8,800  for  gifts  at  famously  nonunion  retailer  Wal-Mart. 
The  AFL-CIO  spent  far  more  money  on  political  activities  than  on 
collective  bargaining.  So  what?  the  labor  giant  replies;  it's  the 
locals  that  do  the  negotiating.  Berman's  site  also  highlights  such 
topics  as  "crime  and  corruption,"  "undemocratic  leaders"  and 
"unfair  labor  practices."  — Tatiana  Serafin 


EveiL  Giving  Away  Money  Carries  a  Cost 


These  large  private  foundations  list  $1  or  more  in 

overhead  for  every  $3  they  hand  out  as  grants.    — W.P.B. 

FOUNDATION  |  LOCATION 

GRANTS 
(SMIL) 

ADMINISTRATIVE  COST 
AS  %  OF  GRANTS 

Commonwealth  Fund  |  New  York,  N  Y. 

$15 

60%  fflBijfM 

El  Pomar  Foundation  j  Colorado  Springs,  Colo. 

13 

59                          j  \ 

Northwest  Area  Foundation  |  St.  Paul,  Minn. 

16 

58  V* 

William  T.  Grant  Foundation  |  New  York,  N.Y 

10 

48  V-L^V 

Jack  Kent  Cooke  Foundation  |  Lansdowne,  Va. 

10 

46  ^S^r 

Baptist  Community  Ministries  |  New  Orleans,  La. 

7 

38  j 

Koret  Foundation  |  San  Francisco,  Calif. 

20 

36                         J  ^ 

Lannan  Foundation  |  Santa  Fe,  N.M. 

14 

33  ^ 

Source:  The  Chronicle  of  Philanthropy. 
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BECAUSE  YOU'RE  WORTH  IT  TOO 


uii  iviy  1  Yi  i  II  u  

By  Walter  Olson,  senior  fellow  at  the  Manhattan  institute.  His  books  include  The  rule  of  Lawyers. 


My  Kingdom  for  a  Casino 

If  you  thought  Jack  Abramoff  was  suspect,  look  at 
the  latest  land  claims  filed  by  Indian  tribes. 


AS  EVERYONE  NOW  KNOWS,  COUR- 
tesy  of  Jack  Abramoff,  sleazy  tactics 
abound  in  the  fight  over  where  and 
whether  Indian  tribes  build  casinos. 
Too  bad  more  attention  hasn't  been 
paid  to  one  of  the  worst  abuses: 
tribes'  filing  of  massive  land-claim 
lawsuits  against  property  owners,  to 
be  traded  off  in  settlement  in 
exchange  for  casino  rights. 

The  new  wave  of  Indian  land  litiga- 
tion began  in  the  Northeast  but  has 
now  spread  around  the  country.  Claims 
by  the  Miami  Indians  spill  over  large 
portions  of  Illinois  and  Indiana.  The 
Eastern  Shawnee  want  4  million  mis- 
laid acres  in  Ohio.  New  York's 
Onondaga,  Oneida  and  Cayuga  have 
claimed  the  land  under  such  cities  as 
Syracuse  and  Binghamton.  In  Colorado 
the  Cheyenne-Arapaho  managed  to 
top  that  with  a  filing  for  27  million  acres 
including  Denver.  Near  Allentown,  Pa. 
the  Delaware  Indians  failed  in  a  bid  for 
a  tract  that  includes  Binney  &  Smith's 
famed  Crayola  factory. 

In  virtually  all  these  cases  tribes 
have  made  clear  that  they  would  settle 
for  a  casino  permit. 

Occasionally  one  of  these  suits 
will  make  national  news,  typically  when  it  impinges  on  a  play- 
ground of  media  folks,  as  with  last  summer's  claim  by  the  Shin- 
necock  to  be  the  rightful  owners  of  large  tracts  in  the  Hamptons. 
More  often  the  claims  drag  on  in  obscurity— many  of  the  upstate 
New  York  claims  have  been  pending  since  the  1970s  and  1980s— 
posing  hardship  to  farm  families  and  other  innocents  whose  title  to 
the  land  had  rested  undisturbed  for  100  or  even  200  years.  While 
major  disruptions  to  mortgage  and  title-insurance  markets  have 
been  reported  in  extreme  cases,  many  owners  are  convinced  that 
the  cloud  on  title  plays  a  subder  role  in  scaring  off  potential  buyers. 

How  could  this  have  happened?  Until  lately  Anglo-American 
law  sought  a  careful  balance  between  the  goal  of  restoring  wrong- 
fully taken  property  to  its  rightful  owners,  on  the  one  hand,  and 
the  equally  valid  goal  of  securing  everyone's  property  against  the 
danger  that  a  claimant  will  show  up  some  day  to  assert  a  speculative 


Developers  are  bankrolling 
the  would-be  land  grabs 
in  exchange  for  a  share  of 
 the  casino  action. 


defect  in  tide.  Hence  doctrines  aimed 
at  preventing  old  disputes  from  staying 
alive  indefinitely:  statutes  of  limitation, 
adverse  possession,  "acquiescence"  in 
unchallenged  political  boundaries. 

In  a  series  of  rulings  over  the  past 
30  years,  however,  the  U.S.  Supreme 
Court  has  decided  that  Indians  are 
wholly  different  from  other  land 
claimants.  Law  professors  have  cheered: 
What  cause  is  more  romantic  than  that 
of  dispossessed  Indians?  (Somehow 
owners  of  small  farms  in  upstate  New 
York  never  seem  to  merit  the  underdog 
label.)  The  rulings  also  constitute  a 
stunning  victory  for  a  scrappy  cadre  of 
Legal  Services  lawyers;  a  few  of  these 
antiestablishment  types  have  found 
themselves,  over  the  arc  of  a  career, 
gradually  transmuted  through  their 
tribal  connections  into  highly  paid 
casino  promoters,  in  a  transformation 
worthy  of  a  Balzac  or  Stendhal  novel. 

By  now,  with  fortunes  at  stake,  big 
law  firms  are  lining  up  to  help  with  the 
claim  suits;  among  those  that  have  as- 
sisted tribes  are  Philadelphia's  Cozen 
O'Connor  and  New  Jersey's  Lowen- 
stein  Sandler.  Far  more  disturbing  is 
the  role  of  the  wealthy  backers,  includ- 
ing Rochester  mall  developer  Thomas  Wilmot  and  Detroit  pizza 
magnate  Marian  Hitch,  who  bankroll  the  would-be  land  grabs  in 
exchange  for  a  share  of  the  resulting  setdements  or  casino  action. 
Financing  others'  litigation — "champerty" — was  long  illegal  at  com- 
mon law,  and  you  can  kind  of  see  why. 

Congress,  deeply  entangled  with  Indian  gambling  money,  isn't 
rushing  to  fix  things.  Last  summer,  in  a  stunning  ruling  of  potentially 
broad  significance,  a  panel  of  the  Second  Circuit  Court  of  Appeals 
threw  out  the  Cayugas'  suit  and  suggested  that  the  time  had  come  to 
bring  down  the  legal  curtain  on  claims  that  tribes  waited  a  century 
or  more  to  press.  So  who's  asking  the  Supreme  Court  to  review  and 
reverse  that  decision?  The  Bush  Justice  Department,  that's  who. 

Before  we  lecture  Venezuela  or  Russia  yet  again  on  the  evils 
of  a  system  in  which  property  rights  are  a  matter  of  whim,  maybe 
we  should  clean  up  the  mess  we've  made  of  them  at  home.  F 
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He's  relaxed.  He's  insured  with  Chubb. 


Some  people  think  all  insurance  is  the  same.  They  buy  the  least  expensive  they  can  find. 
And  then  they  have  an  insurance  claim.  That's  when  they  learn  —  the  hard  way  —  that  not  all 
insurance  companies  treat  you  the  same.  If  being  treated  fairly  and  paid  quickly  are  important 
to  you  when  you  have  a  loss,  you  want  Chubb.  When  you  and  your  business  insure  with  Chubb, 
you're  buying  real  insurance.  So,  insure  with  the  best:  Chubb. 

For  more  information,  consult  your  independent  agent,  or  visit  us  at  www.chubb.com  and  click 
on  "Find  an  agent." 
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CHUBB 

Worth  magazine  called  Chubb  "the  gold  standard  for  property-casualty  insurance....  Chubb  s  best  feature  is  a  three-decade 
history  of  swiftly  paying  claims  that  other  companies  might  balk  at."  . 
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Follow-Through 


APRIL  18,  2005 


Citi's  World 


Banking  on  Russia:  a  Citi  outpost  in  Moscow. 

Since  we  highlighted  Citigroup's  drive  to 
expand  its  international  franchise,  the 
banking  behemoth  has  shown  mixed 
results  overseas.  Stiff  competition  and 
foreign  regulatory  problems  persist. 
Though  consumer  earnings  abroad  last 
year  rose  just  6%  to  $4  billion,  the  first 
quarter  looked  more  promising,  with  an 
increase  of  21%. 

In  fast-growing  Turkey  Citi  lost  a  bid  in 
April  to  purchase  Finansbank  with  its  224 
branches.  In  Moscow  and  St.  Petersburg  it 
added  14  branches  for  a  total  of  32,  but  Citi 

FLASHBACKS 


is  still  pipsqueak-size  in  that  nations  boom- 
ing banking  sector.  In  populous  Brazil  and 
India,  Citi  has  opened  192  new  branches. 

On  the  regulatory  front  Australian 
officials  accused  a  Citi  subsidiary  in  April 
of  insider  trading.  (Citi  denies  the  charge.) 
And  in  all-important  Mexico,  where  Citi 
consumer  profits  rose  46%  last  year,  regu- 
lators twice  pushed  banks  to  cut  fees  in 
the  last  year  and  a  half.  What's  more,  the 
leading  candidate  for  president  in  Mexico, 
left-leaning  Andres  Manuel  Lopez 
Obrador,  is  talking  about  slicing  deeply 
into  bank  profits.  One  big  Citi  victory:  the 
Federal  Reserve's  decision  to  lift  an 
unusual  directive  against  large  acquisi- 
tions. A  target:  Guangdong  Development 
Bank  in  southern  China. 
— Bernard  Condon  and  Michael  Freedman 

FEBRUARY  27,  2006 

Another  Enron  Mess 

Earlier  this  year  we  took  a  look  at  Stephen 
Cooper,  who  had  stepped  into  the  job  of 
Enron  chief  executive  officer,  to  liquidate 
assets  and  pay  creditors.  While  Cooper 
boasts  an  enviable  turnaround  record,  he 
also  has  a  history  of  getting  into  fee  fights 
with  companies  in  bankruptcy.  Enron  is  no 
exception.  In  March  the  U.S.  Department 


85  YEARS  AGO  IN  FORBES  |  APRIL  30,  1921 

Railroaded  When  will  unions  and  others  learn  that  it 
doesn't  pay  in  the  end  to  insist  upon  fastening  an  extra, 
unnecessary  expense  upon  employers  and  upon  the  public? 
Some  years  ago  railwaymen  induced  lawmakers  to  pass  what 
were  called  "full  crew"  bills,  which  stipulated  that  no  train 
could  be  run  without  a  certain  number  of  employees.  Thanks  in 
part  to  overloading  the  railway  pay  rolls,  the  roads  are  now 
unable  to  meet  their  bills,  and  a  reduction  in  railway  wages  is 
accepted  as  inevitable. 

25  YEARS  AGO  IN  FORBES  |  MARCH  16,  1981 

Red  ink  Blues  Lately,  Lloyd's  of 

London  hasn't  been  making  much 
money.  Lloyd's  reputation  for  paying 
up  even  when  fraud  is  suspected  has 
been  getting  expensive.  Indeed, 
hairnrian  Peter  Green's  concern 
out  the  health  of  the  reinsurance 
ustry  has  something  to  do  with 


of  Justice  said  that  Cooper's  firm,  Kroll 
Zolfo  Cooper,  engaged  in  unacceptable 
billing  practices  at  Enron.  The  punish- 
ment? Cooper  agreed  to  cut  his  requested 
bonus  of  $25  million  in  half,  which  the 
bankruptcy  court  approved  in  April.  The 
firm  gets  to  keep  the  $107  million  it  had 
already  been  paid.  Kroll  Zolfo  Cooper 
stands  by  its  Enron  billing. 

—Elizabeth  MacDonald 

FEBRUARY  13,  2006 

Carl  Caves 

Carl  Icahn,  who  failed  to  pressure  Time 
Warner  into  a  breakup,  has  bailed  out  of 
another  deal.  As  majority  shareholder  of 
XO  Communications,  Icahn  had  engi- 
neered a  deal  to  sell  the  struggling  com- 
pany's main  asset — telecom  networks — to 
himself.  Icahn  would  retain  61%  of  the 
downsized,  debt-free,  wireless-focused 
XO.  But  outraged  minority  shareholders 
sued  to  block  the  $700  million  deal.  In  late 
March  Icahn  called  it  off  "to  avoid  unnec- 
essary further  distractions  and  costs  to 
XO."  So  was  he  lowballing  XOs  minority 
investors?  Judging  by  the  markets  reac- 
tion, yes — and  by  a  lot.  On  the  day  Icahn 
canceled  the  sale,  XO  stock  jumped  45%. 

—Scott  Woolley 
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the  Lutine  Bell  ringing  rather  too  often  at  Lloyd's  recently. 
Potential  losses  include:  The  $80  million  loss  caused  by  President 
Carter's  Olympic  boycott.  Lloyd's  had  insured  NBC's  television 
contract.  The  $400  million  computer  leasing  contract  loss  of 
near-bankrupt  Californian  Itel  Corp.  and  others.  Amazingly, 
Lloyd's  insurance  covered  even  cancelation  due  to  obsolescence. 

Lloyd's  recently  reported  a  loss  of  $180  million  on  a  24%  jump 
in  claims  resulting  in  part  from  the  worst  hurricane  season 
on  record. 


15  YEARS  AGO  IN  FORBES  |  OCTOBER  21,  1991 

Immigration  Economics  Why  increase  immigration? 

Because  it  contributes  mightily  to  our  economy  and  our  culture. 
Astonishingly,  within  11  to  16  years  here,  the  average  alien 
earns  as  much  as,  if  not  more  than,  his  American-born  counter- 
part. Immigrants  pay  far  more  in  taxes  than  they  absorb  in 
public  services.  A  disproportionate  number  start  their  own 
businesses.  Nor  do  they  displace  women  or  inner-city  minorities 
from  the  workforce.  If  it  weren't  for  immigration,  our  high- 
tech industries  would  be  a  shadow  of  what  they  are. 


GUARANTEED  DELIVERY 


BY 


10:30  A.M.  SHARP. 


THERE  IS  N0 10:31  SHARP. 


DHL  Next  Day  10:30  A.M.  delivery.  Now  with  a  money-back  guarantee.* 

We  like  things  prompt,  because  we  know  you  do.  So  even  if  you're  shipping  heavier 
items  like  parts  and  equipment,  or  materials  such  as  proposals  and  blueprints,  we'll 
get  it  there  by  10:30  A.M.  or  it's  on  us.  In  fact,  if  we're  so  much  as  a  minute  late,  just 
call  us  and  we'll  reimburse  you.*  And  because  we  know  your  time  is  important,  we'll 
send  you  a  free  copy  of  the  best-seller  "The  One  Minute  Manager"  when  you  take  our 
survey.  It's  yet  more  proof  that  customer  service  is  back  in  shipping. 


The 


„  Jfiiite  To  receive  your  FREE+  copy  of  The  One  Minute  Manager 
Manager 

...^      just  take  our  survey  by  May  31, 2006.  Call  1-866-492-5906 
orvisityourdhl.com/book1 

— Mention  Promotional  Code  FB 1  BOOK 


*DHL  NEXT  DAY  10:30  A.M.  MONEY-BACK  GUARANTEE  VALID  FOR  TRANSPORTATION  CHARGES  AND  10:30  A.M.  FEE  ONLY  ADDITIONAL  FEES/CHARGES  SUCH  AS  RESIDENTIAL 

"  NON-REFUNDABLE.  To  be  eligible  for  refund,  shipments  must  comply  with  provisions  in  DHL  Service  Guarantee.  Visit  www.dhl-usa.com/moneybaclc/  for  details.  Then  click  on  fee  inl 
1  -800-CALL  DHL  within  1 5  days  of  shipment  date  tPromotional  offer  valid  upon  survey  completion  and  expires  on  dates  specified.  Offer  is  non-transferable,  non  negotiable  and  & 
valid  while  supplies  last  and  may  vary.  Limit  one  per  person.  DHL  employees  not  eligible.  DHL  reserves  the  right  to  cancel  and  change  terms/conditions  of  promotion  without  notic 
and  subject  to  DHL's  terms  and  conditions  on  www.dhl-usa.com  and/or  as  set  forth  on  the  waybill.  ©2006  DHL  Express  (USA),  Inc.  All  rights  reserved. 


-      '  -  When  properly  installed,  this  clever  device  shuts  off  gas  at  the 

first  sign  of  an  earthquake.  It's  this  kind  of  insight  that  FM  Global's  1.500  full-time  engineers  give  you.  And  it's 
that  specialized  knowledge  that  prevents  billions  of  dollars  in  commercial  property  from  slipping  through  the 
cracks.  Maybe  that's  why  FM  Global  was  named  "Best  Worldwide  Property  Insurer"  by  Global  Finance  magazine. 
When  a  single  shut-down  can  cost  your  company  millions  of  dollars  in  lost  revenue,  jobs  and  shareholder  value, 
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Best  Worldwide  Property  Insurer:  by  Global  Finance*  magazine.  ©  2004-2006  Factory  Mutual  Insurance  Company.  All  rights  reserved. 
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London  Calling 

Sidestepping  the  Sarbox  pox,  small  companies  around  the  globe  snub  U.S.  stock 
markets  to  go  public  on  easier  markets  overseas  |  By  Erika  Brown 

PEACH  HOLDINGS  DID  SOME-  ing,  it  shunned  U.S.  stock  markets  and  Its  stock  is  up  6%  from  the  offering  price, 

thing  shocking  a  few  weeks  investors  to  raise  $231  million  on  AIM,  and  the  company  now  carries  a  market 

ago.  When  the  Boynton  Beach,  the  London  Stock  Exchange's  Alternative  valuation  of  $598  million. 

Fla.  lending  outfit  wanted  to  Investment  Market.  Peach's  reception         Going  public  in  the  U.S.  would  have 

mount  an  initial  public  offer-  across  the  pond  has  been  peachy  indeed:  been  brutal  for  Peach,  with  just  $100 
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Outfront 

million  in  revenue.  It  would  have  had  to 
pay  a  $100,000  fee  to  get  on  the  Nasdaq 
plus  something  in  excess  of  $2  million 
to  comply  with  myriad  rules  and  the 
onerous  burden  of  Sarbanes-Oxley,  the 
post-Enron  antifraud  act.  To  go  public 
on  AIM,  the  company  spent  all  of 
$500,000,  including  a  fee  of  $7,600  to  the 
exchange. 

"We  chose  London  to  be  exempt  from 
a  litany  of  U.S.  regulations,"  says  James 
Terlizzi,  Peach's  chief  executive.  "The 
math  is  pretty  straightforward."  Had  he 
gone  public  in  the  U.S.,  Terlizzi  also 
would  have  had  to  shore  up  accounting 
practices  and  cajole  executives  at  other 
companies  to  join  his  board,  which  by  law 
must  be  dominated  by  independent  out- 


they  are  only  0.1%  of  revenue  for  the 
biggest  companies. 

"Nasdaq  has  become  a  hostile  envi- 
ronment for  small  companies,"  says 
Oren  Zeev,  a  venture  capitalist  with 
Apax  Partners  in  Menlo  Park,  Calif., 
which  has  taken  seven  companies  public 
on  foreign,  markets  in  London,  Milan, 
Frankfurt  and  Vienna  in  the  last  two 
years.  Theodore  Stebbins,  chairman  of 
investment  banking  at  Canaccord 
Adams  in  the  U.S.,  adds:  "Clearly,  the 
low  end  of  the  Nasdaq  is  broken.  We  can 
no  longer  in  good  conscience  recom- 
mend to  our  small  clients  that  they  go 
public  on  Nasdaq."  Since  early  2005  his 
firm  has  listed  17  companies  on  AIM. 
Seven  more  deals  are  in  the  works. 


to  a  dozen  or  more  AIM  seminars. 

India,  too,  is  emerging  as  an  alternate 
market.  Tech  giants  such  as  Satyam  Com- 
puter Services,  Tata  Consultancy  Services 
and  Wipro  Technologies  have  brought 
legitimacy — and  billions  of  dollars — to 
the  Bombay  Stock  Exchange  and  National 
Stock  Exchange  of  India.  Promod  Haque, 
a  venture  capitalist  in  Palo  Alto,  says  he 
may  list  one  of  his  firms  in  India:  Persis- 
tent Systems,  a  software  outsourcer  based 
in  Pune,  India.  "The  Mumbai  market  was 
up  50%  last  year,  and  many  U.S.  mutual 
funds  are  investing  there,"  says  Haque. 
"Why  would  we  waste  our  money  on  Sar- 
banes-Oxley?" 

Charlotte  Crosswell,  head  of  Nasdaq's 
international  business,  is  defensive.  "The 


By  the  Numbers 

Even  after  you  back  out  the  millions  of  dollars  it  costs  to  comply  with  U.S  stock  market  regulations  such  as  Sarbanes-Oxley, 
the  U.S.  is  still  an  expensive  place  to  go  public.  Here  is  a  sampling  of  admission  fees  from  exchanges  around  the  world. 

INDIA 

GERMANY 

UNITED  KINGDOM 

JAPAN 

UNITED  STATES 

Bombay 

Stock 
Exchange 

Deutsche 

Borse 
(Frankfurt) 

London 
Stock 
Exchange/AIM 

Tokyo  Stock 
Exchange/ 
Mothers 

Nasdaq 

$100,000 
and  up 

Fees  are  for  a  company  with  $100  million  in  revenue.  Source:  Exchanges. 

siders.  And  he  would  have  to  report  earn- 
ings each  quarter  rather  than  twice  a  year 
as  is  allowed  in  the  U.K. 

Small  outfits  around  the  world  simi- 
larly are  eschewing  U.S.  exchanges  and 
the  straitjacket  of  Sarbox  in  favor  of  the 
relaxed  capital  markets  to  be  found 
abroad.  London's  AIM  market  is  a  prime 
beneficiary;  it  listed  335  initial  offerings 
last  year,  nearly  twice  the  total  in  the 
boom  of  2000,  while  Nasdaq  eked  out  just 
126  last  year,  down  65%  from  2000.  Last 
month  the  beleaguered  Nasdaq,  spurned 
in  an  initial  attempt  to  merge  with  the 
London  Stock  Exchange,  managed  to  buy 
a  1 5%  stake  in  it  for  $782  million. 

Nasdaq  officials  say  the  Sarbox  bur- 
den is  heaviest  on  the  smallest  compa- 
nies—and firms  with  less  than  $100 
million  in  sales  make  up  half  of  Nasdaq's 
3,000  listings.  The  regulatory  costs 
average  2%  of  revenue  at  firms  with 
revenue  under  $100  million,  while 


Canaccord  has  taken  only  four  compa- 
nies public  in  the  U.S.  in  the  same  time. 

Other  foreign  markets  have  made 
gains,  too,  but  London's  AIM  has  been 
particularly  persistent.  In  recent  months 
AIM  executives  have  hosted  more  than  30 
pitchfests  in  the  U.S.,  wooing  investors  in 
New  York,  Boston,  Silicon  Valley,  Atlanta, 
Denver  and  Minneapolis.  "It's  not  partic- 
ularly subtle,"  says  Graham  Dallas,  a  sen- 
ior international  development  manager 
at  the  London  Stock  Exchange.  "We  tell 
them  there  is  an  opportunity-rich  land- 
scape for  them  to  exploit.  The  rules  are 
quite  simple  and  short.  Otherwise,  com- 
panies will  spend  all  their  time  on  com- 
pliance and  not  enough  time  building 
wealth." 

"A  year  ago  I  never  would  have 
thought  about  foreign  markets.  Now  my 
partners  and  I  talk  about  it  all  the  time," 
says  Robert  Pavey  of  Morgenthaler  Ven- 
tures in  Cleveland,  who  has  been  invited 


U.S.  is  the  biggest  capital  market  in  the 
world.  Our  regulation  is  second  to  none, 
and  investors  are  willing  to  pay  a  pre- 
mium for  that,"  she  says.  But  her  boss, 
Nasdaq  President  Robert  Greifeld,  has 
lamented  the  Sarbox  fallout  publicly. 
"Anguish  over  SOX  in  this  country  is  not 
abating;  if  anything,  sentiment  has  hard- 
ened and  the  perception  gap  abroad  is 
now  wider  than  ever,"  he  opined  in  a 
column  in  the  Wall  Street  Journal  in 
early  March. 

Lovers  of  big  government  will  tell  you 
that,  despite  the  Sarbox  backlash,  U.S. 
markets  still  hold  the  most  sway  and  the 
biggest  companies  will  continue  to  insist 
on  trading  here.  Moreover,  companies 
that  bypass  the  U.S.  to  list  overseas  still 
can  get  hit  by  the  regulatory  pox.  If  500 
investors  end  up  buying  stock  in  an 
American  company  listed  abroad,  U.S. 
regulations  kick  in  again  and  the  com- 
pany must  bow  to  the  law.  F 
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The  word  "engineering"  means 
different  things  to  different  people. 


1954 


TO  STUDY  THE  EXTERIOR  LINES  OF  THE  2007  SL-CLASS  IS  TO  STUDY  A  WORK  OF  ART. 
To  carefully  examine  its  mechanical  systems,  internal  components  and  technological  advancements  is  to 
behold  another  level  of  beauty  altogether- and  to  understand  the  Mercedes-Benz  definition  of  engineering. 


The  retractable  hardtop  is  a 
marvel  of  its  own.  Eleven 
separate  hydraulic  cylinders 
work  in  concert  to  effortlessly 
conceal  it  within  the  trunk  in  a  scant  16  seconds.  And  with 
the  top  up  or  down,  the  SL  slices  the  air  with  an  unmatched 
aerodynamic  proficiency. 

This  car's  impeccable  handling  is  a  product  of  both  an 
exceptionally  rigid  body  and  a  development  known  as  Active 
Body  Control.  This  system  continuously  stabilizes  the  car 
during  cornering  as  well  as  acceleration  and  braking. 


Explained  here  in  a  single  sentence,  it  is  the  result  of  years 
of  research;  a  feature  which  seems  to  almost  defy  the  laws 
of  physics,  delivering  a  ride  which  is  nothing  short  of 
breathtaking. 

Inside  the  cabin  of  the  SL,  every  dial  and  switch  has  been 
painstakingly  engineered  to  provide  a  balance  of  aesthetics 
and  function.  Luxury  is  abundant  but  never  superfluous. 
Driver  and  passenger  experience  all  the  comforts  of  a 
Mercedes-Benz,  and  all  the  invigorating  performance 
characteristics  of  our  finest  roadster. 


THIS  IS  THE  2007  SL-CLASS.  Awe-inspiring  beauty.  Both  above  the  hood  and  beneath  it.  To  us,  that  is  engineering. 
  Unlike  any  other.   


Mercedes-Benz 


MBUSA.com 


"It's  easy  and  it's 
quick,"  says  Steve 
Wozniak  of  his 
$173  million  IPO. 


In  a  throwback  to  the  1980s  Wall  Street  is  asking 
investors  to  throw  money  into  blind-pool  stock 
offerings  |  By  David  Whelan  and  Matthew  Rand 


STEVE  WOZNIAK  HAS  BOUNCED 
around  without  much  success  since 
parting  ways  with  Steve  Jobs  after  the 
two  founded  Apple  Computer.  So  he  was  in- 
trigued when  he  got  a  call  last  year  from 
Gilbert  Amelio,  whom  Jobs  replaced  after  his 
return  to  Apple.  A  stock  underwriter,  Ame- 
lio said,  wanted  Wozniak  and  Amelio  to  put 
their  names  on  an  investment  deal.  The  two 
men  agreed  to  become  officers  of  a  shell  com- 
pany with  no  operations,  called  Acquicor 
Technology.  In  March  Acquicor  raised 
$173  million  in  a  blank-check  initial  public 
offering — meaning  investors  gave  manage- 
ment money  for  the  purpose  of  making  some 
unknown,  future  investment  in  a  business. 
Once  a  business  is  acquired,  Wozniak,  Ame- 
lio and  four  other  founders  will  own  19%  of 
the  resulting  company,  potentially  worth 
$33  million,  though  they  have  only  put  up 
$2  million.  "We  stumbled  into  this.  It's  easy 
and  its  quick,"  Wozniak  says. 

Easy  for  them  to  make  money,  that  is. 
Blank  check  offerings,  a  throwback  to  the 
"blind  pools"  of  the  1980s,  are  proliferating. 
Since  2003,  51  have  swallowed  $4  billion  of 
the  publics  money,  and  another  19  are  in 
preparation,  according  to  Dealogic.  The 
blind  pools  of  a  generation  ago  did  not  do 
much  to  enhance  the  reputation  of  the  se- 
curities industry,  since  a  fair  number  accom- 
plished nothing  but  the  enrichment  of  pro- 
moters (like  Robert  Brennan  of  First  Jersey 
Securities),  who  got  their  fees  irrespective  of 


whether  any  legitimate  businesses  were  ac- 
quired with  the  proceeds.  The  latest  resur- 
rection offers  more  protection  to  investors: 
The  issuers  of  stock  agree  to  keep  most  of 
what's  raised  in  interest-bearing  escrow  and 
return  the  money  if  no  deals  are  done  within 
18  months.  Also,  shareholders  get  to  approve 
specific  acquisitions.  These  days  big  Wall 
Street  names  like  Citigroup,  Merrill  Lynch 
and  Deutsche  Bank  are  adding  a  bit  of  gloss 
by  underwriting  the  pools. 

An  absence  of  fraud,  however,  does 
not  by  itself  make  a  blind  pool  into  a  smart 
investment.  Once  the  money  is  put  into  a 
real  business,  the  public  investors  lose  25% 
or  more  of  the  value  of  their  stake  to  insid- 
ers and  underwriters.  Only  six  of  the  blank 
checks  have  bought  businesses  so  far. 
Already  the  National  Association  of  Secu- 
rities Dealers  is  inquiring  into  the  activities 
of  New  York's  EarlyBirdCapital,  which  has 
underwritten  more  than  half  the  recent 
blind  pools,  as  well  as  San  Francisco's 
ThinkEquity  Partners,  which  did  the 
Acquicor  deal.  (Both  EarlyBird  and 
ThinkEquity  say  they're  cooperating.) 

The  chief  executive  of  EarlyBird,  David 
Nussbaum,  has  a  bit  of  unhappy  history  with 
these  vehicles.  He  used  to  head  a  firm  called 
GKN  Securities,  which  invented  the  modern 
day  blank  check  by  underwriting  1 3  deals  in 
the  early  1990s.  But  in  1997  the  NASD  fined 
GKN  and  its  employees  $725,000  and  made 
it  return  $1.4  million  for  overcharging  1,300 


investors.  Nussbaum 
did  not  admit  fault  but 
paid  a  $50,000  fine  and 
accepted  a  30-day  sus- 
pension. Nussbaum 
also  got  dinged  when 
the  New  York  Daily 
News  wrote  a  story  re- 
porting that  GKN  re- 
ceived $150,000  in 
business  relief  funds 
after  the  Sept  1 1  attacks, 
despite  its  having 
shut  down  beforehand 
(Nussbaum,  in  a  state- 
ment, says  that  GKN  stayed  in  business 
until  2003.) 

Nussbaum  reentered  the  blank  check 
market  in  2003  with  his  new  firm,  Early- 
Bird.  It  has  underwritten  27  blank  checks, 
raising  $1  billion  and  collecting  $25  mil- 
lion in  fees.  Now  his  firm  is  again  drawing 
regulatory  scrutiny,  for  undisclosed  rea- 
sons. "By  and  large  the  process  has  created 
value,"  says  Nussbaum. 

EarlyBird's  first  blank  check  public  offer- 
ing was  Millstream  Acquisition,  run  by 
Arthur  Spector,  who  led  a  GKN  blank  check 
a  decade  earlier.  Millstream  acquired  Florida 
health  plan  NationsHealth  in  2004.  These  can 
be  wonderful  deals  for  managers.  Spector  put 
in  only  $ 1 2,000  to  get  the  deal  started  but  now 
has  $  1 .6  million  in  equity  in  the  merged  com- 
pany. "It  was  a  good  deal  for  me,"  he  says. 
The  stock  today  is  at  $3.98,  after  debuting  at 
$5.  (Units  in  a  blank  check  are  usually  sold 
at  $6  and  include  a  $5  share  and  one  or  two 
warrants  to  buy  more  stock,  exercisable  when 
a  deal  is  done.) 

Fortress  America,  a  homeland  security 
blank  check  started  by  former  congressman 
and  NBA  player  C.  Thomas  McMillen,  raised 
$42  million  last  July  after  only  a  three-week 
road  show.  McMillen  says  it's  important  to 
"sex  up"  the  deals  to  entice  investors,  which 
is  why  he  signed  on  former  Senator  Donald 
Nickles  and  ex-Congressman  Asa  Hutchin- 
son. McMillen  says  Fortress  America  is  a  ve- 
hicle to  do  what  he  calls  private-to-public  ar- 
bitrage. A  business  might  be  worth  only  six 
times  Ebitda  when  private  but  ten  times 
Ebitda  as  a  public  company. 

Think  of  that — a  magical  increase  in  the 
value  of  business  assets.  F 
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/Vho  provides  thousands  of  US  municipalities  and  industries  with 

safe,  clean  and  reliable  water? 

Cl  O      Innovations  from  Siemens  can  be  found  everywhere. 

As  the  leader  in  North  America  for  water  and  wastewater 
equipment  and  services,  we  make  water  systems  more  reliable 
and  efficient.  Every  day  we  treat  hundreds  of  millions  of  gallons 
of  water  that  serves  communities,  industries  and  businesses. 
At  Siemens,  our  innovations  help  turn  dreams  into  reality. 

SIEMENS 

Global  network  of  innovation 


Outfront 


Stock  Options 

Free  Ride 

A  nifty  accounting  move  lets  executives 
both  fatten  their  compensation  and  boost 
their  companies'  bottom  lines. 

By  Elizabeth  MacDonald 


Number  of  options 

Chief  executive/Company 

accelerated 

$  value 

Neison  reiiz/inarc  i_os. 

1.8  mil 

$9.4  mil 

Henry  Duques/First  Data  Corp. 

425,000 

5.6  mil 

Graig  Dubow/Gannett 

57,000 

1.3  mil 

M.  Dendy  Young/GTSI  Corp. 

75,000 

907,500 

John  Bair/Pinnacle  Data  Systems      1 50,000 

170,000 

NELSON  PELTZ,  CHIEF  EXECUTIVE 
of  Triarc  Cos.,  which  owns  Arby  s 
restaurant  chain,  was  paid  $8  mil- 
lion in  cash  plus  another  $5  million  in  stock 
in  2004.  Last  December  he  got  yet  another 
goodie  in  his  package.  The  com- 
pany accelerated  the  vesting  of  his 
options  to  purchase  1.8  million 
shares.  Those  options  are  $9.4  mil- 
lion in  the  money,  says  Paul  Hodg- 
son, senior  research  associate  at  the 
Corporate  Library.  His  options 
otherwise  would  have  vested  over 
a  three-year  period. 

Many  chief  executives  are  get-    Nelson  Peltz 


ting  lucky  with  their  vesting.  The 
reason:  This  summer  (after  sev- 
eral delays)  a  new  accounting  rule  will  re- 
quire companies  to  subtract  the  value  of 
stock  option  compensation  from  profits.  So 
to  avoid  a  nasty  hit  to  earnings, 
companies  are  rushing  to  vest  the 
options  before  then. 

Thus  far  at  least  846  companies 
avoided  a  total  of  $4.5  billion  in 
earnings  hits  by  accelerating 
options,  says  Jack  T.  Ciesielski, 
corporate  accounting  expert.  (Our 
survey  of  executive  pay,  which  be- 
gins on  page  131,  counts  options 


Notes:  Dubow's  accelerated  vesting  occurred  while  he  was 
chief  executive  of  Gannett's  broadcasting  division. 
Sources:  The  Corporate  Library;  company  filings. 


only  when  they  are  exercised.) 

Besides  Peltz,  Triarc  gave  early  vesting 
to  Chief  Operating  Officer  Peter  May 
(with  900,000  options  worth  $4.7  million 
if  cashed  in  now)  and  to  Vice  Chairman 
Edward  P.  Garden  (600,000  options  worth 
$3.1  million),  says  Hodgson.  He  estimates 
that  Triarc  avoided  $23  million  in  future 
earnings  hits  from  accelerating  options  for 
these  executives  and  other  employees. 
Triarc  says  it  doesn't  know  how  the  dollar 
figures  were  derived,  and  declined  further 
comment.  F 


Dolls  With  Baggage 


A  doll  can't  just  be  a  doll  these  days.  She's  got  to  have  a  political  angle. 

When  Pleasant  T.  Rowland,  an  educator  from  Middleton,  Wis.,  created  the  American  Girl  line  of  dolls  in  1986, 
she  wanted  to  give  girls  a  role  model  more  suitable  than  the  impossibly  proportioned  Barbie.  American  Girl  dolls 
are  based  on  fictional  historical  characters  and  emphasize  "traditional"  values. 

Not  traditional  enough  for  Chicago's  Pro-Life  Action  League.  In  December  it  launched  a  boycott  of  American  Girl 

(owned  by  Barbie-maker  Mattel  since  1998)  when  it  learned  that  the 
doll  company  was  donating  money  to  Girls  Inc.,  a  nonprofit  that 
the  pro-lifers  claim  condones  lesbianism  and  supports  abortion. 
The  boycott  didn't  exactly  devastate  American  Girl, 
which  saw  a  12%  revenue  gain  to  $241  million  in  the 
j^^^  fourth  quarter.  But  it  was  a  godsend  to  Mission  City 
Press,  a  Franklin,  Tenn.  Christian  book  publisher  and 
doll  vendor.  Mission  City's  doll  brand,  called  A  Life  of 
Faith,  looks  like  an  American  Girl  knockoff,  complete 
with  historical  theme,  steep  price  ($100)  and  cultlike  mem- 
bership clubs  (another  $100).  The  Faith  dolls  have  two 
enhancements,  however:  They  can  position  their  hands  in  a 
prayer  pose,  and  they  come  equipped  with  mini  Bibles.  Mission 
City's  doll-heavy  fourth-quarter  revenue  tripled  to  $700,000  from 
the  $235,000  year-earlier  figure. 

If  Mission  City  gets  too  big,  Mattel  will  have  to  fight  it  off.  How 
about  Sharp  Elbow  Barbie?  —Miriam  Gottfried 
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Make  it  Last. 


Across  market  cycles.  Over  generations.  Beyond  expectations. 
The  Practice  of  Wealth  Management.® 


'/A  Mellon 


Wealth  Planning  •  Investment  Management  •  Private  Banking  •  Family  Office  Services  •  Business  Banking  •  Charitable  Gift  Services 
Please  contact  Thomas  Hurlbrink,  National  Director,  at  888-553-6726.  mellonprivatewealth.com 


*j%  ironi 

AUTO  PARTS 


The  Parts  Paradox 

Why  are  America's  struggling  auto  suppliers 
booming  overseas — while  foreign  suppliers  are 
flocking  stateside?  By  Jonathan  Fahey 


WHAT'S  MORE  AMERICAN  THAN 
the  Ford  Mustang?  The  Toy- 
ota Sienna,  for  one.  The  Mus- 
tang is  assembled  in  Michigan.  But  65% 
(by  value)  of  the  parts  that  compose  it 
come  from  the  U.S.  and  Canada.  The 
Sienna,  built  in  Princeton,  Ind.,  contains 
90%  North  American  content. 


^JiJ  / O         This  contrast  says 
Mustang's      plenty  about  the  state 
U.S.  &         of  automaking  in  the 
Canadian  parts  U.S.  these  days.  Strug- 
content       gling  American  parts 
suppliers,  such  as  Del- 
phi, Visteon  and  Dana,  are  in  the  midst  of 
a  sweeping  migration  to  greener  pastures 
overseas.  While  shutting  plants  in  the  U.S., 
they  are  adding  to  plants  overseas.  With 
those,  they  either  supply  foreign  automak- 
ers in  their  home  countries  or  make  low-cost 
parts  to  ship  stateside. 

Meanwhile,  foreign  suppliers  like  Bosch 
of  Germany  and  Denso  of  Japan  have  fol- 
lowed European  and  Asian  automakers  to 
the  U.S.  as  the  those  firms  build  more  vehi- 
cles here.  In  1994, 109  of  the  1 50  biggest  sup- 
pliers to  North  American  factories  were  in 
the  U.S.,  according  to  James  Rubenstein,  a 
geography  professor  at  Miami  University  in 
Ohio.  By  2004  only  68  were.  "It's  just  a  big 
role  reversal,"  says  James  Gillette,  an  auto- 
supplier  analyst  with  CSM  Worldwide. 


Look  at  Delphi,  the  former  General 
Motors  unit  now  in  bankruptcy.  From 
2002  through  2004  Delphi's  revenues  abroad 
grew  45%  to  $9  billion,  while  North  Amer- 
ican revenues  fell  9%  to  $20  billion.  Much 
of  Delphi's  U.S.  business  is  unprofitable, 
since  its  factories  here  are  old,  their  labor 
costs  high  and  their  operations  labor  inten- 
sive. And  its  biggest  customer,  GM,  is  shrink- 
ing. Delphi's  fast-growing  international 
operations  lend  some  hope  to  cred- 
itors awaiting  a 
reorg.  Delphi 
Chief  Robert 
(Steve)  Mil- 
ler's recently 
announced  re- 
structuring 
plan  would  close  or 
sell  most  of  its  U.S.  fac- 
tories, leaving  the  company 
with  just  8  here  and  130  abroad. 

The  Visteon  story  is  the  same.  Overseas 
revenue  grew  32%  over  the  past  three  years 
to  $7  billion,  while  North  American  revenue 
fell  19%  to  $  10  billion.  Last  fall  Visteon  trans- 
ferred 14  of  its  34  U.S.  factories  to  Ford  Motor, 
its  former  parent,  which  is  looking  to  dispose 
of  them.  This  left  Visteon  with  20  factories 


in  the  U.S.  and  94  overseas.  It  plans  to  close 
23  more,  but  it  declines  to  say  where.  Visteorfs 
38  Asian  plants  are  probably  safe. 

Dana  Chief  Michael  Burns'  plan  for 
pulling  his  troubled  company  out  of  bank- 
ruptcy: Move  operations  to  Mexico,  China, 
India,  eastern  Europe  and  South  America. 

Labor  costs  in  the  Czech  Republic  are 
77%  lower  than  in  the  U.S.  In  the  early  1990s 
a  sun  visor  for  a  small  GM  pickup  cost  $11. 
Now  the  cost  is  $6  for  one  made  in  China, 
making  it  nearly  impossible  for  U.S.  com- 
panies to  make  them  profitably  in  the  U.S. 
General  Motors  has  for  the  past  few  years 
encouraged  its  suppliers  to  source  parts  in 
low-cost  countries. 

The  foreign-owned  supplier  giants  are 
joining  their  main  European  and  Asian  cus- 
tomers in  the  U.S.  Last  year  these  companies 
built  4  million  cars  in  the  U.S.,  up  from  3.2 
million  in  2002.  The  foreign  suppliers  choose 
to  move  here  to  dodge  tariffs,  currency 
swings  and  transportation  costs.  But  they  also 
mitigate  the  higher  labor  costs,  often  by 
setting  up  in  the  South,  where  unions  aren't 
always  welcome. 

Smaller  overseas  suppliers  gain  cheap 
entree  by  buying  struggling  U.S.  factories. 
Spain's  Corporacion  Gestamp  bought  an 
Alabama  factory  in  2004  that  the  now- 
failed  Oxford  Automotive  built  to  supply 
a  nearby  Mercedes-Benz  plant.  Last  year 
India's  Bharat  Forge  bought  Federal  Forge 
of  Lansing,  Mich.  China's  Asimco  bought 
a  Livonia,  Mich,  maker  of  engine  mounts. 
By  and  large,  the  phoenixes  rising  from 
these  ashes  are  nonunion.  F 


90% 

Sienna's  U.S. 
&  Canadian 
parts 
content 
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We 
want 
you  to 
know 


Aetna's  Information 


"By  far  the  richest 
online  selection 
of  the  Big  Three." 

-Business  Week 

In  BusinessWeek  magazine's  recent 
comparison  of  Web  sites  and  information 
tools  offered  by  the  top  three  national 
health  insurers,  Aetna  received  the 
highest  marks.  According  to  their  article, 
they  "found  the  richest  set  of  offerings 
at  Aetna's  site."  And  Aetna's  online  survey 
to  help  members  evaluate  and  manage 
their  health  was  said  to  be  "the  most 
comprehensive."  To  learn  more  about  how 
our  information  can  help  your  employees 
make  better  health  care  decisions, 
call  your  broker,  Aetna  representative, 
or  visit  us  online  at  aetna.com. 

We  want  you  to  know™ 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 
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TEAM  VALUATIONS 


Steinbrenner's  Tax  Shelter 

Baseball's  revenue-sharing  system  has  penalized  George  Steinbrenner 
for  creating  value.  The  new  Yankee  Stadium  will  help  him  lessen  the  damag 

By  Michael  K.  Ozanian  and  Lesley  Kump 

BANKROLLED  BY  THEIR  CABLE 
money,  by  far  the  most  in 
baseball,  the  Yankees  were 
able  to  capture  four  World  Series 
titles  from  1996  through  2000  and 
barely  missed  a  fifth  title  in  2001. 
Their  success  revived  an  age-old 
lament:  The  Yanks  were  monopoliz- 
ing baseball.  They  could  outbid  other 
teams  for  the  games  best  players. 

Solution:  socialism.  Beginning 
with  the  2003  season,  a  new,  four- 
year  Major  League  Baseball  agree- 
ment raised  the  level  of  redistribu- 
tion in  the  sport.  It  increased  from 
20%  to  34%  the  percentage  of  certain 
revenue  streams  (primarily  luxury 
suites,  tickets  and  local  television, 
minus  certain  costs)  that  rich  teams 
had  to  chip  into  a  pot  handed  to  poor 
teams.  It  also  instituted  a  tax  on 
player  payrolls  over  $117  million 
($136.5  million  in  2006). 

Last  season  baseball  transferred  $300 
million  from  14  rich  teams  to  16  teams  with 
the  lowest  revenues.  Of  that  amount  the  Yan- 
kees, with  revenues  of  $354  million,  kicked 
in  $77  million,  while  the  second-largest  con- 
tributor, the  Boston  Red  Sox,  chipped  in  $51 
million.  On  last  seasons  league-high  payroll 
of  $223  million,  George  Steinbrenner  also 
paid  a  tax  of  $34  million,  money  that  MLB 
used  to  cover  overhead. 

Steinbrenner  is  being  penalized  for 
success.  Having  paid  $10  million  in  1973 
for  a  lousy  team,  he  has  leveraged  the 
Yankee  brand  by  creating  a  regional 
sports  network,  raking  in  $62  million 
last  year,  $16  million  more  than  the 
crosstown  Mets  took  home  in  cable  rev- 
enue. The  Yanks  also  got  $49  million 
from  sponsors.  Despite  the  stiff  league 


Steinbrenner  had  a  league-high  payroll  of  $223 
million  last  season,  including  Alex  Rodriguez' 
$25.7  million.  The  boss  was  forced  to  pay  a  tax  of 
$34  million  for  exceeding  payroll  limits. 


taxes,  Steinbrenner's  gushing  revenues 
make  his  team  worth  $1  billion  by  our 
estimate  (see  table,  p.  64).  Steinbrenner 
and  his  family  own  80%  of  the  franchise. 

What  does  a  taxpayer  do  when  rates 
go  up?  Find  a  tax  shelter.  It  seems  that 
Steinbrenner  has  one  in  the  form  of  a 
51,000-seat  stadium. 

New  York  City  will  borrow  the  $800 
million  cost  of  a  new  stadium  to  be 
opened  in  the  Bronx  in  time  (it  is  hoped) 
for  the  2009  season.  The  team  will  pay 
the  city  $55  million  a  year  in  lieu  of  cer- 
tain taxes  and  the  money  used  to  pay  off 
the  bonds.  This  debt  service,  along  with 
$25  million  in  operating  and  mainte- 
nance expenses,  is  deductible  against  the 
revenues  that  are  subject  to  the  34%  tax. 
Once  the  new  stadium  is  in  place,  the 
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ANY  CAR  CAN  HAVE  A  NAVIGATION  SYSTEM. 
BUT  WHAT  ABOUT  AN  IMMUNE  SYSTEM? 


These  days,  pretty  much  all  cars  have  features 
to  help  protect  you  in  an  accident. 
But  what  about  the  other  99.9%  of 
the  time,  when  you're  simply  driving? 
Introducing  the  2007  Toyota  Camry. 
Sure,  it's  got  its  own  impressive  list 
of  safety  features,  including  seven 
airbags.  But  it's  also  filled  with 
groundbreaking  innovations  specifi- 
cally designed  to  help  protect  your 
well-being  from  the  world  at  large. 


Okay, 


Plasmacluster™'  ions  replicate 
those  found  in  nature. 


you're  probably  a  bit  skeptical.  Afte 
all,  plenty  of  companies  often  tal 
about  "pushing  the  envelope."  Bu 
Toyota's  engineers  actually  did  i| 
Brainstorming,  talking  with  Camr 
owners,  asking  "what  if...?"  The' 
wore  out  their  slide  rules  (well 
actually,  their  CAD  workstations 
striving  to  make  this  latest  Camri 
more  than  just  reliable,  dependable 
user-friendly  transportation. 


Take  the  new  Plasmacluster™1  ionizer.  In 
nature,  positive  and  negative  ions  routinely 
»xist  in  the  air.  When  these  ions  encounter 
3  germ,  they  immediately  envelop  it, 
'endering  it  harmless.  Think  of  it  as 
the  environment's  way  of 
:leansing  itself.  Now  avail- 
able for  the  first  time  in  a 
|ar,  Camry's  Plasmacluster™1 
technology  artificially  replicates  these 
ions,  helping  to  reduce  airborne  germs  inside  the 
:abin.  The  system  also  features  a  micro  dust  and 
pollen  filter,  along  with  an  antibacterial  coating 
jesigned  to  minimize  the  growth  of  mold  spores. 
Ml  in  all,  it's  a  breath  of  fresh  air  for  automotive 
technology  -  not  to 

(^^)  TOYOTA  I 

But  the  depth  of   


THE  ALL-NEW  2007  CAMRY 

Or,  in  this  case,  IS  skin-deep.  It's 
called  Fraichir™2  -  a  remarkable 
seat  fabric  treatment  derived 
from  real  natural  silk  proteins. 
Designed  with  the  skin- 
drying  effects  of  air, 
heat  and  frigid  winter  winds  in  mind, 
Fraichir™2's  unique  properties  are  gentle  on  the 
skin,  while  providing  comfort  for  long  drives.  It's 
these  kinds  of  advancements  that  make  the 
Camry  not  just  a  car,  but  a  5-passenger  sanctuary 
from  the  worst  the  elements  can  throw  at  you. 

For  more  on  the  car 


mOVing  forward  k       that  actually  gives 


you  a  tune-up,  visit 


Camry's  innovation  is  more  than  just  skin-deep. 


toyota.com.  Camry.  When  a  car  becomes  more. 
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Yanks  will  save  $7.8  million  a  year  in  rev- 
enue-sharing taxes  if  they  amortize  their 
stadium-financing  cost  over  the  life  of 
their  40-year  lease,  according  to  sports 
economist  Andrew  Zimbalist,  author  of 
the  recently  published  In  the  Best  Inter- 
ests of  Baseball?  (Wiley,  2006). 

One  baseball  executive  estimates  that 


the  new  stadium  will  boost  the  Yankees' 
revenue  by  $45  million  a  year  from  such 
things  as  tickets  and  luxury  suites.  The 
Yankees  will  earn  more  from  nonbase- 
ball  events  like  concerts  and  save  the 
$5  million  a  year  in  rent  that  they  pay  at 
their  current  stadium.  All  told,  the  new 
stadium  should  increase  the  team's  bot- 


tom line  (after  league  assessments  bu 
before  state  and  federal  taxes)  by  roughl; 
$25  million  a  year,  according  to  insider 
familiar  with  the  team's  finances. 

With  a  stadium  windfall  like  that  for  tb 
Yankees,  don't  be  surprised  if  MLB  tries  tc 
rewrite  the  revenue- sharing  rules  befon 
Steinbrenner  settles  into  his  new  home. 


NX  CHEER 


■J  The  Yankees  are  the  first  baseball  team  to  be  worth  $1  billion,  but  they  lost  money  after  kicking  in  a  record 
f  $77  million  to  the  league's  revenue-sharing  system.  Steinbrenner's  forced  generosity  explains  the  big  increase  in 
value  for  small-market  teams  like  the  Devil  Rays,  Twins  and  Royals.  — Kurt  Badenhausen  and  Jack  Gage 

Value 


Rank  TEAM/Owners  (year  acquired) 

Current1 
(Smil) 

1  -year 
change 

Debt/ 
value2 

ncwci  luci 

(Smil) 

inrnmp^ 

1  1  i*~VJ  I  1  IC 

(Smil) 

1 

NEW  YORK  YANKEES/George  Steinbrenner  ('73) 

$1026 

8% 

12% 

$277 

$-50.0 

2 

BOSTON  RED  SOX/John  Henry  ('02),  Tom  Werner  ('02) 

617 

10 

39 

206 

-18.5 

3 

NEW  YORK  METS/Fred  Wilpon  ('02) 

604 

20 

42 

195 

-16.1 

4 

LOS  ANGELES  DODGERS/Frank  McCourt  ('04) 

482 

14 

87 

189 

13.4 

5 

CHICAGO  CUBS/Tribune  ('81) 

448 

12 

0 

179 

7.9 

6 

WASHINGTON  NATIONALS/Major  League  Baseball  ('02) 

440 

42 

27 

145 

27.9 

7 

ST  LOUIS  CARDINALS/William  DeWitt  Jr  ('95) 

429 

16 

47 

165 

7.9 

8 

SEATTLE  MARINERS/Nintendo  ('92) 

428 

3 

23 

179 

7.3 

9 

PHILADELPHIA  PHILLIES/Bill  Giles  ('81) 

424 

8 

42 

176 

14.8 

10 

HOUSTON  ASTROS/Robert  McLane  Jr  ('92) 

416 

17 

13 

173 

30.2 

11 

SAN  FRANCISCO  GIANTS/Peter  Magowan  ('92),  Harmon  Burns  ('92) 

410 

8 

37 

171 

11.2 

12 

ATLANTA  BRAVES/Time  Warner  ('76) 

405 

6 

7 

172 

27.6 

13 

LOS  ANGELES  ANGELS  OF  ANAHEIM/Arturo  Moreno  (  03) 

368 

25 

10 

167 

-2.6 

14 

BALTIMORE  ORIOLES/Peter  Angelos  ('93) 

359 

5 

42 

156 

21.0 

15 

SAN  DIEGO  PADRES/John  Moores  ('95) 

354 

7 

57 

158 

13.0 

15 

TEXAS  RANGERS/Thomas  Hicks  ('98) 

353 

8 

45 

153 

24.7 

17 

CLEVELAND  INDIANS/Lawrence  Dolan  ('00) 

352 

10 

28 

150 

34.6 

18 

CHICAGO  WHITE  SOX/Jerry  Reinsdorf  (  81) 

315 

20 

11 

157 

21.7 

19 

ARIZONA  DIAMONDBACKS/four-man  partnership4  ('04) 

305 

7 

79 

145 

21.8 

20 

COLORADO  ROCKIES/Charles  Monfort  ('92),  Richard  Monfort  ('92) 

298 

3 

30 

145 

16.3 

21 

DETROIT  TIGERS/Michael  Hitch  ('92) 

292 

22 

73 

146 

3.5 

22 

TORONTO  BLUE  JAYS/Rogers  Communications  ('00) 

286 

34 

0 

136 

29.7 

23 

CINCINNATI  REDS/Robert  Castellini  ('06) 

274 

8 

15 

137 

17.9 

24 

PITTSBURGH  PIRATES/Kevin  McClatchy  ('96),  Ogden  Nutting  ('03) 

250 

15 

44 

125 

21.9 

25 

KANSAS  CITY  ROYALS/Oavid  Glass  (  00) 

239 

28 

15 

117 

20.8 

26 

MILWAUKEE  BREWERS/Mark  Attanasio  (  05) 

235 

13 

51 

131 

22.4 

27 

OAKLAND  ATHLETICS/Lewis  Wolff  (  05) 

234 

26 

38 

134 

16.0 

28 

FLORIDA  MARUNS/Jeffrey  Loria  ('02) 

226 

10 

31 

119 

-11.9 

29 

MINNESOTA  TWINS/Carl  Pohlad  ('84) 

216 

21 

42 

114 

7.0 

30 

TAMPA  BAY  DEVIL  RAYS/Stuart  Sternberg  (  05) 

209 

19 

17 

116 

20.3 

League  average 

376 

15 

33 

158 

12.1 

Revenues  and  operating  income  are  for  2005  season  and  include  baseball's  revenue  sharing  and  payroll  tax.  'Value  of  team  based  on  current  stadium  deal  (unless 
new  stadium  is  pending),  without  deduction  for  debt  (other  than  stadium  debt).  'Includes  stadium  debt.  'Earnings  before  interest,  income  taxes,  depreciation  and 
amortization.  "Michael  Chipman,  Dale  Jensen,  Kenneth  Kendrick,  Jeffrey  Royer. 
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The  T.  Rowe  Price 
FlexChoice  Rollover 

Lets  you  choose  how  to  make  the  most  of  your  old  401  (k). 


Broad  selection  of  funds — We  have  a  wide  range  of 
over  60  no-load  T.  Rowe  Price  funds  to  choose  from  for 
your  FlexChoice  Rollover  IRA.  All  T.  Rowe  Price  funds  are 
managed  in-house  by  one  of  the  most  experienced  and 


Proven  Performance  for  Your  Rollover  IRA 


For  each  1-,  5-,  and  10-year  period  ended  12/31/05, 
70%  of  our  funds  beat  their  Lipper  average.** 
respected  groups  of  fund  managers  in  the  industry.  You  Results  will  vary  for  other  periods.  All  funds  are 

can  also  choose  from  over  1,000  other  funds  from  leading  subject  to  market  risk.  Past  performance  cannot 

fund  families*  guarantee  future  results. 

Low  cost — T.  Rowe  Price  offers  100%  no-load  funds  with 

no  sales  charges  or  commissions.  And  our  expenses  are  low — almost  all  our  funds  for  individual  investors  have  lower 
expenses  than  their  Lipper  averages.*** 

Rollover  Specialists  to  help  — Our  Rollover  Specialists  are  here  to  help  answer  any  questions  you  may  have  about  rolling 
over  with  T.  Rowe  Price.  If  you  want,  they  can  help  you  select  the  right  funds  for  your  FlexChoice  Rollover  IRA  based  on 
your  long-term  goals  and  tolerance  for  risk.  They  can  even  help  you  take  care  of  the  paperwork  and  open  your  IRA  right 
over  the  phone.  So  call  one  of  our  Rollover  Specialists  today  —  it's  easy  to  get  started. 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 
information  that  you  should  read  and  consider  carefully  before  investing. 


troweprice.com/start 


1.800.401 .4791 


TRoweRrice 


INVEST  WITH  CONFIDENCE 

*Non-T.  Rowe  Price  mutual  funds  available  through  T.  Rowe  Price  Brokerage,  a  division  ol  T.  Rowe  Price  Investment  Services,  Inc.  Member  NASD7SIPC.  "Based  on  cumulative  total  returns, 
97  of  1 38,  74  of  93,  and  47  of  64 1.  Rowe  Price  funds  (including  all  share  classes  and  excluding  funds  used  in  insurance  products)  outperformed  their  Lipper  average  for  the  I-,  5-,  and 
10-year  periods  ended  12/31/05,  respectively.  Not  all  lunds  outperformed  for  all  periods.  (Source  lor  data:  Lipper  Inc.)  ***I29  out  of  130  funds  (excluding  institutional  and  bank  institutional 
funds  as  defined  by  Lipper)  more  than  six  months  old  had  expense  ratios  below  their  Lipper  averages  based  on  fiscal  year-end  data  available  as  of  12/31/05.  (Source  lor  data:  Lipper  Inc.) 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARFC073475 


Snap  Judgments 

Film?  What's  that?  Today's  digital  cameras  are  so  good  it's  hard  to 
find  a  brand-name  model  that  won't  deliver  excellent  snapshots. 

By  Stephen  Manes 


THE  21ST-CENTURY  CAMERA  IS  A  DIGITAL  ANIMAL, 
and  a  fast-evolving  one.  The  old  push-the-button- 
and-wait  delay  that  led  to  so  many  digital  snaps  of  the 
spot  the  2-year-old  just  left  is  becoming  a  memory. 
Even  cheap  new  models  can  shoot  fast  and  deliver 
several  shots  in  quick  succession.  Barely  readable  postage- stamp- 
size  LCD  screens  are  giving  way  to  bigger,  brighter  displays.  Tiny 
video  better  suited  for  phones  than  for  CNN  is  disappearing  in 
favor  of  clips  you  can  watch  on  a  real  TV  screen  without  wincing. 

Todays  digicams  keep  getting  better  and  better.  Under-$200 
designs  offer  4-,  5-  and  even  6-megapixel  sensors,  decent  lenses 
with  a  3X  optical  zoom  range  and  packages  that  fit  in  a  pocket. 
Slimmer,  sleeker  models  cost  more. 

So  do  extra  features.  To  avoid  producing  mere  commodities, 
camera  makers  are  leveraging  the  ever  more  powerful  chips  inside 
the  case  to  include  a  broad  range  of  features,  old,  new,  useful  and 
silly.  Here's  what  to  consider  when  you  check  out  the  latest  crop: 

Down  with  the  Shakes 

Camera  makers  have  begun  a  frontal  attack  on  that  bugaboo  of 
amateur  photography:  blur.  It's  a  particular  problem  for  hand- 
held shots  with  telephoto  lenses  and  in  dim  light.  As  candle- 
power  declines,  the  shutter  stays  open  longer  for  the  sensor  to 
grab  the  image,  translating  jiggles  into  fuzz.  And  as  you  zoom  in 
closer  to  your  subject,  the  lens  lets  in  less  light.  But  several  tricks 
are  coming  to  the  rescue. 

Video  recorders  have  long  helped  smooth  the  unsteadiness  of 


amateurs'  handheld  efforts.  Now  image  stabilization  is  turning  up 
in  still  cameras,  letting  you  get  quick  shots  in  low,  natural  light 
instead  of  harsh  flash  snaps. 

Optical  stabilization,  which  moves  part  of  the  lens  to  offset 
camera  shake,  is  generally  regarded  as  the  best  method.  All  Pana- 
sonic cameras,  including  the  $185  Lumix  DMC-LS2S,  use  it,  and 
so  do  some  Sony  and  Canon  models.  Pentax  takes  a  different 
approach,  moving  the  image  sensor  itself.  Bringing  up  the  rear: 
Digital  image  sensing  that  counters  shake  by  mathematical  com- 
putation rather  than  physical  movement. 

ISO  ratings,  those  vestiges  of  the  film  era,  describe  how  much 
light  is  needed  to  register  a  shot — the  higher  the  number  the  less 
light  you  need.  With  film,  you  get  one  ISO  number  per  roll,  and 
higher  sensitivity  results  in  grainier  images.  With  digital,  sensitiv- 
ity is  adjustable,  and  higher  numbers  increase  color  confetti  and 
speckling.  The  latest  sensors  in  point-and-shoot  cameras  are  now 
offering  numbers  thus  far  seen  mostly  in  upscale  models — as 
high  as  ISO  3200.  Speckling  and  image  breakups  at  these  high 
speeds  will  keep  you  from  blowing  up  those  shots,  but  they're 
often  better  than  a  blurry  photo  or  none  at  all. 

Because  camera  companies  aren't  sure  if  you'll  accept  this 
image  degradation,  automatic  modes  tend  to  stop  boosting  ISO 
long  before  they  reach  top  sensitivity.  If  your  camera  can  shoot 
with  high  ISO,  you  generally  have  to  adjust  it  yourself  or  pick  a 
special  low-light  mode. 

Most  cameras  show  some  sort  of  onscreen  icon  when  they 
think  you'll  be  unable  to  hold  the  camera  steady  enough  for  a 
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Technology  p  i  g  i  t a  i  tools 


good  shot  without  flash.  Nikon  models  like  the  Coolpix  L4  and 
S6  go  that  one  better:  They  can  warn  you  after  you've  taken  a 
blurry  one.  Its  not  perfect,  but  more  often  than  not  the  camera 
knows  best.  If  you  don't  agree,  you  can  keep  the  blurry  shots  or 
keep  the  camera  from  bothering  you. 

Nikon  also  offers  a  feature  called  "best  shot  selector."  When 
you  hold  down  the  shutter  to  take  repeated  shots,  the  camera  will 
decide  which  one  is  sharpest  and  make  that  the  keeper.  ■ 

Triumph  of  the  Screen 

LCD  screens  are  growing,  sometimes  to  virtually  the  entire  back 
of  small  cameras.  They're  getting  brighter,  too.  That's  nice,  but  big 
screens  can  be  grainy  and  gobble  electricity.  Fuji's  big-screen 
FinePix  V10  has  a  big  battery  meter;  in  my  tests,  it  needed  it,  as 
the  juice  disappeared  in  a  hurry. 

But  plenty  of  people  like  old-fashioned  optical  viewfinders — 
the  ones  you  smush  your  eye  against.  Alas,  they  are  on  their  way 
out,  but  they  still  appear  on  most  Sony  and  Canon  cam- 
eras and  a  smattering  of  others.  Problem  is  that  at 
best  they  tend  to  be  wildly  inaccurate,  and 
unless  they  include  a  diopter  adjustment  JJW 
to  compensate  for  your  eyesight  (most  /  * 
don't),  they  can  seem  rather  fuzzy. 
But  optical  finders  come  in  handy 
in  sunny  situations  where  LCD 

screens  can  wash  out.  And  Sony  /  Bu')'>'y- 

,  _         .  .  .   /    Olympus  Stylus 

and  Canon  have  come  up  with  I    J2Q  $w  Pentax 

the  bright  idea  of  setting  them  |  OptioWIO 
near  the  left  edge  of  the  camera 
back  so  a  right-eyed  user's  nose 
won't  smudge  the  screen. 

Like  many  other  manufactur- 
ers, Panasonic  dispenses  with  opti 
cal  viewfinders,  but  its  models 
include  a  button  that  can  instantly 
brighten  the  LCD  when  needed— or 
change  the  viewing  angle  so  you  can  see  the 
screen  if  you  hold  it  above  your  head.  Call  them 
beach  and  parade  modes. 

So  Much  You  Could  Burst 

Older  digicams  were  so  slow  you  could  hum  half  the  national 
anthem  before  they  let  you  take  the  next  picture.  Now  they  gen- 
erally snap  an  instant  after  you  press  the  button— though  some 
can  get  delayed  in  hunting  for  the  best  focus  point.  And  most 
now  come  with  a  "burst  mode"  that  can  take  several  pictures 
in  rapid  succession  while  you  hold  down  the  shutter  button. 

Now  there  are  new  wrinkles  in  burstiness.  Most  cameras 
can  shoot  three  shots  continuously,  but  some,  like  Canon's 
SD430,  can  go  until  they  fill  up  the  memory  card.  And  like  many 
SLRs,  an  increasing  number  of  point-and-shoots  can  now 
"bracket"  three  shots  to  produce  one  exposure  that  it  thinks  is 
right,  plus  one  darker  and  one  lighter.  A  few  makers,  like  Kodak 
and  Fuji,  have  developed  burst  modes  that  discard  all  but  the  last 


few  shots — handy  for  a  birthday  party  where  a  kid  is  about  to 
blow  out  the  candle  but  you  don't  know  when. 

Far  and  Wide 

Camera  makers  have  begun  downplaying  digital  zoom  as  a  mar- 
keting device  now  that  users  have  figured  out  that  this  electronic 
trick  degrades  the  image.  Optical  zoom  is  fine,  but  the  3X  that 
comes  with  most  point-and-shoots  is  not  always  wide  or  tight 
enough,  so  camera  makers  have  been  getting  creative. 

They've  tackled  the  telephoto  side  first,  typically  with  12X 
zoom  models  like  Sony's  $400  6-megapixel  Cyber-shot  DSC-H2, 
which  has  a  potent  mix  of  high  ISO  and  image  stabilization,  along 
with  the  electronic  viewfinder  I  don't  like.  But  a  camera  like  this 
won't  begin  to  fit  into  your  pocket. 

A  better  option  for  travelers  might  be  Panasonic's  $350 
Lumix  DMZ-TZ1,  which  packs  a  10X  zoom  into  a  very  slim 
package — and  includes  both  image  stabilization  and  ISO  800.  But 
its  5  megapixels  are  skimpy  if  you  want  huge  enlarge- 
ments, and  its  closest  focus  in  telephoto  is  a  rather 
distant  6V2  feet. 

If  it's  wideness  you're  looking  for  in  a 
slim  camera,  consider  Kodak's  $365 
EasyShare  V570.  It  has  two  lenses: 
the  commonplace  3X  zoom  and, 
above  it,  a  fixed-length  wider- 
angle  lens.  That  one  lets  you  get  a 
group  shot  or  a  landscape  when 
you  can't  step  back  any  farther. 
But  its  flash  can  fire  before  it's 
fully  charged,  the  camera  is 
slower  shot-to-shot  than  many  in 
its  price  range,  and  it  requires  that 
you  use  a  bulky  dock  or  extra-cost 
adapter  to  connect  it  to  a  PC. 

Snorkel  Buddies 

Need  a  real  fish-eye  view?  The  slim  $400 
Olympus  Stylus  720  SW  and  $275  Pentax  Optio 
W10  are  fully  waterproof  to  depths  of  10  and  5  feet, 
respectively,  and  come  with  settings  for  the  briny  deep.  I  tested 
them  in  my  sink,  and  they  worked  fine  after  a  shallow  dunking. 
But  the  Olympus  has  a  sliding  door  in  front  of  the  lens  that 
catches  water  and  makes  it  harder  to  dry  off.  And  I  liked  my  test 
photos  from  the  6-megapixel  Pentax  better  than  those  from  the 
7-megapixel  Olympus. 

Plain  English 

Kodak  was  the  first  to  use.the  LCD  to  deliver  snippets  of  pithy 
text  about  the  actual  functions  of  various  photo  modes.  HP 
has  picked  up  the  gauntlet  and  adds  lots  of  text  of  its  own — 
including  a  somewhat  disturbing  message  about  the  camera's 
running  too  warm.  Casio  uses  explanatory  text  for  its  special 
shooting  modes.  All  those  words  can  get  in  the  way,  but 
they're  a  lot  better  than  having  to  dope  out  the  meaning  of  an 
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Share  the  game.  Baseball  fans  have  massive  appetites  for  information.  That's  why  MLB  Advanced  Media 
and  Sun  collaborated  to  create  MLB.com.  Enlisting  Java"  and  Solaris'"  running  on  Sun  Fire'"  servers,  fans 
can  catch  live  game  broadcasts,  watch  and  listen  to  pre-  and  post-game  shows,  chat  with  players  and 
coaches,  play  fantasy  and  arcade  games,  and  visit  their  favorite  team's  virtual  clubhouse,  including 
SFGiants.com.  In  2005,  the  world's  largest  Internet  producer  of  live  sporting  events  welcomed  fans  from 
around  the  world  more  than  one  billion  times.  The  pastime  is  the  passion.  The  network  is  the  computer:'  Share. 
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microsystems 


share 


Technology  digital  tools 


THE  BIG  GUNS 


Serious  digital  photographers  consider  only  one  category  of 
camera:  single-lens  reflex.  Like  classic  35mm  models,  digital 
SLRs  accept  interchangeable  lenses  far  more  flexible  than 
even  the  longest-range  zooms  built  into  point-and-shoots. 
SLRs  generally  use  bigger  sensors  that  gather  more  light  and 
optical  viewfinders  that  do  a  better  job  of  showing  you  what 
you're  shooting.  Drawbacks:  size,  weight  and  susceptibility  to 
dust,  which  can  get  onto  the  sensor  when  you  change  lenses. 

2005  was  the  year  of  two  very  good  and  relatively  light  SLRs: 
Canon's  $800  EOS  Digital  Rebel  XT  and  Nikon's  $625  D50. 
New  step-up  models  are  closer  to  professional  grade:  Canon's 
8.2-megapixel  EOS  30D  costs  $1,400  and  Nikon's  10.2- 
megapixel  D200  $1,700,  both  exclusive  of  lenses.  Canon  tries 
to  bridge  the  gap  between  amateur  and  pro  by  retaining 
some  of  the  special  modes  found  on  consumer  models;  Nikon 
removes  those,  expecting  more  knowledge  from  photogra- 
phers. But  both  cameras  have  a  basic  automatic  point-and- 
shoot  mode. 

These  shooters  feel  like  tanks,  beefier  than  the  entry-level 
models,  and  offer  an  almost  endless  array  of  options  that  few 
amateurs  are  likely  to  use.  The  cheaper  models  should  serve 
most  camera  bugs  well,  unless  you  find  you  absolutely  need  a 
special  feature  like  a  bigger  LCD  screen,  a  faster  burst  mode 
or  a  more  sophisticated  automatic  focusing  system.  But  nei- 
ther of  the  new  midrange  models  has  a  professional  "full 
frame"  sensor  as  big  as  a  standard  35mm  frame.  For  that,  the 
next  step  up  is  Canon's  $3,000  12.8-megapixel  EOS  5D. 

SLRs  all  lack  two  talents  you'll  find  on  even  cheapo  digital 
cameras:  the  ability  to  shoot  video  and  to  frame  your  still 
shots  via  the  LCD  on  the  back.  SLR  screens  have  been  exclu- 
sively for  displaying  menus  and  photos  you've  already  taken. 
Until  now.  Thanks  to  clever  engineering  involving  an  extra 
sensor  and  an  intricate  mirror  pattern,  the  $1,000  Olympus 
Evolt  E-330  is  the  first  SLR  that  lets  you  use  the  LCD  screen  on 
the  back  to  see  what  you're  shooting.  Hinged  to  let  you  get 
low-angle  shots,  it  works  in  two  modes  that  involve  different 
compromises.  One  lets  you  switch  easily  to  and  from  the  opti- 
cal viewfinder  but  shows  only  92%  of  what  you  see;  the 
other  is  fully  accurate  but  disables  the  viewfinder  and  auto- 
matic focusing.  Video?  Still  unavailable. 

Like  some  Olympus  predecessors,  the  E-330  has  a  system 
designed  to  shake  dust  off  the  sensor  every  time  you  turn  the 


camera  on — which  slows  startup 
time  a  bit.  I  found  the  LCD  panel 
handy,  but  when  you  use  the 
screen,  you're  supposed  to  close  a 
shutter  on  the  eyepiece  to 
keep  light  from  getting  in. 
The  camera  had  some  trouble 
with  color  rendition  in  its 
automatic 
mode,  the 
autofocusing 
occasionally 
missed  wildly 
in  low  light, 
and  the  auto- 
matic white 
balance  some- 
times guessed  wrong.  And 
the  battery  went  dead 
much  faster  than  I 
expected.  This  is  a  fascinat- 
ing pioneer,  but  it  could  use 
another  round  of  seasoning. 

Sony's  $1,000  10.2-megapixel 

Cyber-shot  DSC-R1  could  fool  you   _  , 

'    ...      .     For  wannabe  pros: 

into  thinking  it  was  a  traditional    0|ympus  Evo|t  E330(  Njkon 

digital  SLR.  Its  excellent  5X  zoom    D200  Sony  Cyber.shot 

lens  goes  from  fairly  wide  to  mini-  DSC-R1,  Canon  EOS  30D. 

telephoto,  but  it's  not  removable, 

which  minimizes  the  dust  problem  at  the  expense  of  flexibil- 
ity. The  viewfinder  is  not  optical  but  electronic;  though  good 
for  its  type,  it's  just  too  grainy  to  use  in  critical  work.  But  the 
LCD,  though  not  large,  flips  around  to  various  useful  posi- 
tions. And  the  Sony  has  a  feature  Olympus  should  emulate:  It 
can  sense  when  your  eye  is  at  the  viewfinder  and  switch  the 
image  to  it  from  the  monitor  (and  vice  versa).  Automatically. 

At  its  maximum  ISO  3200  sensitivity,  pictures  are  full  of  col- 
ored speckles  but  usable  at  sizes  somewhat  bigger  than  snap- 
shots; drop  the  sensitivity  down  a  notch  or  two  and  shots 
become  excellent  even  when  printed  big.  But  there's  no 
image  stabilization  (which  is  typically  built  into  some  inter- 
changeable SLR  lenses  rather  than  the  cameras),  the  burst 
mode  can  take  only  three  shots  at  a  time,  and  you  can't 
shoot  video.  But  though  it  may  be  an  SLR  wannabe,  it's  a 
contender  nonetheless.  — S.M. 


icon  without  benefit  of  manual. 

Speaking  of  which,  a  surprising  number  of  recent  manuals, 
particularly  those  that  come  with  SLRs  and  Canons  point-and- 
shoots,  are  genuinely  useful.  But  Sony  splits  its  documentation 
into  two  volumes  with  infuriating  cross-references.  Worse, 
Olympus,  HP  and  Casio  deliver  essential  advice  only  on  a  CD- 
ROM,  which  won't  be  much  good  when  you're  out  in  the  field. 

Wireless  Connections 

It  was  bound  to  happen.  A  few  cameras  can  now  transfer 


images  to  computer  or  printer  via  Wi-Fi.  I  tried  two — and  ran 
into  networking  troubles.  First  I  cabled  the  computer  to  the 
$450  Nikon  S6  via  its  dock  to  set  things  up.  But  it  refused  to 
connect  to  my  wireless  home  network.  A  second  try  got  the 
camera  to  see  the  network  but  not  the  Nikon  software  on  my 
PC.  Eventually  I  spotted  a  footnote  in  the  manual  mentioning 
that  some  settings  on  my  router  would  have  to  be  reconfig 
ured— but  not  enough  info  to  make  it  work. 

The  Canon  PowerShot  SD430  Digital  Elph  got  farther.  It 
comes  with  a  wireless  adapter  that  can  make  some  printers 
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Fidelity 


EXCELLENCE  IS  THE  BEST  INVESTMEN 


Associating  your  corporation  with  Titleist.  the  #1  ball  in  golf,  makes  a  strong  statement  about  your  commitment  to  excellence  on  and  off 
the  course.  That's  always  a  smart  investment.  You  can  choose  from  five  Titleist  golf  ball  models:  Titleist  Pro  VI.  Pro  Vlx,  NXT,  NXT'  Tour  and 
DF  SoLo.  Titleist  provides  the  sophisticated  color  reproduction,  creative  capabilities  and  highest  quality  standards  that  your  brand  deserves. 
For  information  about  Titleist  logoed  golf  balls  and  custom  packaging  with  your  logo,  contact  your  local  golf  shop  or  visit  titleist.com/customball. 

#lballiii  z(M: 


©2006  Acushnet 


an  operating  -company  of  Fortune  Brands.  Inc.  NYSE 
ad  is  for  illustrative  purposes  bnl>  a^d  does  not  imply  endor: 


web  site  at  www.titleist.cc 

lip  of  Titleist  gcti  balls 
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Wi-Fi;  I  didn't  try  that.  But  its  clever  PC 
software  lets  you  transfer  shots  to  and 
from  your  computer.  And  you  can  con- 
trol the  camera  from  it,  watching  the 
image  on  your  computer  monitor. 

Amusing,  but  it  had  problems  with 
software  firewalls.  The  SD430  worked 
fine  with  the  Windows  firewall,  but  not 
with  ZoneAlarm,  the  software  I  use.  ' 
Unless  you  really  need  to  control  your 
camera  from  the  next  room,  Wi-Fi  gives 
you  needless  complexity  and  a  reduction  in 
battery  life  in  exchange  for  eliminating  the 
annoyance  of  a  cable.  For  now,  it's  not  a 
good  trade. 

Sticks  of  Memory 

SD,  XD,  CompactFlash,  Memory  Stick  Duo  or 
Memory  Stick  Pro  Duo?  If  you've  already  got 
an  investment  in  a  previous  format,  you  may 
want  to  look  for  a  new  camera  that  can  accept 
what  you  already  have. 

But  you'll  definitely  need  something, 
preferably  a  gigabyte's  worth.  When  cameras 
do  come  with  internal  memory  or  a  pop- in  card,  its  rarely 
good  for  more  than  a  dozen  high-quality  shots.  And  watch 
out  for  card  speeds:  Sony's  latest  cams  won't  record  their  best 
video  on  Memory  Stick  Duo  cards;  for  that  you  need  the  faster 
Memory  Stick  Pro  Duo.  Older,  slower  CompactFlash  and  SD  cards 
may  slow  down  today's  cameras. 


Decent  Exposures 


Among  the  models  I  tested,  these  are  my  purely  personal 
preferences  in  five  different  categories. 


GOOD  DEALS 

PRICE 

PROS 

Sony  Cyber-shot  DSC-S600 

$190 

6  megapixels,  quick  on  the  draw. 

Canon  PowerShot  A430 

$150 

4X  zoom  gets  you  closer. 

Nikon  Coolpix  14 

$130 

Handy  package. 

LONG  LENS 

Panasonic  Lumix  DMC-TZ1 

$350 

Fits  in  a  pocket. 

Sony  Cyber-shot  DSC-H2 

$400 

High  power/price  ratio. 

FOR  SLIMMER  POCKETS 

Sony  Cyber-shot  DSC-W100 

$350 

8  megapixels,  speedy  shooting. 

Canon  SD430  Digital  Elph 

$450 

For  Wi-Fi  fanatics. 

UNDERWATER 

Pentax  OptioWIO 

$275 

Works  topside,  too. 

SLR 

Canon  Digital  Rebel  XT 

$800   The  SLR  for  everybody  but  pros. 

Forbes 


Stephen  Manes  (smanes@forbes.com)  is  cohost  of 

PC  World's  Digital  Duo,  which  appears  weekly  on  public 

television.  Visit  his  home  page  at  www.forbes.com/manes. 


Many  Modes 

Thanks  to  increasing  chip  capacity  and 
power,  2006  seems  to  be  the  year  of  special 
built-in  modes.  Some  are  genuinely  useful. 
Some  are,  well,  not.  Casio's  Exilim  EX-Z600 
includes  an  Ebay  mode  that  delivers  a  down- 
sized 2-megapixel  photo  for  posting  that 
coveted  left-handed  frammistan  on  the  pop- 
ular auction  site — but  it  also  has  a  "soft  flash" 
mode  that  sounds  better  than  it  works. 
Foodies  who  like  to  document  everything 
they  eat  may  like  the  "food  modes"  found  in 
cameras  like  the  Pentax  Optio  A 10.  The  Optio 
also  has  a  panel  that  lets  you  pick  which 
modes  stay  in  effect  when  you  start  the  cam- 
era again— an  extremely  useful  feature  that 
competitors  should  try  to  copy.  But  Pentax 
also  has  an  obscure  "pet  mode"  designed  to 
capture  a  moving  dog  or  cat — but  that,  in  a  fit 
of  petical  correctness,  works  precisely  the 
same  way  whether  you  pick  the  cute  pup  icon 
or  the  matching  kitty. 

Nikon  offers  a  portrait  mode  that  prom- 
ises to  find  faces  rather  than  focus  on  the 
background.  But  it  never  worked  convincingly 
in  the  models  I  tried.  The  big  screen  on  Fuji's 
FinePix  V10  lets  you  use  up  the  battery  playing 
four  ancient  arcade  games — some  of  them 
incorporating  your  own  photos — to  modestly  enliven  a  lull  at 
your  nephew's  birthday  party. 

Several  makers,  including  HP  and  Nikon,  offer  a  range  of 
post-shooting  modes  that  let  you  transform  photos  good  and 
bad  in  a  variety  of  "creative"  and  technical  ways.  Red-eye 
removal  in  both  brands  usually  works  quite  well.  Nikon's 
D-Lighting  feature  boosts  underexposed  shots  but  not  in  a  ter- 
ribly useful  way.  And  a  potential  solution  to  the  nation's  obesity 
problem  comes  from  the  HP  Photosmart  R927's  "slimming" 
mode  that  lets  you  apply  a  funhouse-mirror  distortion  to  your 
fatso  and  not-so  friends. 

But  that's  not  the  oddest  mode.  For  my  money,  that's  the 
Panasonic  option  that  lets  you  set  the  start  date  of  your  vacation. 
From  then  on,  you  can  automatically  print  the  shot  with,  say,  the 
numeral  3  to  signify  the  third  day  of  your  vacation.  Call  that 
the  obsessive-compulsive  mode.  F 


Pets  and  playtime: 
Pentax  Optio  A10, 
Fuji  FinePix  V10. 


Please  turn  the  page  to  see  our  Mavericks 
gatefold  feature  V 
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GE  proudly  salutes  the  Mavericks  who  are  changing  the  face  of  tomorrow. 


The  seeds  of  a  new  idea 
have  been  sown. 


imagination  at  work 


I  Maverick! 


HE  FOURTH  WEDNESDAY  OF  JULY  2005  Viay  Enernoc  an  annual  fee.  It  can  surpass  $100  per  kilowatt  prom- 
the  fifteenth  day  of  a  searing  heat  wave  in  ted  in  places  such  as  Long  Island  or  in  Manhattan.  (Gas-fired 
Northeast.  Late  that  morning,  as  the  mercteaking  plants  cost  in  the  neighborhood  of  $400  per  kilowatt.) 
hit  the  mid-90s  and  air  conditioners  crantnernoc  shares  that  fee  with  its  customers.  If  and  when  the  prom- 
on  across  the  region,  electrical  grid  operated  power  is  taken  offline,  Enernoc  gets  paid  again,  at  a  market 
anxiously  watched  the  demand- needle. ate  per  kilowatt-hour,  sharing  that  with  clients,  too.  Say  a  corn- 
New  England  customers  were  pulling  doiercial  account  is  paying  10  cents  a  kilowatt-hour  for  power.  By 
27  gigawatts  of  juice,  23%  more  than  thimming  its  lights  in  an  emergency  it  saves  the  10  cents  and  gets 
average  demand.  If  nothing  was  done,  the  region  would  suiaid  another  50  cents  or  so  per  kilowatt-hour  as  a  bumping  fee. 
rolling  brownouts  and  maybe  a  wide  blackout.  nernoc  also  gets  50  cents. 

Just  before  1  p.m.  both  the  New  England  and  New  York  g 
operators  sent  e-mails  to  David  Brewster,  34,  and  Timoj 
Healy,  37,  who  run  Enernoc,  a  tiny  Boston  company  with  a  v 
valuable  computer  network.  "We  knew  it  was  game  on,"  s 
Brewster. 

Enernoc's  computers  sent  commands  to  control  units 
250  commercial  and  industrial  buildings  in  the  region.  Wit/ 
minutes  backup  generators  had  switched  themselves  on 
Western  Connecticut  State  University  in  Danbury  and  at  I 

ney  Bowes  in  Stamford.  At  23  Pathmark  grocery  stores,  ovjnditioner  is  a  power-hungry  appliance. 

head  lighting  dimmed  to  nighttime  shelf-stocking  mode.  f  jfs  g  flpy  generator  I  By  Monte  Burke 

told,  Enernoc  delivered  130  megawatts  (an  eighth  of  a  gf  '  ■*  " 


rokers 


Off  the  Grid  

Enernoc  contracts  with  commercial  and 
industrial  electricity  users  to  reduce  their 
load  on  the  power  grid  in  times  of  need. 
When  called  upon,  its  clients  turn  on 
backup  generators  or  dim  their  lights.  On 
a  hot  July  day  last  year  Enernoc  took  130 
megawatts  off  the  New  England  and  New 
York  electrical  grids  for  six  hours,  averting 
potential  rolling  blackouts. 
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=  2500  kw,  the  equivalent  power  used  by  7  supermarkets. 
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GE's  advanced  desalinatiajcomotive 
wherever  it's  needed  mos^ceeds 
Already,  we're  reclaiming 


is  designed  to  be  more  fuel  efficient  and 
stringent  EPA  emissions  standards,  making  the 
)r  all.  This  is  the  "little"  engine  that  could.  And  will. 


ioc  monitors  the  Metro  New  York  grid  from  its  Boston  offices. 

ek  the  duo  had  commandeered  a  conference  room  (with 
iteboard)  and  made  it  their  unofficial  headquarters.  "By 
time  we  were  part-time  students  and  full-time  entrepre- 
s,"  says  Healy. 

a  mid-2001  Healy  and  Brewster  entered  their  idea  in  two 
ests,  one  for  entrepreneurship  and  another  for  venture  fund- 
They  lost  both.  "We  weren't  really  prepared,"  says  Healy.  "But 
jgot  us  focused  and  reminded  us  that  we  like  to  win." 
'  nlike  most  of  their  Dartmouth  business  school  peers, 
'  and  Brewster  graduated  in  2002  without  jobs.  It  was  Ener- 
>r  nothing.  They  filed  for  a  patent  for  their  technology  for 
users  back  into  the  wholesale  electricity  market.  But  fund- 
ed vanished  for  startups  in  the  wake  of  the  dot-com  bust, 
no  money  or  employees,  they  went  hunting  for  customers, 
had  to  ring  the  cash  register  first,"  says  Brewster. 
|n  early  2003  they  signed  up  Hannaford  Brothers,  a  northeast- 
:ery  chain  (owned  by  Delhaize  Group),  and  the  town  of 
kid,  Conn,  to  five-year  deals.  Then  they  hired  an  engineer 
Uon  a  meter  with  relay  switches  and  a  communications  port, 
iiernoc  has  since  signed  on  123  more  companies  to  four- 
ive-year  contracts,  including  ESPN,  AT&T  and  the  Massa- 
letts  Institute  of  Technology.  Brewster  and  Healy  are  now 
to  curtail  demand  by  BlackBerry,  handy  for  dealing  with 
nouts  from  the  seats  at  Fenway.  "At  the  rock-crushing 
s  they  literally  blow  the  whistle,  Fred  Flintstone-style,  and 
one  goes  home  for  the  day,"  says  Brewster, 
[ealy  and  Brewster  dream  of  people  someday  driving  a  fuel- 
ar  up  to  an  Enernoc  meter  during  peak  demand  and 
ping  electricity  back  into  the  grid.  "And  theyd  get  paid  for 
}ys  Healy,  whod  get  paid  for  it,  too.  p 


The  GEnx  is  one  of  the  mi 
produced,  and  it's  also  tlj 
fuel  efficiency  by  a  mass 
That's  what  happens  wh 


gination 


imagination  at  work 


DIAGNOSTICS 


The  DNA  Bar  Code 

An  innovative  method  for  coding  cell  samples  prevents  identity  mix-ups 
while  saving  labs  space  and  money  |  By  Mary  Ellen  Egan 


JAY  A.  TISCHFIELD,  CHAIRMAN  OF 
the  department  of  genetics  at  Rut- 
gers University,  has  one  of  the 
largest  DNA  banks  in  the  world. 
Maintaining  it  is  a  nightmare.  His 
100,000  cell  samples  need  freezers,  air 
conditioners  (and  backups  for  both), 
robotic  handlers,  repairmen,  alarms — and 
electricity  for  it  all.  He  figures  the  federal 
government  has  spent  at  least  $15  million 
in  an  eight-year  period  to  bank  and 
distribute  these  samples  on  behalf  of 
four  divisions  of  the  National  Insti- 
tutes of  Health. 

The  traditional  method  of  han- 
dling DNA  specimens  is  costly,  inef- 
ficient and  mistake  prone.  Labels  fall 
off  test  tubes,  freezers  fail,  and  sam- 
ples get  mixed  up.  The  Houston 
Police  Department's  DNA  lab  was 
shut  down  in  December  2002  after 
widespread  mistakes.  Hundreds  of  evi- 
dence samples  had  to  be  retested. 

There  may  be  a  better  way.  A  small, 
privately  held  biotech  firm  in  Carlsbad, 
Calif,  called  Gen  Vault  is  gaining  fans  with 
a  new  system  capable  of  storing  800  DNA 
plates  in  a  square  foot  of  space — at  room 
temperature.  Or  it  could  store  DNA  sam- 
ples from  500,000  people  in  the  space  of  a 
two-car  garage;  a  frozen  collection  that 
size  would  need  an  acre-size  warehouse. 
Instead  of  labels,  Gen  Vault  puts  a  tiny  bit 
of  unique  rice  DNA  into  each  human  cell 
sample,  a  sort  of  permanent  bar  code  for 
the  samples. 

The  Gen  Vault  plate,  the  size  of  an 
index  card  and  slightly  thicker,  contains 
384  tiny  wells,  each  lined  on  the  bottom 
with  special  paper  and  prefilled  with  a 
strand  of  synthetic  rice  DNA,  varying  in 
length  and  sequence.  Each  plate  is 
designed  to  hold  one  person's  DNA.  It 


GenVault's  plates  hold  a 
person's  DNA  at  room 
temperature  in  384  tiny 
wells.  Bits  of  rice  DNA  are 
mixed  in  to  identify  the 
sample.  Robotic  arms 
speed  the  retrieval  and 
testing  process. 


requires  a  total  of  4  milli- 
liters of  either  blood  or 
cheek  scrapings  to  fill  all 
the  wells. 

When  a  lab  is  ready  to 
run  a  test,  months  or  years  later,  a  techni- 
cian retrieves  the  plate  from  storage,  then 
simply  pops  out  one  or  more  of  the  wells. 
By  adding  a  solution  that  releases  both 
the  plant  and  the  human  DNA  from  the 
paper,  the  geneticist  can  then  analyze  the 
DNA  for  his  or  her  chosen  purpose — for 
example,  to  look  for  a  mutation  in  the 
human  DNA  sequence — with  the  rice 
DNA  sitting  alongside  harmlessly  and  act- 
ing as  an  ID  tag.  Gen  Vault  keeps  a  copy  of 
the  rice  DNA  sequences  and  plate  num- 
bers as  a  backup  if  the  lab  workers  fear  an 
identity  mix-up. 

Storing  blood  on  paper  at  room  tem- 
perature has  been  common  practice  since 
the  1960s,  but  the  method  does  not  pro- 


vide long-term  protection  against  san 
degradation  or  contaminatior 
GenVault's  technique  d 
And  the  alternative,  fr< 
ing  samples  of  blood 
other  genetic  materials 
problematic  as  well.  When 
is  thawed  and  refrozen, 
process  causes  the  DNA  strand 
fragment. 

GenVault's  system  is  be 
used  by  the  National  Institute 
Aging  and  the  Centers  for 
ease  Control  &  Preventiot 
well  as  by  police  labs  in ' 
ifornia  for  crime  sc 
evidence  collection.  1 
gear  is  pricey:  $100,000 1 
manual  archive  system 
990  plates  and  $659,00C 
a  fully  automated  sys 
with  storage  shuttles 
robotics. 

But  it's  a  big  cost-s; 
for  Wasun  Chantra 
chief  of  virology  and  mc 
ular  microbiology  at  Mahidol  Univei 
in  Bangkok.  "We  would  normally  r 
five  to  ten  freezers  to  store  8,000  sam] 
This  has  dramatically  cut  maintem 
costs,"  says  Chantratita.  He  and 
researchers  will  spend  the  next  tl 
years  analyzing  DNA  to  try  to  deterr 
which  HIV,  cardiovascular  and  o 
drugs  work  effectively  on  various  pal 
genetic  profiles. 

Chantratita  is  particularly  impre 
with  GenVault's  tagging  and  tracking 
ware.  "In  the  past  we  could  spend  an  1 
searching  the  entire  freezer  for  a  si 
tube,  and  now  we  can  find  a  sar 
within  just  a  few  minutes,"  he  says, 
on  freezer  burn,  too. 
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And  why  ADM  is  turning  corn  and  wheat,  soy  and 
cocoa  beans  into  your  fa/orite  foods. 


Somewhere  in  the  heartland  ■ 


sitting  down  to  breakfast. 


Thich  is  why  so  many,  work  so  long, 
and  take  their  job  to  heart. 


EMBRACE  THE 


"Real-time  numbers 
mean  real-time  insight' 


Microsoft  Dyrv&mir'.  logo,  .ind  "Your  potenfi.il 
>in  rhe  Unitc-d.Starpi *itrd/or  other  countries 


There  are  infinite  dynamics  in  business.  Master  them  all.  With  Microsoft  Dynamics! 

Presenting  Microsoft  Dynamics:  a  line  of  people-ready  business  management  solutions  for  financial  management, 
customer  relationship  management,  and  supply  chain  management.  It's  easy  to  learn  and  easy  to  use,  because  it 
looks  and  feels  like  the  Microsoft'  software  your  people  use  every  day.  And  that  makes  it  easy  for  them  to  put  the 
best  dynamics  to  work  in  your  business.  To  learn  more,  visit  microsoft.com/microsoftdynamics 


Financial  Management 
»  m  •  £%   r~\  *  Customer  Relationship  Management 

Microsoft  uvnamics    Supply  Chain  Management 


Projectors  can  do  wonders  for  your  presentations. 


(Not  to  mention  your  image.) 


InFocusWork  Big  IN26 

•  1700  ANSI  lumens  XGA  projector 

•  Contrast  ratio:  2000:1 

•  Lamp  life:  up  to  3000  hours 

•  1-year  limited  parts  and  labor,  90-day 
lamp  warranty 


InFocus 


^999 


CDW  927555 


Fujitsu  Lif eBook  T4020  Tablet  PC 

•  Intel  Centrino  Mobile  Technology 

-  Intel'  Pentium  "  M  Processor  740  (1 .73GHz) 

-  Intel  PRO/Wireless  291 5  (802.1 1  a/b/g) 

•  Memory:  512MB 

•  12.1 "  active-matrix  display 


FUJITSU 


$17710  NOTEBOOK 
*l/tT^     CDW  818361 

200  TRADE-IN' 


The  Technology  You  Need  When  You  Need  It. 

Do  your  presentations  look  as  good  as  "the  work  that's  in  them?  With  a  projector  they  will. 
Today's  projectors  are  more  affordable  and  easier  to  operate  than  ever.  CDW  has  a  wide 
selection  of  top-name  projectors,  and  all  the  accessories  you  might  need.  And,  with  our  fast 
delivery,  you'll  get  yours  in  no  time.  So  call  today.  You're  doing  great  work,  let  it  show. 


NEC  LT30 


2600  ANSI  lumens  XGA  projector 
Contrast  ratio:  1600:1 
Weight:  4.4  lbs. 

Automatic  shut-down  enables  projector  to  be  powered 
off  automatically  once  disconnected  from  the  outlet 
3-year  limited  parts  and  labor  including  InstaCare*, 
1  -year  lamp  warranty 


H  $1495 

^^B^j^J  CDW  867678 

Kensington  Wireless  Presentation  Remote 

•  Range  of  up  to  50  feet  away 

•  Wireless  USB  receiver  stores  conveniently 
inside  case 

$64.99  CDW  52991 1 


Eligible  processors  include  Intel  Pentium  II,  III  or  Intel  Celeron  Processor;  AMD  processors  do  not  qualify;  trade-in  values  are  estimates  only;  actual  trade-in 
values  may  vary  from  $100  to  S500;  all  products  must  be  in  good  working  condition  and  have  a  fair  market  value;  call  your  CDW  account  manager  for 
details;  offer  ends  bi 30/06.  .Offer  subject  to  CDW's  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©  2006  CDW  Corporation 


The  Right  Technology.  Right  Away. 

CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


Entrepreneurs  I 


HIGH  SPIRITS 


Gate  Crashers 

A  couple  of  French  entrepreneurs  find  an  edge  in 
the  rarefied  world  of  cognac  ]  By  Daniel  Fisher 


Created,  not  inherited:  Ferrand's  Jean  Dominique  Andreu  and  Alexandre 


J 


EAN  DOMINIQUE  ANDREU 
and  Alexandre  Gabriel  were 
business  school  classmates  at 
the  Institut  Superieur  de 
Gestion  in  Paris  with  hardly 


a  whiff  of  knowledge  about  cognac  when 
they  agreed  to  meet  a  tiny  French  distiller 
whose  owner  needed  help  running  his 
company. 

What  little  they  did  know  suggested  it 


would  be  a  waste  of  time.  The  business  has 
always  been  dominated  by  big  exporters; 
Hennessy,  Courvoisier,  Martell  and  Remy 
Martin  control  80%  of  the  worldwide  mar- 
ket Many  small  grape  growers  and  distillers 
across  the  4,200-square-mile  cognac  region 
have  been  held  by  the  same  families  for  a  cen- 
tury or  more.  "You  don't  start  a  cognac  busi- 
ness, you  inherit  one,"  says  Gabriel,  39. 

Andreu,  41,  a  former  French  special 
forces  soldier,  had  never  even  tasted  cognac 
until  he  and  Gabriel  met  with  Pierre  Fer- 
rand,  the  proprietor  of  the  distillery,  at  7:30 
one  Saturday  morning.  That  first  sip  con- 
vinced him,  however:  This  was  a  product 
that  would  sell  itself. 

Not  quite.  It  has  taken  17  years  of  con- 
stant travel  and  foot-in-the-door  salesman- 
ship to  establish  Pierre  Ferrand  as  a  fast-grow- 
ing cognac  brand,  albeit  on  a  tiny  scale:  Sales 
have  doubled  in  the  last  three  years  to  around 
$30  million  and  are  still  climbing,  powered 
by  a  U.S.  campaign  designed  to  capitalize  on 
the  weaknesses  of  the  big  liquor  combines  like 
Diageo,  Brown-Forman  and  Hennessy  bot- 
tler LVMH  Group. 

Distributors  still  hold  sway  in  the  U.S., 
thanks  to  strict  state  laws  governing  how 
liquor  can  make  it  into  retail  stores.  But  they 
don't  have  much  power  when  a  big  manu- 
facturer decides  to  yank  its  products  and  sell 
them  through  another  wholesaler.  Giant  dis- 
tillers also  are  squeezing  distributor  margins 
from  a  traditional  25%  to  below  10%  on 
bestselling  labels — while  failing  to  come  up 
with  high-growth  brands  to  replace  miss- 
ing profits.  That's  created 
openings  for  entrepreneurs 
like  the  late  Sidney  Frank, 
who  sold  his  Grey  Goose 
vodka  to  Bacardi  for  $2  bil- 
lion in  2004,  and  Paul 
Mitchell  Systems  cofounder  John  Paul 
Dejoria,  whose  Patron  tequila  helped  cre- 
ate a  new  category  of  ultrapremium  tequila. 
(What's  next,  high-end  eggnog?) 

Andreu  and  Gabriel  hardly  grasped  all 
this  when  they  launched  into  the  cognac 
business  in  1989.  Ferrand,  whom  they 
bought  out,  was  located  in  Grande  Cham- 
pagne, the  most  prestigious  of  the  six 
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www.shangri-i 


Luxury  and  the  city.  Island  Shangri-La,  Hong  Kong 

Breathtaking  views  of  Hong  Kong's  harbour.  A  convenient  location  next  to  the 
financial  district  of  Central.  And  the  exceptionally  high  standard  of  hospitality  you 
pect  from  Shangri-La.  These  are  the  qualities  which  enable  Island  Shangri-La  to  offer 
an  oasis  of  luxury  and  tranquillity  in  one  of  the  world's  most  vibrant  cities. 
Come  experience  it  for  yourself. 
www.shangri-la.com 


LOOKS  LIKE  SOMEONE  BROUGHT  IN  A  RINGER. 


The  all  new  Buick  Lucerne  available  with  the  legendary 
Northstar  V8  for  under  $30,000*  Something  the  Lexus  ES  330, 
Acura  TL  and  Infiniti  G35  don't  offer  at  any  price. 
Beyond  Precision,  Not  Beyond  Your  Reach. 
For  all  the  detai|s7>;$;t  buick.  ....  •<•• 


*MSRP.  Tax,  title,  license,  dealer  fees  and  optional  equipment  extra. 

©2006  GM  Corp.  All  rights  reserved.  Lucerne  is  a  registered  trademark  of  General  Motors  Corporation. 
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BEYOND  PRECISION 


/10NEY  WOMAN 


Desert 
Rose 

NAMED  TAHER  IS  RAISING  A  $10  BI 
private  equity  fund.  And  negotiating  tlfe 
print  on  a  batch  of  mutual  funds  she  wilL 
to  focus  on  the  volatile  Saudi  stock  n 
But  the  high-flying  head  of  Gulf  One  ] 
aent  Bank  still  can't  drive  her  own  car  or  vote, 
'ecause  Taher  lives  in  Saudi  Arabia. 

The  mere  fact  that  Taher,  an  outspoken  advod 
/omen's  rights  in  the  archconservative  kingdom,  hal 
Tominence  shows  that  maybe,  just  maybe,  this  oil-richl 
ry  is  ready  to  revamp  its  hidebound  ways  and  become  j 
'lace  for  Westerners  to  invest.  While  foreigners  are  I 
en  to  own  Saudi  stocks,  King  Abdullah  has  called 
lation's  Capital  Market  Authority  (its  Securities  &  Exd 
Commission)  to  permit  non-Saudis  to  buy.  Now  the  onll 
utsiders  can  invest  are  via  private  equity  pools  like  Gull 
r  several  Arab-owned  mutual  funds. 

The  incongruously  blonde  Taher,  39,  sheds  her  heal 
/hen  walking  around  Jeddah,  where  she  lives,  althougll 
ut  it  back  on  in  a  more  tradition-minded  place  like  RJ 
he  is  every  inch  the  well-spoken,  self-possessed  invesl 
anker,  with  a  Rolodex  and  friendships  that  would  be  thl 
>f  any  of  her  peers  on  Wall  Street  or  in  the  City  of  La 
he's  also  very  high  on  the  prospects  of  her  nation's  ecd 
nd  equally  upbeat  on  the  entire  Persian  Gulf  as  a  prol 
egion  for  global  investors.  "I  see  investment  opportuni I 
;rializing,"  says  Taher.  She  has  raised  most  of  the  initi 
illion  from  investors  throughout  the  Gulf  region,  incl 
audi  Arabia.  "They  believe  in  my  vision,"  she  says. 

Certainly,  continued  high  oil  prices  are  key 
ision  of  an  expanding  Saudi  economy.  Given  iht 
lobal  demand,  pricey  oil  seems  like  a  pretty  safe  bi 
/hat  really  encourages  Taher  is  that  King  Abdj 
rowned  after  the  death  of  his  half-brother  Fahl 
mgust,  wants  to  update  the  Saudi  economic  system 
3  do  it  right  this  time.  During  the  1970s  oil  boom, 
le  kingdom  last  tried  to  broaden  the  economic  base, 
etro-wealth  went  into  government-funded  boondcj 
nd  it  all  faded  with  crashing  crude  prices.  Now,  shd 
lere's  a  much  bigger  emphasis  on  private  enterprise 
/illingness  to  invite  Western  capital  into  the  kingdd 


-  1  Wk 
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Nahed  Taher,  the  first 
woman  to  head  a  large 
Saudi  investment  bank, 
says  the  arid,  hidebound 

kingdom  at  last  will 
flower  as  a  good  place 
for  Western  money. 

By  David  A.  Andelman 
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Mnngyftlnuesting  

both  securities  and  direct  spending.  Not  to  mention  increased 
financial  expertise,  and  some  hint  at  Western-style  accounting 
transparency. 

Today  Saudi  companies,  owned  by  the  state  or  the  royal 
family,  are  being  privatized.  Billionaire  Prince  Alwaleed  bin 
Talal  Alsaud,  Saudis  richest  man,  plans  this  year  to  take  pub- 
lic his  conglomerate,  Kingdom  Holdings,  on  the  Saudi 
exchange,  and  the  government  is  looking  at  private  ownership 
for  its  Saudi  Arabian  Airlines.  Taher's  new  private  equity  fund 
will  concentrate  on  infrastructure,  such  as  building  factories 
and  ports.  Saudi  wishes  to  become  a  leading  fertilizer  and 
petrochemical  provider. 

Of  course,  a  tanking  of  oil  prices  would  severely  harm 
such  a  sunny  scenario.  So  would  a  radical  Islamic  takeover  of 
the  country  or  serious  sabotage  of  its  oil  apparatus.  In  Febru- 
ary radicals  launched  an  unsuccessful  attack  on  the  Abqaiq  oil 
processing  center.  The  hardline  Wahhabi  school  of  Islam, 


appreciate.  As  a  result  Taher  got  a  good  grounding  in  how  to 
invest  and  nurture  the  companies  that  receive  bank  capital. 

In  2005  she  set  up  her  own  firm  in  Bahrain,  the  Gulf 
regions  financial  hub,  where  startups  are  easier,  and  she  will 
soon  have  approval  to  operate  in  her  homeland.  Exploding  oil 
prices,  robust  earnings  growth  (Saudi  companies  increased 
profits  31%' last  year)  and  the  kingdom's  increasingly  free- 
market  tilt  have  spurred  the  Saudi  stock  market.  Over  the  past 
three  years  the  79-stock  Saudi  exchange  rose  sevenfold. 

Emerging  markets  are  made  to  be  volatile.  The  Tadawul 
All  Share  Index  blew  past  the  20,000  mark  in  late  February, 
then  plunged  to  15,000  a  month  later.  Taking  the  role  that  J.P. 
Morgan  played  in  1907  in  New  York,  Alwaleed  stepped  in 
with  $2.8  billion  of  buy  orders.  That  worked  for  a  couple  of 
days,  then  stocks  headed  south  again.  In  February  the  Capital 
Market  Authority  tried  to  halt  the  decline  by  mandating  that 
no  stock  price  could  move  down,  or  up,  by  more  than  5% 


Persian  Gulf  Gambles 


Americans  can  buy  these  Arab  funds,  focused  on  Saudi  Arabia  and  nearby  lands,  via  brokers.  They  are  a  tad  risky. 

a 

ANNUAL 

TOTAL  RETURN 

MAXIMUM 

MANAGEMENT 

YEAR- 

LATEST 

3-YEAR 

ASSETS 

SALES 

FEE  MINIMUM 

TO-DATE 

12  MONTHS 

ANNUALIZED 

(SMIL) 

CHARGE 

PER  $100  INVESTMENT 

Naf  1  Commercial  Bank  funds  (Saudi  Arabia) 

AlAhli  Saudi  Dynamic  Trading  Equity 

-€.3% 

NA 

NA 

$156 

3% 

$1.85  $1,333 

AlAhli  Saudi  Riyal  Trade 

1.2 

3.8% 

2.1% 

2,104 

no  load 

0.75  1,333 

1 

AlAhli  Saudi  Trading  Equity 

3.5 

61.2 

86.5 

2,586 

no  load 

1.75  1,333 

|  Shuaa  Capital  funds  (Dubai) 

Arab  Gateway 

-1.7 

31.9 

49.8 

242 

3 

1.50'  100,000 

Emirates  Gateway 

-5.1 

50.3 

62.9 

74 

2 

1.502  54,496 

Performance  through  Mar.  31.  All  figures  in  U.S.  dollars  'Plus  20%  of  the  amount  by  which  the  annualized  rate  of  return  exceeds  10%. 
2Plus  10%  of  the  amount  by  which  the  annualized  rate  of  return  exceeds  8%.  NA:  Not  available  or  not  applicable. 
Sources:  Standard  &  Poor's;  Bloomberg;  Forbes. 

which  preaches  intolerance  toward  the  West,  is  potent  in 
Saudi;  15  of  the  19  Sept.  1 1  hijackers  were  Saudis. 

Taher,  however,  is  strongly  influenced  by  the  West.  She 
spent  five  years  as  a  child  in  Houston,  when  her  father  was 
posted  there  with  Petromin,  the  Saudi  state-owned  oil  com- 
pany. While  a  college  undergrad,  she  married  and  had  three 
children.  Her  16-year-old  son  now  attends  a  private  school  in 
Florida.  All  her  kids  studied  at  an  American  school  in  Jeddah. 

Taher  herself  got  an  economics  Ph.D.  from  Britain's  Lan- 
caster University.  Eager  to  "do  something  for  my  country,"  she 
turned  down  a  high-powered  International  Monetary  Fund 
job  and  in  2001  returned  to  Saudi  Arabia,  where  she  became 
the  first  woman  (among  4,000  men)  hired  at  the  National 
Commercial  Bank.  The  manager  told  her:  "I  am  going  to  take 
a  risk  on  you."  She  quickly  rose  through  the  ranks. 

Saudi  banks  are  more  like  private  equity  funds,  which  buy 
companies,  than  the  depository  institutions  common  in  the 
West.  Since  paying  interest  is  banned  under  Islamic  law, 
depositors  are  putting  money  into  a  pool  that  they  hope  will 


daily.  It  would  be  easy  to  laugh  at  this  bid  to  stop  the  tides, 
except  that  the  New  York  Stock  Exchange  has  a  "circuit 
breaker"  rule  just  like  it.  Saudi  regulators  relaxed  the  restric- 
tion after  the  market  perked  up  in  March. 

The  Tadawul  market  value  now  stands  at  $650  billion,  with 
a  fairly  expensive  P/E  of  37.  If  you  as  an  American  want  to  in- 
vest in  Saudi  Arabia,  the  only  path  is  with  a  handful  of  mutual 
funds  sponsored  by  Mideast  banks,  the  National  Commercial 
Bank  and  Shuaa  Capital  (see  table).  Large  brokers  like  Merrill 
Lynch  can  access  them  for  you.  Some  funds  aren't  yet  open  to 
Americans,  such  as  HSBC's  two  just-launched  portfolios.  Gulf 
funds  are  sharia-compliant,  meaning  they  make  no  investments 
in  pork  production,  alcohol  or  gambling.  Taher  aims  to  start  her 
mutual  funds  after  the  debut  of  her  private  equity  fund,  possi- 
bly by  fall,  and  hopes  to  let  Western  investors  in. 

Saudi  funds  tend  to  have  stiff  expense  ratios  and,  in  some 
cases,  hedge-fund-like  performance  fees,  as  well.  In  light  of 
Saudis  infant  market  and  political  dangers,  these  are  risky 
plays.  If  you  believe  Taher,  the  risks  are  worth  taking.  F 
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FOR  ULTIMATE  SAFETY 

iOLD  PROTECTS  YOUR  RETIREMENT  SAVINGS 


An  interview  with 
Jonathan  Rose,  President, 
The  Capital  Gold  Group, 
and  precious  metals 
investment  strategist 


As  an  investment  strategist,  how  would  you  characterize  the  U.S. 
ronomic  climate  today? 

:  It's  worrisome,  especially  in  light  of  Congress's  vote  to  raise  the 
.S.  debt  limit  to  $8.9  trillion  and  news  that  the  trade  deficit  is  at  a 
cord  $68.5  billion.  The  U.S.  dollar  is  affected  negatively  by  events 
ke  these.  This  is  the  fourth  time  in  George  Bush's  presidency  that 
le  debt  limit  has  gone  up,  and  indications  are  that  it  won't  be  the 
st.  Since  September  2005,  it  is  estimated  that  the  national  debt  has 
icreased  by  $2.42  billion  a  day.  Each  citizen's  share  of  the  debt  is 
aw  nearly  $30,000.  Those  numbers  are  staggering. 

[_:  What  does  this  mean  for  the  average  investor? 
:  It's  tragic.  The  recent  debt  limit  increase  averted  a  first-ever  default 
n  Treasury  notes  and  allowed  the  government  to  pay  for  the  Iraq  war 
id  large  entitlement  programs  like  Medicare  without  raising  taxes, 
/ith  no  clear  end  in  sight  in  Iraq,  you  have  to  wonder  how  much 
lore  borrowing  will  be  needed  and  when  investors  in  U.S.  Treasuries, 
ke  Japan  and  China,  will  say  they've  bought  enough.  As  for  the  trade 
eficit,  to  reduce  it,  the  U.S.  will  have  to  stop  buying  cars  from  Japan, 
othes  from  China  and  maybe  even  buy  less  oil.  That's  impossible. 
du  also  have  to  consider  the  record  federal  budget  deficit.  All  these 
ctors  devalue  the  dollar.  It's  not  a  pretty  picture  for  any  investor,  but 
think  it  may  fall  especially  hard  on  those  who  live  on  fixed  incomes. 

Can  you  elaborate  on  how  this  situation  will  affect  retirees? 
;  Paper-backed  assets  —  stocks  and  bonds, 
>r  example  —  are  hurt  when  the  economy  is 
eak.  The  clanger  for  retirees  is  that  their  sav- 
igs  may  lose  buying  power.  People  who 
tired  during  the  1980s  and  1990s  did  not 
cpect  to  be  paying  $3  a  gallon  for  gas.  If  they 
on't  have  a  contingency  plan  to  meet  unex- 
:cted  costs,  then  they're  probably  struggling. 


Qj  As  the  authority  on  precious  metals  investing,  how  is  The 
Capital  Gold  Group  protecting  its  clients'  assets  against  unforeseen 
economic  circumstances? 

A:  Portfolio  diversification  is  essential,  and  I  don't  just  mean  that 
you  should  have  stocks  or  bonds  from  different  industries.  You  need 
to  diversify  your  asset  classes.  I  firmly  believe  that  investors  who  are 
truly  interested  in  protecting  the  long-range  value  of  their  retirement 
savings  should  own  gold  or  other  precious  metals  like  platinum 
and  palladium  as  a  physical  asset.  Gold-backed  IRAs,  which  are 
relatively  easy  to  set  up,  are  another  option.  A  World  Gold  Council 
study  found  that  the  price  of  gold  has  kept  pace  with  inflation  for  at 
least  200  years.  That's  the  kind  of  security  that  retirees  need  and  that 
precious  metals  provide.  H 


MAKE  GOLD  PART  OF  YOUR  PORTFOLIO 
CALL  1-800-510-9594. 

JUST  FOR  FORBES  READERS: 
Make  a  gold  purchase  and  we  will  add 
a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FB-5806 
when  you  contact  us. 


The  Capital  gold  Group 
www.safeasgold.com 
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USHERS 


How  the  drug  industry 
abandoned  science 
for  salesmanship. 


By  Robert  Langreth  and  Matthew  Herper 


m  ■OVARTIS  EMPLOYS  SOME  OF  THE  BEST  MED- 

^^^T'ca'  researchers  in  the  world,  and  they  have  cre- 
H^HL  ated  such  lifesavers  as  Gleevec,  which  treats  a 

^SHk  I        deadly  form  of  leukemia.  But  what  is  the 
^Hkl      fourth-biggest  seller  in  the  Novartis  medicine 
HhHhb     w  cabinet?  No  lifesaver.  It's  Lamisil,  a  pill  for— 

^HHH     VB  horrors! — toenail  fungus.  The  main  effect  of 
the  fungus  is  that  it  turns  the  toenail  yellow;  it  can  hurt,  but  no 
one  has  died  of  this  inconvenience.  But  a  few  people  may  have 
died  taking  Lamisil.  Federal  regulators  have  linked  the  drug 
to  16  cases  of  liver  failure,  including  11  deaths.  Novartis 
says  most  of  the  patients  had  preexisting  illnesses  or  were 
also  on  other  drugs. 

Yet  10  million  Americans  have  taken  Lamisil,  which 
costs  $850  for  a  three-month  treatment.  They  have 
been  lured  by  a  grotesque  cartoon  creature  called  Dig- 
ger the  Dermatophyte,  a  squat,  yellow  fellow  with  a 
dumb-guy  New  York  accent.  In  TV  ads  he  lifts  a  toenail 
as  if  it  were  the  hood  of  a  car,  then  creeps  beneath  it  to 
declare,  "I'm  not  leavin!" 

TNS  Media  Intelligence  calculates  that  Novartis  has  spent  $236 
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million  on  Lamisil  ads  in  three  years  (Novartis  says  it  has  spent 
only  $100  million).  The  first  run,  which  featured  Digger  being 
crushed  by  a  giant  Lamisil  tablet,  so  overstated  the  drug's  benefit 
that  regulators  objected  and  the  company  had  to  pull  the  spots; 
the  drug  fully  cures  the  problem  in  only  38%  of  patients.  But  the 
ad  blitz  undeniably  was  effective:  Lamisil  sales  jumped  19%  to 
$1.2  billion  worldwide  in  2004  and  held  steady  last  year. 

LAMISIL'S  RISE  POINTS  UP  WHAT  IS  WRONG  WITH  THE 
drug  industry  today:  the  triumph  of  salesmanship  over 
science.  The  industry  spends  a  fortune  to  create  and  sell 
a  raft  of  me-too  remedies  aimed  at  quelling  sometimes 
trivial  maladies,  even  as  research  pipelines  run  dry,  patents  on 
old  drugs  expire  and  critical  areas  of  medicine  go  underserved. 
Sometimes  the  marketing  improves  health;  Americans  would 
probably  be  better  off  if  more  of  them  were  hounded  into  taking 
pills  to  lower  cholesterol  and  blood  pressure.  Sometimes  the 
result  is  the  reverse,  as  when  side  effects  from  an  overhyped  and 
overprescribed  medicine  are  fatal. 

"The  dominance  of  marketing  over  research  has  done  real 
damage  to  company  pipelines,"  says  Jurgen  Drews,  former 
research  chief  for  Roche.  A  decade  ago  he  predicted  a  research 
slump;  it  has  arrived.  A  total  of  87  major  drugs  with  $31  billion  in 
combined  annual  sales  have  lost  patent  protection  since  2002,  but 
new  drugs  aren't  arriving  fast  enough  to  replace  them.  Only  20 
were  cleared  by  the  Food  &  Drug  Administration  last  year,  down 
from  53  a  decade  ago. 

Drugmakers,  says  Maryland  psychiatrist  Jack  E.  Rosenblatt, 
editor  of  Currents  in  Affective  Illness,  "don't  seem  to  realize  that 
this  is  not  toothpaste  or  shampoo,  that  they  are  dealing  with 


something  that  can  really  hurt  people." 

The  industry's  malaise  is  certainly  visible  on  Wall  Street.  The 
ten  largest  drugmakers  have  lost  $130  billion  in  combined  mar- 
ket value  in  two  years,  a  12%  decline  at  a  time  when  the  S&P  500 
Index  is  up  12%.  They  have  endured  scandal  after  scandal  over 
drug  safety  and  dubious  sales  practices.  A  total  of  17  drugs  have 
been  recalledin  the  past  decade.  Wyeth's  withdrawal  of  diet  drug 
Redux  in  1997  led  to  $22  billion  in  damages  and  counting 
(FORBES,  Apr.  10). 

Vioxx  could  yet  eclipse  that.  Merck's  new-generation 
painkiller — touted  to  consumers  at  a  cost  of  $550  million  over 
five  years— was  recalled  in  September  2004  when  a  study  showed 
that  patients  on  it  for  18  months  had  double  the  risk  of  heart 
attacks.  In  the  ensuing  legal  onslaught  10,000  suits  have  been 
filed,  seeking  billions  in  damages  and  accusing  the  company  of 
misleading  doctors  and  the  feds.  Last  month  Merck  lost  a  $13.5 
million  verdict  to  one  heart  attack  survivor,  its  second  defeat  in 
five  cases  tried.  There  are  more  potential  lawsuits  lurking  where 
these  came  from. 

The  drug  industry,  of  course,  rejects  the  criticisms.  Novartis 
says  its  Lamisil  spending  "absolutely"  "in  no  way"  has  taken  away 
resources  from  research  into  more  serious  diseases  and  that  it 
spends  far  more  on  its  cancer  drugs.  "Absolutely,  marketing 
doesn't  trump  science— this  is  a  science-driven  industry,"  says 
Scott  Lassman,  a  lawyer  for  Phrma,  the  industry  trade  group.  He 
says  makers  have  taken  steps  to  curb  any  excesses  and  give  ads  a 
"more  sober  tone."  Pfizer  research  chief  Martin  Mackay  says,  "We 
are  thought  of  as  monsters,  but  I  don't  know  of  a  single  case 
where  we  have  been  driven  to  take  risks  on  a  compound  because 
of  a  marketing  push.  I  would  not  let  it  happen." 


Since  drug  advertising  restricti 


Sources:  TNS  Media  Intelligence  (ad  budget);  company  statemen 
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:ood  S  Drug  Administration. 


Drug  firms  have  tripled  the  ranks 
of  salespeople  to  100,000  That's  one  seller 
 for  every  9  docst  up  from  one  for  18.  


Says  Bristol-Myers  Squibb  Chief  Executive  Peter  Dolan:  "The 
biggest  disconnect  for  me  is  between  how  the  industry  is  por- 
trayed and  how  people  in  it  actually  feel  about  what  they  do." 

Yet  Big  Pharma's  focus  on  marketing  is  undeniable,  and  it 
spends  hugely  on  it.  The  top  ten  drug  firms  invest  $42  billion  a 
year  on  research,  14%  of  sales — yet  they  plow  more  than  twice 
that  much  into  marketing  and  administration.  In  a  decade  drug 
firms  have  almost  tripled  the  ranks  of  salespeople  calling  on 
physicians,  to  100,000,  according  to  Verispan.  That's  one  seller 
for  every  9  docs;  in  1996  it  was  one  for  18.  Often  they  encourage 
unauthorized  off-label  uses  or  sponsor  "continuing  medical  edu- 
cation" sessions  to  stoke  more  prescriptions  and  broaden  a 
drug's  patient  base. 

EVEN  THE  RESEARCH  LAB  IS  MORE  MARKETING- 
driven  than  ever.  More  than  $9  billion  a  year  in 
research  spending  goes  to  clinical  trials  of  drugs  that 
are  already  approved  or  may  soon  be — often  to  snare 
new  ad  slogans.  That  is  up  90%  in  four  years,  says  Goldman 
Sachs.  Some  of  these  ad-driven  trials  are  skewed  to  pit  the  spon- 
sor's full-strength  product  against  a  weaker  dose  of  a  rival  pill.  Yet 
drugmakers  have  failed  to  begin  two-thirds  of  the  1,200  post- 
marketing trials  required  by  the  FDA. 

The  slogan-geared  trials  provide  fodder  for  an  explosion  in 


consumer  advertising  of  drugs,  which  had  been  highly  restricted 
for  decades  before  rules  were  eased  in  the  1990s.  Ad  spending  in 
the  U.S.  has  soared  eightfold  in  nine  years  to  $4.8  billion,  says 
Nielsen  Monitor-Plus.  TV  spots  ply  supposed  low-risk,  quick 
fixes  to  millions  of  people:  Try  Zoloft  to  get  happy;  gobble  a 
state-of-the-art  pain  pill  when  aspirin  would  work  fine.  Drugs 
designed  for  narrow  sets  of  patients  end  up  in  the  hands  of  a  far 
broader  audience. 

"It  creates  demand  where  there's  not  even  disease  there," 
complains  internist  Robert  Centor  of  the  University  of  Alabama. 
Drug  giants  "do  it  in  a  devious  way,"  he  says.  "I  wish  they  didn't 
spend  all  that  money  on  marketing." 

Merck's  marketing  of  the  painkiller  Vioxx  was,  in  retrospect, 
all  too  successful,  contributing  to  the  multibillion-dollar  liability 
now  looming  over  the  company.  Vioxx,  part  of  a  new  class  of 
drugs  known  as  COX-2  inhibitors,  had  been  intended  for  only  the 
small  slice  of  patients  who  can't  stomach  aspirin.  But  it  ended  up 
in  the  hands  of  20  million  people,  driven  by  ad  spending  of  $550 
million  in  five  years,  says  ad  tracker  TNS.  Some  spots  had  1970s 
Olympic  figure  skater  Dorothy  Hamill  twirling  on  the  ice. 

Vioxx's  chief  rival,  Celebrex  from  Pfizer,  also  reached  a  far 
broader  market  because  of  splashy  ads.  About  60%  of  patients  on 
the  drugs  had  low  ulcer  risk  and  might  have  fared  just  as  well  on 
older  generics,  say  researchers  at  the  University  of  Chicago  and 


eased  in  1997,  several  campaigns  have  raised  eyebrows  and  ire. 


Lunesta 

(Sepracor) 

TREATS 
Insomnia 


ijiJU'i:-:  I'  (W)  j) 
$215  million 

U.S.  SALES 
$329  million3 

i'ii:;  I'ircii 
i  First  snooze  pill 
oproved  for  long-term 
use. 

Nl:;  IIICMI 
Long-term  studies 
compared  only  to 
icebo,  not  rival  drugs. 


Nexium 

(AstraZeneca) 

TREATS 
Heartburn 

■',';:)'■:[  i' 
$226  million 


U. 


$3.1  billion 

ri  r;".  men 
"The  healing 
purple  pill"  insists 
"better  is  better." 

i'ii;;  iiikii 
Difference  from 
rivals  is  actually 
tiny. 


Crestor 

(AstraZeneca) 

;  TREATS 
High  cholesterol 

AD  BUDGET 
$142  million 

U.S  SALES 
$730  million 

THE  PITCH 
"In  a  head-to-head 
test,  its  lowering 
effect  was  clearly 
the  best." 

I'll:-  lln'CII 
Difference  was  not 
statistically 
significant. 


Novartis  disputes  this  value.  2  IMS  Health.  3  First  nine  months  on  market. 
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Stanford.  Pfizer  says  most  gastrointestinal  complications  occur  in 
patients  who  are  not  at  high  risk. 

"People  would  come  in  asking  for— demanding  [a  COX-2 
inhibitor]— and  sometimes  threaten  to  find  a  new  doctor  if  I  did- 
n't prescribe  it,"  says  physician  John  Abramson,  a  clinical  instruc- 
tor at  Harvard  Medical  School  who  has  consulted  for  plaintiff 
lawyers.  "Vioxx  wasn't  a  bad  drug  for  everyone,  it  was  a  bad  drug 
for  certain  patients,"  says  Chris  D.  Robbins 
of  Arxcel,  which  consults  to  pharmacy 
benefit  managers.  "Unfortunately,  people 
saw  the  ads  and  started  demanding  the 
drugs  from  their  doctors." 


mm 


TV  ads  for  prescription  drugs  were  rare 
until  Aug.  12,  1997,  when  the  FDA  lifted 
restrictions  to  let  spots  run  without  lengthy 
disclaimers  of  nasty  side  effects.  Three  days 
later  Schering-Plough  began  a  prime-time 
campaign  for  its  antihistamine  Claritin, 
featuring  smiling  folks  frolicking  in  hay 
fields  to  the  tune  of  Irving  Berlin's  "Blue 
Skies."  Schering  upped  the  ante  in  1998 
with  one  of  the  first  celebrity  pitches,  by  TV 
personality  Joan  Lunden.  Claritin  sales 
climbed  50%  in  1997  and  30%  more  in 
1998,  hitting  $2.3  billion.  Schering's  stock- 
market  value  approached  $90  billion  by 
mid- 1999.  Claritin  lost  patent  protection  in 
2002.  No  problem:  Schering  was  ready 
with  Clarinex,  a  look-alike  successor  that 
still  brings  in  $646  million  in  annual  sales, 
even  though  its  predecessor  is  sold  over- 
the-counter  at  one-tenth  of  the  price.  The 
shift  didn't  help  enough:  Schering  had  a 
mediocre  pipeline,  and  today  its  market 
cap  is  down  by  two-thirds  to  $27  billion. 


The  five  drug  categories  below 
suffer  no  lack  of  treatments.  The 
share  leader  in  each  group  may  be 
better,  or  just  better  marketed. 

ANTIDEPRESSANTS 

Zoloft  17% 

ing  Effexor, 


AINKILLERS 


that  targeted  only  25%  of  breast  cancer  patients,  Levinson 
recalls.  Now  the  drug,  Herceptin,  is  near  $1  billion  in  annual 
sales.  "If  you  are  developing  novel  drugs,  you  don't  need  sales 
forces  of  tens  of  thousands." 

Some  drug  firms  stopped  researching  in  critical  areas  even  as 
they  focused  on  pop  pills.  Eli  Lilly  &  Co.  had  dominated  the 
antibiotic  field  for  decades,  and  new  remedies  are  badly  needed  to 
kill  drug-resistant  superbugs.  Yet  in  the 
&a  ||        1990s  the  company  sold  off  three  promis- 
MMWr         m^  antibiotics  and  antifungals,  two  of 
I  which  went  on  to  win  approval.  Lilly 

exited  antibiotic  research  entirely  in  2002, 
believing  the  chances  of  success  were 
higher  with  antivirals.  The  next  year  Lilly 
and  partner  Icos  spent  $243  million 
launching  their  me-too  pill  for  erectile  dys- 
function, Cialis.  Barry  Eisenstein,  who 
headed  Lilly's  antibiotic  program  from 
1992  to  1996,  says  drugs  for  chronic  condi- 
tions, like  Prozac,  are  seen  as  "a  much  bet- 
ter and  easier  business  proposition."  Lilly 
says  that  any  contention  that  it  didn't  pur- 
sue antibiotics  to  chase  mass-market 
blockbusters  is  simply  not  valid. 
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Ambien  62% 


OTHER  COMPANIES  FOLLOWED 
with  ads  for  antidepressants, 
heartburn  drugs,  painkillers 
and  impotence  pills.  Pfizer 
found  its  erectile  dysfunction  pitchman  in 
Senator  Bob  Dole,  then  age  75.  Wall  Street 
cheered  the  changes.  "We  had  the  whole 
financial  community  focused  on  block- 
busters and  maximizing  the  revenues  and 
aggressive  marketing,"  says  Daniel  Vasella,  chief  executive  of 
Novartis,  which  TNS  Media  Intelligence  says  has  spent  $235  mil- 
lion in  three  years  advertising  Zelnorm.  (Novartis  disputes  the 
amount.)  The  drug,  which  treats  irritable  bowel  syndrome,  costs 
$200  a  month. 

In  the  rush  to  find  big  sellers,  many  companies  fell  into  a 
herd  mentality  and  focused  on  the  same  few  common  ailments, 
says  Genentech  Chief  Arthur  Levinson.  "Everyone  was  doing 
the  same  thing,  so  the  chances  of  success  got  smaller  and 
smaller."  Big  Pharma  "said  we  were  nuts"  to  test  a  cancer  drug 


others  in<  hiding  Lunesta 
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HEARTBURN  DRUGS  (PPIS) 

Nexium  29% 

~2  others  including  Prevacid, 
Prolonix 


HE   EASIEST  PROFITS  COME 
from  me-too  drugs,  says  John 
Santa,  medical  director  at  Ore- 
gon Health  &  Science  Univer- 
sity. Genuine  discovery  is  a  risky  busi- 
ness, "more  like  drilling  for  oil."  Instead  of 
prospecting  for  real  cures,  some  compa- 
nies repackage  old  drugs  with  the  mini- 
mal tweaks  needed  to  get  a  new  patent. 
Then  they  stage  exhaustive  trials  aimed  at 
unearthing  some  slender  advantage  that 
can  be  cited  in  advertising. 

One  throwback,  the  Lunesta  sleeping 
pill  from  Sepracor  that  came  out  early  last 
year,  is  based  on  a  remedy  first  approved 
in  Europe  two  decades  ago.  It  is  very  sim- 
ilar to  Ambien,  which  is  made  by  Sanofi- 
Aventis  and  racks  up  U.S.  sales  of  $1.6  bil- 
lion annually  (on  an  ad  budget  of  $130 
million).  Lunesta  garnered  $330  million 
in  sales  in  its  first  nine  months  on  the  market  thanks  to  TV  spots 
featuring  a  diaphanous  cartoon  butterfly  flitting  in  and  out  of 
moonlit  bedrooms.  Tagline:  "Leave  the  rest  to  Lunesta."  Sepracor 
spent  $215  million  last  year  advertising  Lunesta,  says  TNS. 

To  differentiate  Lunesta  from  Ambien,  Sepracor  tested  its 
drug  versus  a  placebo  in  1,600  patients  for  six  months,  something 
Ambien's  maker  hadn't  bothered  to  do.  The  trials  let  Sepracor 
claim  in  print  ads  that  Lunesta  "is  the  first  and  only  hypnotic 
approved  for  long-term  use." 

Prescriptions  for  sleeping  pills  are  up  48%  in  five  years  to  43 
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million  prescriptions  annually,  driven  by  the  huge  ad  spending 
for  Ambien  and  Lunesta.  Sales  are  up  140%  in  the  same  period  to 
$2.76  billion.  Yet  the  newer  drugs  "are  no  better  than  older  ones 
costing  about  one-tenth  as  much,"  says  John  Abramson  of  Har- 
vard. "Has  insomnia  become  an  epidemic  in  the  past  five  years? 
Or  are  the  makers  skillfully  leading  Americans  [to]  an  expensive 
drug?"  he  asks.  Sepracor  points  to  an  Institute  of  Medicine  report 
highlighting  insomnia  as  a  serious  problem. 

ASTRAZENECA,  FACED  WITH  PATENT  EXPIRATION  ON 
its  blockbuster  for  acid  reflux,  Prilosec— touted  as 
"the  purple  pill"— tweaked  it  a  bit  to  create  "the  new 
purple  pill,"  Nexium.  AstraZeneca  studied  high  doses 
of  Nexium  in  five  trials  totaling  12,000  patients.  All  this  to  show 
the  drug  helped  the  esophagus  heal  in  an  extra  one  in  20  patients, 
compared  with  Prilosec  or  competitor  Prevacid. 

The  payoff:  Nexium  now  is  touted  as  "the  healing  purple  pill," 
hawked  in  ubiquitous  TV  spots.  In  one,  a  sterling- haired  man  in 
black  cites  the  "exciting  news"  from  one  of  the  studies  and  con- 
cludes, "Better  is  better."  Nexium  is  the  third-best-selling  drug  in 
the  world,  according  to  IMS  Health,  with  $5.7  billion  in  sales  and 
an  ad  budget  of  $226  million  last  year.  Never  mind  that  some  of 
the  trials  were  stacked:  In  three  of  the  big  trials  AstraZeneca 
pitted  high  doses  of  Nexium  versus  half  the  dose  of  Prilosec;  it 
never  bothered  to  test  whether  twice  the  Prilosec  dose  would  be 
equally  effective.  AstraZeneca  says  there  are  "clear  differences" 
between  the  two  purple  pills  and  notes  that  one  equal -dose  study 
showed  a  statistical  advantage  for  Nexium  in  esophageal  healing. 
In  another  instance  AstraZeneca  staged  trials  that  fizzled  but 
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The  ten  largest  drugmakers  have 

lost  $130  billion  in  combined 
market  value  in  two  years. 


used  them  for  a  new  ad  claim  anyway.  Before  it  won  approval  in 
August  2003,  AstraZeneca  studied  its  Lipitor  look-alike,  Crestor, 
for  cholesterol  reduction,  in  24,000  patients,  hoping  to  prove 
superiority.  But  the  only  dose  of  Crestor  that  clearly  beat  Lipitor 
turned  out  to  cause  kidney  problems  and  never  won  FDA 
approval.  Nonetheless,  after  Crestor  s  debut  AstraZeneca  used 
ads  featuring  a  voiceover  by  the  stentorian  actor  Patrick  Stewart 
of  Star  Trek:  The  Next  Generation,  in  Seussian  rhyme:  "When 
Crestor  performed  in  a  head-to-head  test,  its  lowering  effect  was 
clearly  the  best." 

That  claim  brought  a  rebuke  from  the  FDA  in  March  2005. 
The  company  halted  the  ads,  but  it  now  is  testing  Crestor  in 
30,000  more  patients.  AstraZeneca  notes  that  Crestor  is  the  only 
statin  shown  to  clear  plaque  out  of  the  arteries. 

The  drug  industry  has  begun  to  restrain  its  own  advertis- 
ing. Last  June  Bristol-Myers  Squibb  took  a  first  step,  announc- 
ing that  it  would  wail  a  year  after  drugs  hit  the  market  to  begin 
running  ads,  leaving  time  for  doctors  to  learn  about  a  medi- 


cine and  for  side  effects  to  crop  up.  Companies  are  now  sub- 
mitting ads  to  the  FDA  before  they  run  and  are  more  clearly 
stating  big  risks. 

But  myriad  drugmakers  have  plenty  of  ways  to  game  the  sys- 
tem. In  the  market  for  new  schizophrenia  treatments  Lilly  and 
Johnson  &  Johnson  and  others  have  run  21  head-to-head  trials — 
and  90%  of  the  time  the  conclusions  favor  the  sponsor's  drug, 
according  to  research  in  the  Ameri- 
can Journal  of  Psychiatry.  Nine  stud- 
ies compared  Lillys  Zyprexa  to  John- 
son &  Johnsons  Risperdal.  All  five 
Lilly-paid  trials  favored  Zyprexa; 
three  of  four  J&J  studies  favored 
Risperdal.  Lilly  stands  by  its  high  sci- 
entific standards  and  says  the  results 
highlight  the  need  for  more  independent  studies.  Another  analysis, 
in  Archives  of  Internal  Medicine,  tallied  56  studies  of  painkillers;  not 
once  was  the  sponsors  drug  deemed  inferior. 

"The  comparative  studies  are  a  joke.  They  are  comical.  A  lot 
of  the  scientific  literature  these  days  is  worthless,"  says  psychia- 
trist Jack  E.  Rosenblatt.  "The  whole  process  has  been  corrupted," 
says  British  bone  researcher  Aubrey  Blumsohn.  "It  is  getting 
worse  as  the  financial  stakes  are  rising." 


B: 
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LUMSOHN  CONTENDS  PROCTER  &  GAMBLE  FOR  YEARS 
refused  to  supply  raw  data  for  a  2003  study  he  led  com- 
paring its  drug  Actonel  to  Merck's  competing  drug, 
Fosamax,  even  after  he  became  suspicious  that  Proc- 
ters analysis  was  skewed  in  favor  of  Actonel.  "It  was  a  process  of 
intimidation,"  says  Blumsohn,  who  was  suspended  from  his  job 
at  the  University  of  Sheffield  after  he  complained  to  the  British 
press.  (He  recently  left  after  agreeing  to  an  undisclosed  settle- 
ment.) Procter  &  Gamble  says  it  "always"  provided  Blumsohn 
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oup  in  Oberkirch,  Germany  is  one  of  the  world's  largest  makers  of  specialty 
paper,  used  to  make  everything  from  airline  tickets  to  Pokemon  cards.  Managing  their 
output  takes  continuous  24/7  production-and  HP  Integrity  servers  with  Intel  '  Itanium'  2 
processors. "We  produce  and  ship  over  1,500  tons  of  paper  each  day.  A  moment  of 
downtime  means  production  must  stop,"  says  Bruno  0.  Schwelling,  CFO.  "Itanium-based 
HP  Integrity  systems  have  virtually  eliminated  that  fear."  itanium-integrit-y.com 

ITANIUM  +  INTEGRITY.  ON  AND  ON  AND  ON. 


with  "unfiltered  access  to  all  of  the  data  that  was  relevant."  "This 
issue  is  about  a  relationship  fraught  with  misunderstanding,  and 
we  regret  that,"  a  spokesman  says.  Procter  is  now  providing  Dr. 
Blumsohn  with  additional  data. 

Despite  the  profusion  of  dubious  trials,  drugmakers  often 
don't  conduct  crucial  studies  to  ensure  new  drugs  are  truly  safe  as 
they  move  out  to  a  mass  market.  This  year  Trasylol,  a  Bayer  drug 
used  to  prevent  bleeding  during  heart  surgery,  has  emerged  as  yet 
another  problem  medication.  In  December  Bayer  promised 
annual  sales  of  the  drug,  then  at  $280  million,  would  surge  to 
$600  million. 

But  a  study  of  4,000  surgery  patients  found  that  the  drug,  at 
$1,400  per  dose,  posed  more  than  twice  as  much  risk  of  kidney 
failure  as  cheaper  generic  alternatives,  as  well  as  more  heart 
attacks  and  strokes.  Replacing  Trasylol  with  generics  would 
prevent  10,000  cases  of  kidney  failure  each  year,  says  clinical 
researcher  Dennis  Mangano,  who  led  the  study  at  the  non- 
profit Ischemia  Research  &  Education  Foundation  in  San 
Bruno,  Calif. 


Bayer  says  its  own  studies  of  6,500  patients  haven't  found  any 
link  between  the  drug  and  kidney  failure,  heart  attack  or  stroke, 
and  that  it  is  working  with  the  FDA  to  evaluate  the  Mangano 
report  and  another  study  linking  the  drug  to  serious  adverse 
events.  "Bayer's  highest  priority  and  concern  is  patient  safety," 
says  a  spokeswoman. 

MANGANO,  WHO  ALSO  DID  THE  FIRST  STUDY  TO 
raise  concerns  about  the  cardiovascular  risk  of 
Pfizer's  Bextra  (pulled  from  the  market  in  April 
2005),  spent  $35  million  of  his  foundation's 
endowment  to  painstakingly  gather  the  Trasylol  data  over  four 
years.  Few  independent  researchers  have  the  money  to  perform 
such  definitive  safety  studies.  His  foundation  used  to  do  clinical 
trials  for  the  industry,  but  drug  companies  don't  call  much  any- 
more, he  says.  "There  is  no  incentive  for  companies  to  find  prob- 
lems with  safety  once  a  drug  is  approved.  It  is  just  downside  risk," 
he  says.  The  result  is  worrisome:  "We  find  out  a  drug  is  unsafe 
when  the  bodies  accumulate."  F 


THE  LURE  OF  OFF-LABEL 


The  most  dubious  drug  sales  practice  is  off-label  market- 
ing— pushing  drugs  for  unproven  (and  unapproved)  uses. 
Johnson  &  Johnson's  Scios  division  is  under  federal  investi- 
gation for  the  marketing  and  promotion  of  its  heart  drug, 
Natrecor. 

The  intravenous  drug  is  approved  for  one-time  use  to 
relieve  the  symptoms  of  patients  with  severe,  acute  heart 
failure.  But  some  doctors  say  Scios  pushed  Natrecor  for 
weekly  "tune-ups,"  a  use  that  is  totally 
unproven  and  potentially  dangerous — and 
that  Scios  even  advocated  setting  up  special 
outpatient  clinics  as  new  profit  centers. 

Two  Scios  sales  reps  made  such  a  pitch  to 
the  Albert  Einstein  College  of  Medicine  teach- 
ing hospital  in  the  Bronx,  N.Y.  in  2001,  says 
David  Brown,  head  of  clinical  cardiology  at  the 
time.  Their  30-minute  presentation  detailed 
how  the  hospital  could  profit  by  opening  a 
clinic  that  gave  regular  doses  of  Natrecor.  "I 
was  approached  by  them  with  the  idea  that  it  is  a  profit  cen- 
ter based  on  the  [Medicare]  reimbursement,"  Brown  says. 
Medicare  paid  doctors  up  to  $600  for  each  visit  plus  the  cost 
of  the  drug. 

Brown  declined,  as  did  a  colleague.  But  such  clinics 
were  becoming  widespread:  When  Brown  took  a  new  job 
at  SUNY  Stony  Brook  in  2004,  he  found  that  a  Natrecor 
infusion  clinic  had  opened  up.  The  clinic  closed  shortly 
after  he  clamped  down  on  the  practice. 

Soon  after  J&J  acquired  Scios  for  $2.4  billion  in  2003,  it 
seemed  to  brag  about  the  dubious  use  in  a  report  to 


investors:  "Natrecor  is  increasingly  administered  in  less 
invasive  clinical  settings  like  outpatient  clinics."  A  J&J  news 
release  boasted  that  weekly  outpatient  use  of  Natrecor 
"led  to  positive  clinical  outcomes"  in  a  210-patient  study. 
In  fact,  the  study  failed  to  prove  an  effect. 

Eventually  J&J  set  up  a  toll-free  line  to  help  doctors 
with  reimbursement  and  sent  out  a  46-page  Natrecor 
billing  guide.  But  Medicare  officials  decided  in  March  2005 
to  halt  payments  for  repeated  Natrecor  use, 
aiming  to  discourage  the  practice. 

Scios  also  sponsored  a  special  "supple- 
ment" to  the  journal  Reviews  in  Cardiovas- 
cular Medicine  in  fall  2004.  MedReviews, 
the  New  York  firm  that  published  the  jour- 
nal, promises  on  its  Web  site  to  put 
together  "a  supplement  that  achieves  your 
marketing  objectives."  One  eight-page 
article  in  the  supplement  emphasizes  in  its 
abstract  and  conclusion  that  Natrecor  may 
be  "safe  and  effective"  for  outpatient  use.  MedReviews 
says  the  supplement  was  "educational,"  and  not  promo- 
tional in  nature.  Johnson  &  Johnson  says  it  abided  by  FDA 
guidelines  and  that  the  articles  were  developed  by  inde- 
pendent experts. 

Tulane  University  cardiologist  Thierry  Le  Jemtel,  who 
wrote  a  different  article  in  the  same  supplement,  says 
MedReviews  offered  to  ghostwrite  his  article  for  him,  but 
he  demurred.  MedReviews  says  it  doesn't  typically  use 
ghostwriters.  J&J  wouldn't  answer  whether  ghostwriters 
were  involved.  — M.H.  and  R.L 
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EARD  ALL  THAT  THRASHING 
in  the  water  lately?  That's  the 
sound  of  leveraged-buyout 
firms  circling  some  pretty  big 
fish— like  GMAC  and  the 
Dutch  media- research  giant  VNU.  These  billion-dollar  buying 
opportunities  have  drawn  the  likes  of  Cerberus,  Texas  Pacific, 
Thomas  H.  Lee  Partners,  Bain  &  Co.,  Carlyle,  Blackstone  and 
Kohlberg  Kravis  Roberts,  bidding  together  in  packs.  Such  club 
deals,  as  they're  known,  are  a  common  phenomenon  in  the  feverish 
leveraged  buyout  industry,  which  took  in  $152  billion  last  year  from 
pension  funds  and  other  investors.  Banding  together  spreads  risk 
and  sometimes  helps  put  a  ceiling  on  the  bidding  process.  For  their 
part,  the  LBO  engineers  (who  have  taken  to  calling  their  business 
"private  equity")  have  to  do  something  to  justify  annual  manage- 
ment fees  of  1.5%  to  2%,  transaction  fees  equal  to  at  least  1%  of  a 
deal's  value  and  a  carried  interest  that  gives  them  20%  of  any  profits 
after  certain  benchmarks  are  met 

Why  isn't  Warburg  Pincus  LLC,  one  of  the  oldest  and  most  pow- 
erful private  equity  shops,  jumping  in  with  both  feet?  It  recendy 
sniffed  both  VNU  and  data  processor  Computer  Sciences  Corp.  and 
decided  to  walk  away  from  both.  Yes,  it  has  occasionally  sat  down  at 


We'll  Do 


the  table  with  other  bidders.  It  joined  with  other  LBO  firms  in  the 
purchase  last  year  of  Neiman  Marcus  and  the  year  before  in  the  pur- 
chase of  an  EDS  unit  and  of  Telcordia  Technologies,  which  develops 
communications  software.  But  that's  it. 

Despite  enormous  pressures  to  play  in  this  game,  Warburg  is 
holding  back  According  to  a  former  employee,  it  has  $20  billion 
under  management  today— half  of  it  uninvested.  Warburg  disputes 
this  and  says  that  number  is  $13  billion,  with  active  stakes  in  120 
companies  across  30  countries.  It  does  deals  of  all  sizes  (some  with 
initial  antes  of  as  Little  as  $700,000)  and  has  been  doing  this  kind  of 
investment  banking  since  1966.  It  claims  a  net  return  to  investors 
over  the  first  30  years  of  its  life  of  23%  a  year.  Warburg's  $5  billion 
fund,  which  was  raised  in  1998,  returned  only  15%  annually.  Yet 
80%  of  its  limited  partners  signed  on  again  to  participate  in  an 
$8  billion  fund  that  closed  last  August 

How  will  Warburg  put  that  money  to  work?  Very  likely  in  the 
usual  way.  That  means  being  an  active  owner — investing  its  own 
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capital,  up  to  1%  of  the  total  purse,  alongside  that  of  its  partners  for 
a  majority  stake,  putting  its  own  associates  on  the  board,  possibly 
replacing  management  at  some  point  and  holding  on  for  up  to  a 
dozen  years  before  cashing  out.  Not  the  usual  leverage-and-flip 
motif  you  see  in  a  lot  of  LBO  activity  these  days. 

Warburg  started  buying  in  India,  for  example,  in  the  mid-1990s, 
before  regulations  liberalizing  foreign  ownership  kicked  in.  That 
was  also  a  time  when  other  private  equity  groups  were  making  risky 
bets  on  high  technology  in  China.  Warburg  picked  up  pieces  of 
Rediff  Communication,  India's  largest  consumer  Web  portal; 
Gujarat  Ambuja  Cement;  and  Sintex  Industries,  maker  of  plastic 
goods.  Today,  it  has  $1.1  billion  invested  in  India. 

The  firm  stuck  it  out  in  health  care  early  in  the  new  millennium, 
when  rivals  were  bailing  out  or  looking  the  other  way.  In  the  U.S. 
Warburg  held  positions  in  medical  device  companies  such  as 
SpineCore,  an  artificial  lumbar-  and  cervical-disc  maker,  and 
Wright  Medical  Group,  which  makes  small-joint  implants  and  hip 
replacements.  More  recentiy  Warburg  slapped  together  two  busi- 
nesses to  create  CCS,  a  chronic-care  mail-order  supply  outfit. 

Targa  Resources,  an  oil  exploration  company  Warburg  seeded 
in  2003,  has  picked  up  critical  pieces  from  down-and-out  giants— 
40%  of  a  Louisiana  pipeline  company  from  Enron  and  natural  gas 
transportation  services  and  processing  assets  from  Dynegy.  Lately  it 
has  bought  into  Canada's  burgeoning  tar  sands  exploration. 

The  continuity  in  approach  contrasts  starkly  with  the  churn  within 
the  company's  recent  past.  Lionel  I.  Pincus,  85,  and  John  L.  Vogel- 
stein,  71,  have  been  together  since  1967,  a  year  after  Pincus  bought 
a  50%  stake  in  E.M.  Warburg  &  Co.  (The  original  firm  was  founded 
by  Eric  Warburg  in  1939.)  Over  the  years  Pincus  has  pocketed  more 
than  $1  billion  from  carried  interests,  Vogelstein  $300  million.  But 

urWay 

In  the  high-stakes  game  of  private  equity,  rivals  are  getting  together 
on  the  biggest  deals.  Not  Warburg  Pincus  |  By  Phyllis  Berman 


baum,  a  onetime  executive  of  a  Warburg  portfolio  company,  spent 
more  than  a  year  befriending  Joseph  Patrina,  Wall  Street  Systems' 
founder,  learning  all  the  inside  dope.  Once  Warburg  nailed  a  con- 
trolling interest  in  the  company  in  January,  says  this  source,  Patrina 
found  himself  without  a  job.  So  did  a  lot  of  lower-level  staffers. 
Mandelbaum,  says  this  source,  promised  there  would  be  no  layoffs 
for  a  year  but  required  all  employees  to  sign  a  noncompete  clause. 
After  they  all  complied,  the  source  says,  the  firings  started. 

Who  are  the  new  guys  in  the  corner  office?  Not  so  new,  after 
all.  Charles  R.  (Chip)  Kaye,  42,  and  Joseph  P.  Landy,  44,  came  to  the 
firm  in  the  mid-1980s  and  became  co-presidents  in  2002.  Kaye 
joined  straight  out  of  the  University  of  Texas,  where  he  majored  in 
economics.  By  1994  he  was  heading  the  Hong  Kong  office— from 
which  he  had  a  great  view  of  the  Asian  financial  crisis.  "It  was  a 
defining  moment,"  he  recently  told  the  Asia  Society  in  New  York 
City,  and  an  opportunity  for  Warburg  to  pick  up  undervalued 
assets.  Among  them:  Nicholas  Piramal,  a  pharmaceutical  company 
in  India.  Landy,  a  Stern  M.B.A.,  claims  he  made  his  mark  in  Inter- 
net investments.  He  put  $73  million  in  1999  into  NeuStar,  which 
controls  the  registry  of  all  telephone  numbers  in  the  U.S.  After  tak- 
ing the  company  public  last  October  and  in  subsequent  sales,  War- 
burg has  reaped  $1.4  billion,  and  still  holds  11%. 

Under  Kaye  and  Landy,  the  firm  has  had  big  wins.  In  January  it 
sold  off  Bharti  Televentures,  an  Indian  telecom  company  it  backed 
in  1999,  more  than  tripling  its  money.  An  original  investment  of 
$60  million  in  Spinnaker  Oil  yielded  $2.5  billion  six  years  later, 
when  Warburg  sold  the  deep-sea  exploration  company  to 
Norsk  Hydro. 

Warburg's  investing,  undertaken  through  ten  offices  worldwide, 
remains  eclectic.  It  recently  bought  10%  of  Gome  Electrical,  an  ap- 
pliance retailer  in  China;  invested  $61  million  to  pursue  real 
estate  development  in  Romania  and  southeast  Europe;  and 
put  $  18  million  into  Windward  a  reportedly  bankrupt  condo 
complex  in  Florida  Its  biggest  deal  in  2006:  $398  million  into 
Builders  FirstSource,  a  Dallas  maker  of  building  products. 

Successes  may  be  tougher  to  come  by,  now  that  so 
much  LBO  money  is  chasing  too  few  deals.  In  the  fourth 


i  after  they  stepped  down  in  2002— and  skipped  over  an  older  gen- 
;  eration  of  partners  in  selecting  successors— Warburg  was  a  blur  of 
I  voluntary  and  forced  departures.  An  estimated  18  of  75  or  so  part- 
i  ners  have  exited,  including  8  of  the  10  members  of  the  operating 
j  committee.  According  to  a  onetime  employee,  a  former  partner 
t  expressed  his  misgivings  about  the  new  guys  in  charge  to  another 
I  partner  over  lunch  in  what  he  thought  was  a  private  conversation. 
\  Over  the  next  week  he  found  his  offices  emptied  and  his  belongings 
|  boxed  up.  No  golden  handshake  this  time. 

Elbows  are  still  kept  pretty  sharp,  as  this  year's  acquisition  of 
I  Wall  Street  Systems,  which  offers  treasury-  and  capital-markets  soft- 
I  ware,  illustrates.  By  one  former  employee's  account,  Joel  Mandel- 


quarter  of  2005  businesses  being  sold  off  in  private  equity  transac- 
tions cost  9.7  times  operating  income  (Ebitda,  that  is),  reports 
CreditSights,  a  New  York  City  research  firm.  That's  up  from  7.2  for 
all  of  2004.  High  prices  and  high  interest  rates  mean  that  in  a  typi- 
cal transaction  undertaken  by  an  LBO  firm,  Ebitda  is  running  only 
2  times  interest  expense,  down  from  3  in  the  first  quarter  of  2005. 
How  long  will  banks  continue  to  offer  these  loans? 

To  put  more  of  its  money  to  work,  Warburg  will  face  increasing 
temptations  to  join  with  rivals  in  GMAC-like  buyouts.  "Larger  club 
deals  are  financially  complex— and  a  sizable  contrast  to  early-stage 
venture  capital,  which  has  been  Warburg's  mainstay,"  says  a  rival. 
"Yet  it's  difficult  to  see  how  they  can  continue  to  do  both."  F 
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Sealed  Air 


VVI 


Bubble  Wrap,  the  beloWprotector 
and  purveyor  of  Pop!  entertainment,  gets  a 
makeover  By  Monte  Burke 


AT  SEALED  AIR'S  HEAD- 
quarters — a  cheerless 
industrial  park  hard  by 
Interstate  80  in  Saddle 
Brook,  N.J.— Chief  William 
Hickey  sits  in  a  conference  room  with  a 
playful  grin  spread  across  his  face.  "I  love 
this  stuff,"  he  says,  fingering  a  foot-long 
sheet  of  Bubble  Wrap,  the  universally 
known  and  beloved  product  made  by  his 
company.  He  picks  out  a  bubble  and 
squeezes  it,  eliciting  a  sharp  Pop!  "Some 
people  use  it  as  a  stress- reliever,"  he  says, 
then  pinches  another.  Pop! 

You  also  can  put  the  stuff  under  your 
doorway  to  deter  break-ins  (the  Bubble 
Wrap  burglar  alarm)  or  stuff  it  in  your  bra 


(the  Bubble  Wrap  boob  job)  or  Sealed  Air . 
sleep  on  it  (the  Bubble  Wrap   ^  rol's'of 
bed).  Farrah  Fawcett  once  bun-   wrap  jn  saddle 
died  up  in  it  for  a  Playboy  photo   Brook,  N.J. 
shoot.  On  various  Web  sites  you 
can  pop  virtual  Bubble  Wrap. 

Its  intended  use,  of  course,  is  to  pro- 
tect items  during  shipping,  a  mission 
Sealed  Air  has  pursued  for  46  years.  It  has 
spawned  several  low-cost  imitators  and 
the  ultimate  brand  compliment — counter- 
feit Bubble  Wrap,  made  in  China  and 
found  on  sale  at  a  Home  Depot  in  South- 
ern California.  The  company  churns  out 
enough  Bubble  Wrap  every  year  to  wrap 
the  equator  ten  times.  The  brand  is  so 
strong  that  the  company  has  pondered 


dropping  its  own  name  in  favor  of 
Bubble  Wrap,  even  though  it  pro- 
vides less  than  10%  of  total  rev- 
enue. '"Sealed  Air'  does  lack  a  little 
marketing  pizzazz,"  Hickey  allows, 
squeezing  yet  again.  Pop! 

But  even  Bubble  Wrap  needs 
innovation,  and  Sealed  Air 
recently  unveiled  the  latest 
improvement,  the  result  of  a  40- 
year  quest:  inflatable  Bubble 
Wrap.  It  had  long  been  a  dream  of 
the  company's  cofounder,  engi- 
neer Alfred  W.  Fielding.  "He  told 
me  before  he  died  that  his  real 
desire  was  to  somehow  find  a  way 
to  put  air  in  the  bubble  when  you 
needed  it  rather  than  when  you 
made  it,"  Hickey  says. 

Formally  known  as  NewAir 
I.B. — and  sold  at  a  handsome  20% 
premium  over  the  old  stuff — the 
new  line  reduces  bulk  and  conse- 
quent shipping  costs.  One  truck- 
load  is  equivalent  to  40  truckloads 
of  the  already  inflated  bubbles  of 
yore.  Regular  Bubble  Wrap  arrives 
in  48-inch-by-40-inch  rolls  that 
hold  only  250  feet;  the  new  do-it- 
yourself  bubbles  arrive  uninflated 
in  16-inch-by-10-inch  rolls  of  flat 
sheets  that  hold  1,500  feet.  Ship- 
pers inflate  them  as  needed  on- 
site.  "Our  customers  have  always 
told  us  they  wanted  to  save  space," 
says  Hickey. 

Bubble  Wrap,  an  unnatural 
resource  of  New  Jersey,  was 
invented  in  1957  by  Fielding  and 
engineer  Marc  Chavannes.  They 
sealed    two    shower  curtains 
together,  capturing  some  pungent 
Jersey  air  in  a  smattering  of  bub- 
bles. Their  vision?  Wallpaper.  (The  Beat 
Generation  had  dawned,  and  funky  wall 
coverings  of  bamboo  and  such  were  the 
rage.)  When  that  didn't  fly,  they  hawked  it 
as  greenhouse  insulation.  And  though 
Bubble  Wrap  is  translucent  and  does  an 
okay  job  holding  heat,  that  plan  didn't 
work,  either. 

Company  legend  holds  that  a  few 
years  after  Sealed  Air  was  founded  in 
1960,  an  innovative  marketer  named 
Frederick  W.  Bowers  finally  found  the 
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Sealed  Air 


By  the  Numbers 


Air  Supply 

Bubble  Wrap  provides  less  than  10%  of  Sealed  Air's  revenue,  but  it  is  such  a 
beloved  icon  that  the  comj33rty.  rnulled  adopting  it  arits  name.  Rapid  growth  in 
global  trade  and  demand  for  .food  packaging  have  been  driving  earnings. 

.75  inches,  the  height  of  a  bubble  in  the  new  inflatable 
version  of  Bubble  Wrap.  Regular  bubble  is  half  an  inch  high. 


10 


Aw  Number  of  times  the  annual  production  of  Bubble  Wrap 
could  circle  the  Earth's  equator.  -^s^>  -  v  -^ 


R1R 

O  JL%3  pounds,  the  weight  of  a  pumpkin  that  survived  a 
35-foot  drop  onto  layers  of  Bubble  Wrap.  Vir£g 


true  value  in  the  cellular  bubbles.  IBM  had 
just  launched  the  1401,  one  of  the  worlds 
first  mass-produced  business  computers. 
Bowers  showed  IBM  how  Bubble  Wrap 
could  protect  the  1401  s  fragile  innards  in 
transit.  "Serendipitously,  Bubble  Wrap  and 
vacuum  tubes  met,"  says  Hickey. 

Bubble  Wrap  first  had  to  take  on 
balled-up  newspaper,  no  easy  sell  because 
that  packing  material  was  essentially  free. 
Then  it  went  up  against  those  insidious 
polystyrene  peanuts,  which  popped  up  in 
the  1970s.  Bubble  Wrap  is  a  better  protec- 
tor than  either,  but  Sealed  Air  must  con- 
stantly sell  potential  customers  on  its 
superiority. 

Packaging  engineers  run  the  sales 
force.  The  bubble-heads  have  set  up  35 
labs  where  they  woo  prospects  with 
demonstrations    of   packages  being 
dropped  on  concrete  floors,  vibrated  as  if 
they  were  on  the  back  of  a  truck  driving 
i  over  cobblestones  or  placed  in  vacuum 
i  chambers  to  see  how  the  bubbles  respond 
i  to  altitude.  In  2000  Sealed  Air  even 
I  entered  a  pumpkin-dropping  contest  in 
•  Iowa,  releasing  an  815-pound  pumpkin — 
nicknamed  "Gourdzilla" — onto  layers  of 
.  Bubble  Wrap,  from  a  35-foot-high  crane. 
|  "The  pumpkin  survived  the  drop,"  Hickey 
;  says.  "The  problem  was  that  it  bounced." 

Sealed  Air  actually  makes  most  of  its 
i  money  from  food  packaging,  the  result  of 
i  its  $4.9  billion  acquisition  of  WR  Graces 
I  Cryovac  unit  back  in  1998.  That  segment, 
i  which  includes  shrink  bags,  laminated 
i  films  and  absorbent  pads,  now  accounts 
l  for  62%  of  sales.  But  the  Cryovac  deal 
forced  Sealed  Air  to  pay  $850  million  for 
asbestos  lawsuits  in  2002;  claimants  said 
i  they  had  "successor  liability"  in  suits 
pending  against  Grace  itself,  even  though 
i  the  Cryovac  unit  hadn't  used  or  made 
;  asbestos  products.  Sealed  Air's  stock, 
j  which  had  fallen  to  $13  in  October  2002, 
i  has  since  recovered  to  a  recent  $57. 

Last  year  Sealed  Air's  net  income 
grew  almost  20%  to  $255  million,  on  8% 
sales  growth  to  $4  billion.  With  just  over 
i  half  of  its  revenue  coming  from  overseas, 
the  company  is  well  positioned  to  cash 
in  on  emerging  markets  such  as  China 
and  India,  says  Amanda  Tepper  of 
1  JPMorgan.  Bubble  Wrap  traditionally  has 
i  been  a  low-tech  play  on  high  tech. 


The  new  stuff  should  help. 

Sealed  Air  constantly  works  on  better- 
ing Bubble  Wrap  (the  original  patent 
lasted  until  1985,  thanks  to  revisions).  The 
key:  strengthening  of  the  bubble.  The 
original  polyethylene  layer  was  permeable 
but  now  is  coextruded  with  nylon  and  is 
ten  layers  strong.  The  company  spent  $76 
million  on  research  and  development  last 
year  (2%  of  sales,  twice  the  industry  aver- 
age). Much  of  that  was  funneled  into  the 
protective-packaging  segment,  which 
includes  Bubble  Wrap,  Jiffy  mailers, 
Instapak  foam  cushioning  and  Fill-Air 
inflatable  packs. 

Three  Sealed  Air  engineers  toiled 
since  the  late  1990s  to  deliver  the  inflat- 
able dream  of  founder  Fielding,  who  was  a 
director  of  the  company  until  1987.  When 
Hickey  took  over  as  chief  executive  in 
2000,  after  20  years  at  the  company,  he 
made  the  flat-bubble  breakthrough  his 
personal  mission.  The  team  tried  to  blow 
up  the  bubbles  chemically  and  through 
infrared  technology,  but  decided  neither 
was  commercially  viable. 

The  biggest  hurdle  was  that  the  plastic 
had  to  be  strong  enough  to  hold  the  posi- 
tive pressure  of  air  pumped  in,  says  Michael 
Metta,  Sealed  Airs  technology  chief.  Another 
problem:  how  to  heat-seal  the  sheets  with- 
out compromising  the  bubble.  They  ended 
up  going  back  to  the  way  they  had  made  the 
Bubble  Wrap  of  old. 

It  starts  with  BB-size  pellets  of  polyeth- 
ylene that  are  fed  into  a  long,  cylindrical  ex- 


truder and  heated  to  400  degrees  Fahren- 
heit. The  tiny  beads  flatten  out  to  form  ten 
layers  of  sheets  15  microns  thick,  which  are 
stacked  and  cooled  to  100  degrees. 

In  regular  wrap  the  sheets  are  sealed 
together  to  capture  air  in  individual  bub- 
bles. With  the  new  inflatable  kind  the 
sheets,  made  from  a  stronger  polymer,  are 
collapsed  to  form  rows  of  seven  uninflated 
bubbles  connected  laterally. 

Shippers  feed  the  sheets  into  a  3-foot- 
high  machine  that  they  lease  from  Sealed 
Air  for  $500  a  year.  Air  is  injected  into 
the  bubble  rows  by  a  squeaky  pneumatic 
pump,  then  the  sheets  are  heat-sealed  on 
one  edge.  The  machine  can  produce  21 
feet  of  the  new  Bubble  Wrap  in  a  minute. 
"It  was  sweet  when  it  worked,"  says 
Metta.  Sealed  Air  holds  three  patents  on 
the  new  stuff. 

So  far,  200  companies,  including 
Watson  Pharmaceuticals,  Motor  Coach 
Industries  and  Marshall  Field's,  have 
signed  on  to  use  the  new  Bubble  Wrap. 
The  U.S.  Navy,  which  uses  Bubble  Wrap 
to  protect  everything  from  jet  parts  to 
navigational  equipment,  likes  the  flat 
sheets  because  they  occupy  less  space  on 
its  transport  ships.  Hickey  admits  inflat- 
able Bubble  Wrap  will  cannibalize  some 
sales  but  doesn't  fret  about  it. 

He  sees  only  one  problem  with  the 
new  wrap:  You  can't  pop  it.  Press  on  one 
bubble  and  the  air  merely  flows  down  the 
line  to  another.  Says  he:  "I  guess  we'll  lose 
some  of  the  entertainment  value."  F 
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Petro  Scheme 


WHEN  JIMMY  R.  DAVIS 
approached  his  boss  in 
Dallas  last  summer, 
Ulric  (Jack)  Sweesy  told 
him  he  was  broke.  Real- 
izing that  hed  never  get  back  any  of  the 
$300,000  he  says  Sweesy  owes  him  from  an 
investment  in  oil  wells,  Davis 
to  his  car,  fell  to  his  knees 
and  threw  up.  "A  man  who 
was  like  a  brother  to  me 
turned  out  to  be  a  thief 
and  an  outlaw,"  he  says. 

As  Sweesy's  blood- 
stock agent,  Davis  had 
bought  some  40  horses  at 
auction  on  his  behalf, 
mostly  yearlings  and  2- 
year-old  Thoroughbreds. 
Sweesy  paid  Davis  $200  a 
day  and  a  5%  commission 
on  winning  bids.  Davis,  in 
turn,  says  he  invested  the 
commissions  and  much  of 
his  own  cash  to  buy  into 
dozens  of  wells  operated 
by  Americana  Oil  &  Gas, 
Sweesy's  wildcatting  outfit. 
Davis'  wife,  Kathleen, 
hung  a  map  of  Texas  in 
their  living  room,  with 
pushpins  denoting  each 
rig's  location.  Now  she 
asks,  "Do  any  of  these 
wells  really  exist?" 

Good  question.  From 
1997  to  2005  Sweesy  sold 
an  estimated  $140  million 
worth  of  shares  in  hun- 
dreds of  wells  controlled 
by  Americana  and  four 
other  companies  to  the 
likes  of  financial  advisers, 
hedge  fund  managers, 
land  developers,  doctors 
and  lawyers  in  28  states. 
But  the  monthly  distributions  suddenly 
halted  last  spring,  and  Sweesy,  55,  was 
slapped  with  two  civil  suits  in  Texas  dis- 
trict court  by  1 00  investors  seeking  undis- 
closed millions,  claiming  his  sales  were 
fraudulent.  One  accuses  him  of  peddling 
oil  shares  based  on  "phantom  wells,  non- 
existent operators"  and  "doctored  drilling 
reports"  for  wells  that  didn't  exist  or  whose 


production  was  "grossly  misrepresented." 
Sweesy,  who  vanished  last  September  after 
a  warrant  was  issued  for  his  arrest  on 
charges  of  passing  bad  checks,  hasn't 
responded  to  the  suits.  (Both  have  resulted 
in  default  judgments.) 

Sweesy  once  cultivated  a  high  pro- 


find  Sweesy  down  in  the  paddocks,  daz- 
zling jockey  agents  and  dockers  with  his 
instant  recall  of  sire  ratings  and  pedigrees. 
Up  at  the  betting  windows  he  thought 
nothing  of  dropping  $5,000  on  a  single 
Pick  6,  where  winners  are  chosen  in  all 


him  trom  an         Mveesy  once  cultivated  a  nign  pro-  ^_     six  races, 

walked  back  He  c 

Wanted  i 


Investors  claim  Jack  Sweesy  bilked  them 
of  $140  million  in  fake  oil  deals.  Now  if 
only  they  could  find  him  I  By  Dirk  Smillie 

file — at  the  racetrack.  Wearing  aviator  sun- 
glasses and  black  cowboy  hat,  he  often 
drove  a  convertible  Rolls-Royce  Corniche 
to  Lone  Star  Park  in  Grand  Prairie,  Tex., 
where  he  watched  his  fillies  churn  up  the 
tracks  chocolate-brown  turf  from  the  bal- 
cony of  a  $30,000-a-year  suite,  hobnob- 
bing with  TV  sports  commentators  and  fel- 
low handicappers.  Most  days  you  could 


He  certainly  did  well 
buying  and  selling  horses.  A 
Sweesy  partnership  bought 
English-bred  mare 
named  Ticker  Tape  for 
$183,000  in  2003  and 
sold  it  a  year  later  for  $2 
million.  Gold  Storm, 
one  of  Sweesy's  geldings, 
competed  in  Breeders' 
Cup  championships  and 
won  $300,000  in  2004. 

When  it  came  to  wild- 
catting, Sweesy  picked  an 
alias,  adopting  the  name 
"Jack  Taylor."  You  would 
not  have  invested  with  a 
guy  named  Sweesy,  not  if 
you  had  done  your  home- 
work. Under  his  real 
name,  he  (or  his  compa- 
nies) had  been  hit  with 
cease-and-desist  orders 
from  state  regulators  for 
selling  unregistered  secu- 
rities in  Texas,  Pennsylva- 
nia, Ohio,  Missouri,  Iowa, 
Kansas,  Wisconsin  and 
Nevada.  Investors  were 
probably  also  unaware  that 
Sweesy  had  been  con- 
victed of  mail  and  wire 
fraud  in  1984,  a  fact  re- 
vealed by  the  Texas  State 
Securities  Board  in  a  cease- 
and-desist  order  against 
Sweesy  on  May  23,  2003. 

Sweesy  played  on 
investor  greed  with  a 
gusher  of  tax  writeoffs.  For  small-scale 
drilling  partners  the  Internal  Revenue  Ser- 
vice permits  the  immediate  deduction  of 
so-called  intangible  drilling  costs  (labor 
and  fuel,  mainly).  On  top  of  this,  the  small 
well  owner  gets  a  depletion  deduction  of 
15%  of  the  gross  revenue  from  the  prop- 
erty. One  Sweesy  prospectus  promised  rev- 
enue checks  could  roll  in  for  15  years. 


110      FORBES       MAY  8,  2006 


YOU  SEE  HONG  KONG  SKYSCRAPERS. 
WE  SAW  A  GROUND  FLOOR  INVESTMENT  OPPORTUNITY. 


Templeton  fund  managers  spot  global  investment  opportunities  others  might  miss. 


I  In  1997,  when  investors  were  worried  about 
TEfunds°N    China  assuming  control  of  Hong  Kong,  our 

(  fund  managers  had  the  foresight  to  increase 
their  holdings  in  a  Hong  Kong  property  development 
company.  This  smart  move  enabled  our  fund  shareholders 
to  participate  in  the  dynamic  building  boom  that  followed. 

Taking  advantage  of  global  investment  opportunities 
like  this  requires  a  unique  perspective.  One  that  comes 
from  having  offices  in  over  25  countries  and  on-the-ground 
analysts  utilizing  research  techniques  honed  for  over 
50  years. 


For  information  about  how  Templeton's  experience,  expertise 
and  perspective  might  benefit  your  portfolio,  see  your  financial 
advisor,  call  1-800-FRANKLIN  or  visit  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PE  RSPECTI VE®  > 


TEMPLETON  WORLD  FUND 

Morningstar  Overall  Rating™  2/28/06  -  Class  A' 


Overall 


★  ★★* 


Out  of  396  U.S.-domiciled  World  Stock  Funds 


Before  investing  in  Templeton  World  Fund,  you  should  carefully  consider  the  fund's  investment  goals,  risks, 
charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's  prospectus,  which  you  can  obtain 
from  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  does 
not  guarantee  future  results. 

Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty. 
Morningstar  Ratings  measure  risk-adjusted  returns.  The  Overall  Morningstar  Rating™  for  a  fund  is  derived 
from  a  weighted  average  of  the  performance  figures  associated  with  its  3-,  5-,  and  10-year  (if  applicable) 
rating  metrics. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


tSource:  MnMBM  2/28/06.  For  each  fund  with  at  least  a  3year  history,  Morningstar  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly  performance  (including 
the  effects  of  all  sales  charges),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a  Morningstar  Rating™of  5 
stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a  fraction  of  one  fund  and 
rated  separately.)  The  Fund  was  rated  against  396, 286,  and  127  funds  and  received  Morningstar  Ratings  of  3, 4,  and  4  stars  for  the  3-,  5-,  and  10-year  periods.  Morningstar  Rating'"  is  for  Class  A 
shares  only;  other  share  classes  may  have  different  performance  characteristics.  ©2006  Morningstar,  Inc.  All  rights  reserved.  The  information  contained  herein  is  proprietary  to  Morningstar  and/or 
its  content  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete,  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages  or 
losses  arising  from  any  use  of  this  information. 


Petro  Scheme 


"These  deals  were  wildly  enticing  to  any- 
one in  a  high-income  bracket,"  says  Lau- 
rence Kingston,  a  videographer  in  Cler- 
mont, Fla.  who  invested  $590,000.  "All  your 
wells  could  be  dry  and  you  could  still  write 
off  the  whole  project."  But  m^^m 
Kingston  misunderstands  what 
shelters  are  supposed  to  do. 
Instead  of  losing  money,  they're 
supposed  to  make  a  pile  but  put 
you  in  a  position  to  tell  the  IRS 


A  financial  adviser  whose  family 
invested  $600,000  with  Sweesy  says  he  vis- 
ited the  Addison,  Tex.  office  in  June  2004 
to  tour  wells  he  thought  hed  invested  in, 
meeting  company  "engineer"  George  Har- 


$75,000  to  $100,000,  in  a  dozen  wells 
annually.  If  that  claim  is  true,  Sweesy's 
companies  brought  in  at  least  $144  mil- 
lion over  eight  years. 

Plaintiffs  believe  it  was  a  classic  Ponzi 


iiow  much  di(|  Sweesy 

$144  million 


take  in?  At  least 
over  eight  years. 


that  you  are  faring  poorly. 

Sweesy  hyped  the  tax  breaks  on  his 
Web  site  and  in  ads  appearing  in  the  Bull 
&  Bear  Financial  Report.  His  sales  staff 
cold-called  potential  investors  and  sent 
them  prospectuses  promising  access  to 
"secret"  oilfields.  Along  with  maps  came 
drilling  reports  steeped  in  arcane  geologic 
detail.  "These  36  fold  lines  were  acquired 
using  vibroseis  with  23-second  sweeps  up 
to  80Hz  and  a  far  offset  of  12,045  feet,"  said 
one  sent  to  investors  in  1999.  Translation: 
We  used  seismic  waves  to  spot  good  loca- 
tions for  wells.  Yet  the  data  were  apparently 
so  convincing  that  Mark  Wiechmann, 
who  worked  for  Exxon  and  holds  a  Ph.D. 
in  geology  from  Johns  Hopkins,  relied  on 
it  to  invest  $130,000  in  Americana.  Wiech- 
mann, a  plaintiff  in  one  of  Sweesy's  suits, 
contends  the  reports  were  real  enough — 
but  written  years  ago  about  wells  that  had 
long  since  been  capped  or  closed. 


Swindled?  Laurence  Kingston,  a  videographer 
from  Clermont,  Fla.,  claims  he's  out  $500,000. 

rison,  who  drove  him  around  the  prairie 
for  four  hours  but  was  unable  to  locate  the 
rigs.  "I  called  my  wife  that  evening  and 
told  her,  'We've  been  screwed.'"  Every 
operator  who  drills  in  Texas  must  register 
his  wells  with  the  Texas  Railroad  Com- 
mission. Yet  the  commission  has  no 
record  of  Americana  wells  Sweesy  told 
investors  were  producing  oil  between 
1997  and  2005. 

How  much  did  Sweesy  take  in?  Hans- 
Uno  Persson,  an  electronics  engineer  in 
San  Rafael,  Calif,  who  invested  $200,000 
and  has  joined  one  of  the  suits,  is  compil- 
ing a  list:  It  has  166  investors  from  28 
states;  Persson  expects  it  will  reach  500. 
He  and  other  plaintiffs  say  Americana 
sales  associate  Blake  Cummings,  a  defen- 
dant in  a  suit,  often  said  Sweesy's  compa- 
nies sold  around  20  investment  units,  each 


scheme,  where  Sweesy  paid  out  dividends 
with  new  money.  He  also  kept  his  clients 
well  fed,  sending  hams,  smoked  turkeys 
and  sides  of  beef  over  Christmas.  Some 
received  bottles  shaped  like  oil  derricks, 
filled  with  black  crude  purportedly  from 
"their"  wells. 

The  Sweesy  empire  fell  apart  in  late 
2004,  just  as  oil  prices  rocketed.  Well 
reports  suddenly  showed  sharp  drops  in 
production  to  justify  lower  returns  to 
investors.  Roger  Maher,  a  retired  architect 
in  Black  Forest,  Colo,  who  invested 
$365,000,  watched  his  monthly  checks 
drop  from  $2,400  in  June  2004  to  $600  by 
December.  Investors  in  Florida,  New  Mex- 
ico and  California  report  similar  dividend 
plunges.  Diminishing  payouts  may  have 
made  it  tougher  to  recruit  fresh  investors. 
By  June  2005  all  payouts  ceased. 

Grand  Prairie  police  detective  Brody 
Burns  thinks  Sweesy  gambled  much  of  the 
money  away.  In  September  Sweesy  was 
accused  of  writing  $200,000  in  bad  checks 
by  authorities  at  Lone  Star  Park.  Grand 
Prairie  police  issued  a  warrant  for  his 
arrest  and  placed  him  on  their  Most 
Wanted  list,  but  by  then  he  had  vanished. 
Some  of  Sweesy's  backers  don't  want  to  be 
found,  either— by  the  IRS.  "Investors  who 
take  deductions  for  investments  in  a 
fraudulent  venture  are  liable  for  those 
writeoffs,"  says  IRS  special  agent  Peggy  L. 
Thomas. 

Sweesy  resurfaced  briefly  in  March  at 
the  Bellagio  in  Las  Vegas,  where  he  was 
known  to  linger  at  the  blackjack  tables, 
once  blowing  $660,000  in  five  days,  says 
Burns.  That's  peanuts  compared  with 
Sweesy's  racetrack  wagers.  Burns  reports 
that  from  2003  to  2005  Sweesy  dropped 
$23  million  just  at  the  Lone  Star  racetrack. 
If  those  suitors  win  in  court,  they  may  have 
a  tough  time  collecting  their  purse.  F 
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el  e  v  at  e 


what's  next 


What  if  everyone  settled  for  average?  What  if  nobody  raised  th 
bar?  What  if  everyone  decided  to  let  someone  else  figure  it  out? 
At  ConocoPhillips,  we're  not  only  finding  new  sources  of  natural 
gas,  we're  developing  new  technologies  to  solve  the  demanding 
increase  in  global  energy  needs.  By  investing  in  Russia's  oil  and 
natural  gas  reserves,  the  world's  second  largest,  we're  helping 
ensure  global  energy  production  for  decades  to  come.  Turning  "what  ifs" 
into  "what's  next"  is  just  another  way  we  elevate. 


ConocoPhillips 

elevate 

conocophillips.com 
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ogul  of  Mum 


Mukesh  Ambani  is  creating  India's  first  fully  integrated 
private-sector  oil  company.  And  he's  not  stopping  there 
By  Christopher  Helman  with  Naazneen  Karmali 


"Oil  is  found  in  the  minds  of  men":  Mukesh  Ambani  is  building  out  the  company  founded  by  his  father. 


AT  DUSK  THE  PORT  CITY  OF 
Jamnagar  glitters  like  a  vast 
diamond  brooch.  The 
port's  600,000-barrel-per- 
day  oil  refinery  is  the  jewel 
in  the  crown  of  the  largest  private-sector 
enterprise  in  India,  Reliance  Industries  Ltd. 
Built  six  years  ago  at  a  cost  of  $3.4  billion, 


India's  largest  refinery  is  an  audacious 
entrepreneurial  achievement  in  a  nation 
still  shackled  by  state  controls  and  monop- 
olistic practices.  Situated  in  the  western 
Gulf  of  Kutch,  a  short  trip  by  oil  tanker 
across  the  Arabian  Sea  to  the  Persian  Gulf, 
Jamnagar  is  also  the  cornerstone  of  an 
ambitious  attempt  by  Reliance  Chief 


Mukesh  Ambani  to  build  the  first  fully 
integrated  private  oil  company — from 
exploration  to  gas  pumps — on  the  subcon- 
tinent. "I  think  oil  is  found  in  the  minds  of 
men,"  says  Ambani.  Translation:  There's 
plenty  of  it  out  there,  if  you  are  smart 
enough  to  find  it. 

India  certainly  needs  it  With  a  GDP  gal- 
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Audi  sales  teams  needed  to  keep  their  manuals  up-to-date. 
Xerox  created  a  print-on-demand  solution 
that  helps  them  perform  as  well  as  the  cars  they  sell. 
There's  a  new  way  to  look  at  it. 


XEROX 


irox.com/learn  1-800-ask-xerox  ext.  learn  |  Technology  |  Document  Management  |  Consulting  Services 

06  XEROX  CORPORATION  All  rights  reserved  XEROX*  and  There's  a  new  way  to  look  at  it*  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries 


Reliance .Industries 

loping  at  7%  or  more  a  year,  India  now  im- 
ports 70%  of  the  2.5  million  barrels  it  soaks 
up  every  day;  520,000  barrels  come  from  gov- 
ernment-owned Oil  &  Natural  Gas  Corp. 
ONGC  gets  most  of  its  output  from  a  field  dis- 
covered in  1974  and  in  decline  since  1991. 
National  demand  is  expected  to  reach  3. 1  mil- 
lion BPD  by  2010.  And  Reliance,  which 
earned  an  estimated  $  1 .9  billion  on  $  1 8.5  bil- 
lion in  revenue  for  the  fiscal  year  ended 
Mar.  31,  wants  to  pick  up  that  slack. 


at  $3.5  billion  and  climbing?  Through  oper- 
ations, a  $1.5  billion  syndicated  loan,  $2  bil- 
lion in  private  placements  and  the  public 
offering  (last  month)  of  $600  million  in 
shares  of  Reliance  Petroleum  on  the  Bom- 
bay Stock  Exchange.  Not  enough:  In  early 
April  Reliance  copped  to  holding  refinery 
link-up  talks  with  deep-pocketed  Exxon- 
Mobil, Chevron  and  China  Petroleum. 

Quite  a  leap  for  a  family  business  that 
started  modestly  in  1958.  That's  when 


density  polyethylene.  In  1986,  when  Dhirub- 
hai  suffered  a  stroke,  Mukesh  and  his  younger 
brother,  Anil,  assumed  day-to-day  control. 

Bringing  Reliance  closer  to  its  petroleum 
sources  was  all  but  impossible.  New  Delhi  had 
nationalized  India's  oil  industry  in  1976  in  re- 
sponse to  soaring  fuel  prices  triggered  by  the 
Arab  embargo.  The  state  grabbed  refineries 
built  by  Shell  and  Esso  and  handed  them  to 
the  likes  of  Hindustan  Petroleum  and  Bharat 
Petroleum.  India  then  was  still  self-sufficient 


"Over  the  next  two  years  we  will  be  de- 
veloping competencies  from  scratch,"  says 
Ambani,  49.  And  spending  boatloads  of 
money.  There's  a  $6  billion  plan  to  double  the 
size  of  Jamnagar  by  2009  and  make  it  the 
largest  refining  complex  on  earth.  He  has  ear- 
marked another  $10  billion  over  five  years 
for  international  oil  exploration  and  to  de- 
velop Reliance's  recent  discoveries,  including 
a  field  with  14  trillion  cubic  feet  of  natural 
gas  off  India's  east  coast  in  the  Bay  of  Ben- 
gal. His  goal  is  to  push  production  from  a 
current  40,000  barrels  of  oil  (or  the  natural- 
gas  equivalent)  per  day  to  400,000  in  a  decade. 
Ambani  is  spending  another  $1.5  billion  to 
build  out  his  chain  of  Reliance  gas  stations 
from  1,200  to  6,000.  There  are  already 
100  restaurants  in  the  Al  Plaza  chain  of 
truckstops. 

How  to  pay  for  it,  with  long-term  debt 


Mukeshs  dad,  Dhirubhai,  returned  to  India 
after  nine  years  in  Yemen,  where  he'd  worked 
at  a  gas  station  and  dreamed  big.  Renting  a 
desk  for  two  hours  a  day,  his  family  living  in 
a  Mumbai  slum,  Dhirubhai  learned  to  work 
India's  thick  red-tape  socialism,  securing  im- 
port and  export  licenses  for  nylon,  rayon  and 
polyester.  In  1966  Reliance  began  making 
polyester  fabric  and  clothes,  launching  what 
became  the  bestselling  Vimal  brand.  Then 
began  a  long  diversification  up  the  value 
chain.  Rather  than  importing  polyester  yarn 
from  the  West  Ambani  bought  the  latest  tech- 
nology from  DuPont  and  directed  young 
Mukesh,  a  chemical  engineer,  to  leave  his 
Stanford  M.B.A.  studies  and  come  back  to 
India  to  build  a  yarn  plant.  Mukesh  spent  the 
1980s  constructing  plants  to  make  polyester 
ingredients  like  terephthalic  acid  and  mono- 
ethylene  glycol  and  plastics  such  as  high- 


in  oil,  and  only  state-owned  companies 
were  allowed  to  drill  in  India's  oil  basins.  But 
production  declined,  and  by  1993  fuel  sub- 
sidies and  price  caps  had  siphoned  off  any 
profits  the  state  exploration  giant  could  have 
used  to  explore  for  and  develop  new  fields. 
When  politicians  floated  a  plan  to  allow  pri- 
vate-sector companies  like  Reliance  into  the 
oilfields,  25,000  ONGC  workers  went  on  strike. 

The  breaking  point  came  in  1997.  Starved 
by  price  caps  and  lacking  capital  for  explo- 
ration and  badly  needed  refinery  construction, 
the  oil  sector  fell  victim  to  New  Delhi's  finan- 
cial straits  when  the  government  couldn't  even 
pay  ONGC  for  months  of  delivered  crude,  forc- 
ing the  company  to  default  on  loans. 

Just  the  opening  Reliance  needed  to 
take  a  crowbar  to  state  monopolies.  With 
20  years  of  chemical  construction  behind 
him,  Mukesh  Ambani  laid  out  a  plan  to 


116      FORBES      MAY  8,  2006 


HYBRID   OF  THE  SKIES 


n® 


Avantair,  the  fractional  aircraft  solution  to  high 
fuel  surcharge.  As  the  exclusive  provider  of  the 
Avanti  P.180,  we  offer  the  lowest  fuel  surcharge 
in  the  industry.  But  we'll  let  the  numbers  speak 
for  themselves: 


fuel  surcharge 
than  mid-size 
business  jets* 


•Averages  based  on  January  2006  industry  fuel  surcharge  rates. 


69°  less 

50  less 

fuel  surcharge 

than  light 
business  jets* 

fuel  surcharge 
than  other  twin 
turboprops* 

The  cabin  of  a  mid-size  aircraft,  with  a  fuel  sur- 
charge beyond  compare.  Call  1.877.BUY.P180 

today  to  experience  Avantair  fractional  ownership 
in  a  category  all  its  own. 


avantair.com 


Reliance  Industries 


build  a  refinery  at  Jamnagar  that  would 
easily  be  twice  the  size  of  any  other  in 
India,  capable  of  handling  600,000  barrels 
of  crude  a  day.  Reliance  financed  the  con- 
struction with  the  help  of  a  $100  million, 
100-year  bond  in  the  U.S.,  yielding 
10.25%.  Consultants  said  the  project 
wasn't  viable  and  wouldn't  make  money. 
To  ensure  that  it  did,  Ambani  insisted  on 
an  exemption  from  a  law  that  all 
crude  imports  had  to  go  through 
state-owned  Indian  Oil.  That 
ensured  better  prices  and  a  more 
reliable  supply  of  oil. 

Micromanaging  the  con- 
struction, Mukesh  spent  three 
years  taking  the  hour-and-a-half 
flight  from  Mumbai  on  a  tiny 
Beechcraft  propeller  plane  four 
times  a  week.  Sometimes  he  was 
joined  by  his  wife,  Nita,  who  set 
up  a  school  in  Jamnagar.  Even  at 
home  Ambani's  own  three  chil- 
dren were  living  the  project: 
"Jamnagar"  was  reportedly  his 
son's  third  word,  after  "mummy" 
and  "papu."  A  cyclone  in  1998 
caused  severe  damage,  but  in  a 
few  nonstop  weeks  Jamnagar's 
85,000  workers  had  it  back  on 
track.  By  the  time  it  opened  in 
1 999,  Jamnagar  ended  up  costing 
30%  less  than  a  similar  refinery 
BP  had  built  in  Malaysia.  As  a  fin- 
ishing touch,  on  the  greenbelt  mandated 
for  the  site  Dhirumbai  Ambani  ordered 
the  planting  of  India's  most  magnificent 
mango  orchard.  With  102,000  trees,  it  sur- 
passes the  legendary  orchard  of  Mogul 
Emperor  Akbar  of  400  years  ago.  Today 
Jamnagar  is  one  of  the  most  profitable 
refineries  in  the  world,  grossing  an  average 
$10  a  barrel  last  year,  compared  with  $7 
or  so  for  the  average  refinery  in  Singapore. 

Meanwhile,  privatization  began  to 
unfold.  In  1999  the  government  put  25 
exploration  blocks  up  for  an  auction  at 
which  bidders  competed  not  with  cash 
but  with  royalty  percentages.  Reliance 
ended  up  with  12  blocks;  ONGC  nabbed 
but  8.  "Absolutely  inspired,"  as  he  says,  by 
the  state  oil  companies'  sluggishness, 
Ambani  poached  explorers  from  his  rivals 
and  hired  oilfield  service  companies  like 
Schlumberger  and  Halliburton  to  do  seis- 


mic testing  and  Transocean  to  begin  a 
frenzied  campaign  of  offshore  drilling. 

Its  biggest  strike:  the  Krishna-Godavari 
Basin  in  the  Bay  of  Bengal.  ONGC  and  oth- 
ers had  looked  there  and  come  away  empty- 
handed  But  Reliance  braved  tall  waves,  swift 
currents  and  moving  sediments  through  the 
monsoon  season  to  drill  its  very  first  well  in 
2002.  What,  it  found  was  the  biggest  new 


By  the  Numbers 
Energetic 

India's  economy  is  leaping  ahead  and  so  is  its  demand 
for  oil  and  petroleum  products. 


8  million 

cars  on  the  road  in  India. 


The  number  of 


$3,400 

18%  Reliant 


Per  capita  income  in  India. 


JL  %*M  /  U  Reliance  Industries'  average  annual 
growth  rate,  compounded  over  the  last  decade. 


1.1  million  The  number 

of  tons  of  polyester  Reliance  produces  each  year. 

1/10 

JL#  m#  w  India's  per  capita  oil  consumption 
relative  to  that  of  the  U.S. 

Sources.  Reliance;  Energy  Information  Administration;  CIA  Faclbook, 
news  reports. 


Indian  field  in  two  decades — a  giant  natural 
gas  reservoir  initially  thought  to  hold  7  tril- 
lion cubic  feet  Subsequent  drilling  delineated 
twice  that. 

Praveen  Martis,  analyst  with  Wood 
Mackenzie,  figures  the  gas  field  is  worth  some 
$5  billion  but  that  it  will  cost  Ambani  nearly 
that  amount  to  build  out  the  wells  and 
pipelines  to  get  the  gas  to  market.  Though 
Ambani  has  never  tackled  a  deepwater  proj- 
ect before,  he  says  that  for  now  he's  dedicated 
to  managing  the  buildout  in-house.  That 
could  turn  out  to  be  a  costly  mistake,  says 
Martis,  who  thinks  Ambani  needs  to  part- 
ner with  a  global  energy  giant  if  he  is  to  de- 
liver by  2010  the  promised  1.4  billion  cubic 
feet  of  gas  a  day,  the  energy  equivalent  of 
250,000  barrels  of  oil. 

After  heated  negotiations,  Mukesh 
agreed  to  send  half  of  the  field's  production 
to  a  $2.2  billion,  3,740-megawatt,  gas-fired 


plant  Reliance  Energy  is  planning  to  build 
in  northern  India.  Why  were  negotiations 
heated?  Reliance  Energy  is  controlled  by 
Anil  Ambani,  46.  The  brothers  had  a 
much-publicized  falling-out  over  control  of 
Reliance  Group  after  their  father  died  in 
2002.  It  took  their  mother,  Kokilaben,  to  es- 
tablish a  cold  peace  and  divide  the  kingdom. 
Mukesh  (net  worth  $8.5  billion)  got  the 

  tiger's  share:  chemicals,  plastics, 

polyester  and  oil.  Anil  (worth  $5.7 
billion)  has  the  power  generation, 
telecom  and  financial  businesses, 
which  earned  an  estimated  $500 
million  on  revenue  of  $5.4  billion 
in  fiscal  2006. 

Mukesh  has  other  fights  ahead 
of  him.  Leasing  blocks  of  unex- 
plored territory  in  Oman,  Sudan, 
Colombia  and  Yemen,  Reliance  is 
bound  to  lock  horns  eventually  with 
state-owned  oil  companies  and 
multinationals.  ONGC  has  already 
squared  off  against  Chinese  oil 
companies — and  come  away  the 
worse  for  it,  failing  in  the  last  year 
to  win  significant  assets  in  Ecuador, 
Angola  and  Nigeria.  In  December 
the  state-owned  oil  company 
teamed  up  with  steel  baron  Lakshmi 
Mittal  in  a  $3.9  billion  bid  for 
PetroKazakhstan  but  lost  to  Chinas 
CNooc,  which  paid  $4.2  billion  for 
the  prize.  "On  Friday  night  we  had 
the  highest  bid,"  says  ONGC  Chairman  Subir 
Raha.  "Monday  morning  came  the  an- 
nouncement— China  had  won.  It's  unfair  that 
over  the  weekend  we  could  get  outbid,  with 
no  chance  to  raise  our  offer." 

For  now  Ambani  seems  willing  to  let 
ONGC  vie  for  the  heavyweight  title.  Well 
aware  that  Reliance  isn't  yet  in  any  position 
to  bid  against  the  Chinese,  it  has  instead  de- 
cided to  join  them,  in  December  making  a 
deal  with  CNooc  to  explore  for  oil  in  Africa. 
"Worldwide,  any  producing  assets  are  fully 
priced,"  says  Ambani.  "We  can  only  create 
value  with  our  own  exploration  efforts." 

Such  partnerships  also  allow  him  to  make 
hay  at  home.  With  much  of  the  oil  industry 
still  in  government  hands,  Ambani  is  look- 
ing at  totally  unregulated  businesses.  In  Jan- 
uary Reliance  announced  it  would  spend 
$750  million  over  the  next  few  years  to  launch 
a  chain  of  discount  superstores. 
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PC  BUILDER 


There's  always  something 
better  about  buying  local. 

Now,  when  you  buy  a  PC  with  genuine  Windows®  XP 
software  from  your  local  PC  builder,  you  get  a  free 
BONUS  PACK*  worth  up  to  $1,2007  BONUS  PACKS 
include  valuable  products  and  services  like  a  D-Link1 
DI-524  wireless  router,  T-Mobile®  HotSpot  wireless 
broadband  Internet  service,  and  more.  For  details,  visit 
www.localPCbuilder.com/Forbes.  But  act  now.  These 
offers  expire  June  30,  2006. 
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Microsoft 

r  a  limited  time  Some  restrictions  apply.  See  www.localPCbu.lder.com  for  offer  details  and  cond.t.ons.  Prices  are  in  U.S.  dollars.  Offer  available  for  computers  purchased  in  the  United  States  March  1.  2006  through  June  30, 

06  from  approved  system  builder  channels  with  a  genuine  United  States  Windows  XP  Home  Edition,  Windows  XP  Professional,  or  Windows  XP  Med.a  Center  Edition  operating  system  prevailed  and  validated  by  the  Windows 

muine  Advantage  program  Offer  excludes  systems  purchased  from  retailers,  major  computer  manufacturers  (OEMs),  those  purchased  as  part  of  a  volume  license  agreement,  and  those  purchasers  redeeming  outs.de  of  the 

Lited  States  Limit  one  SONUS  PACK  per  system  purchased.  Redeem  the  Buy  Local  BONUS  PACK  by  August  15,  2006,  in  the  United  States. 

flue  of  BONUS  PACK  varies  depending  upon  version  of  Windows  XP  operating  system  acquired. 

tile  supplies  last. 

2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries  The  names  of  the  actual  companies 
d  products  mentioned  herein  may  be  trademarks  of  their  respective  owners. 


Your  free  pass  to  success 


Search  and  download  over  50#000 

white  papers,  presentations, 
case  studies,  webcasts  &  blogs 

relevant  to  your  job.  BNET  delivers  in-depth  content 
for  over  50  job  functions  in  more  than  30  industries. 


From  content  on 
Audits  to  Zoning, 

BNET  can  help  you  pass  the 
crowd  at  work.  And  BNET  is 
part  of  CNET  Networks,  a 
top-10  online  media  company1 


BNET 


Get  smarter  about  what's  working  at  work,  www.bnet.com 


'December  2005  Comscon 


rand  Turk  •  Anguilla  •  Tortola  •  St.  Barts  •  St.  Thomas 


November  25  -  December  5,  2006 
Round-Trip  Miami 
Crystal  Serenity 


Join  me  and  a 
team  of  world 
class  speakers  for 
a  truly  fabulous 
combination  of 
fun  and  profit 
as  we  cruise 
the  Caribbean. 


Steve  Forbes 


Crystal  Cruises — the  #1  Cruise 
Line  in  the  World* 

*Named  "Best  Large-Ship  Line"  for  the  past  ten  consecutive 
years  in  readers '  surveys  conducted  by  Conde  Nast 
Traveler  and  Travel  +  Leisure  magazines. 


Cabin  prices  start  at  just  $6,240  per 
couple  for  a  six-star  cruise  &  seminar! 

To  receive  a  full-color  brochure  and  reserve  your  cabin 
call  800/530-0770  or  visit  www.InvestmentCruise.com 
and  mention  priority  code  005965. 

(outside  the  US  &  Canada,  please  call  941/9S5-0323,  9:00  am  -  5:00  pm  EST) 


ilei  iel  Marketim 


TheirSpace.com 

Social  networking  sites  connect  tens  of  millions 
of  cybersurfers.  Naturally,  marketers  want  to 
capitalize  on  the  phenomenon  with  their  own 
virtual  neighborhoods  j  By  Allison  Fass 


WHEN  DEBRA  COWELL 
decided  recently  to 
organize  a  group  cruise 
to  Mexico,  she  stum- 
bled across  a  new  Web 
site  hosted  by  Carnival  Cruise  Lines.  On 
CarnivalConnections.com  Cowell,  47, 
planned  a  seven-day  excursion  and  sent 
e-mail  invitations  to  20  friends  in  ten 
states.  Some  of  those  folks  then  forwarded 
the  information  to  other  pals.  So  far  two 
dozen  people  say  they  will  shell  out  at  least 
$750  each  to  join  Cowell's  floating  party, 
slated  for  next  March.  Cowell,  an  aircraft- 
production  control  clerk  in  Fort  Wain- 
wright,  Alaska,  keeps  track  of  her  chums 
and  their  travel  plans  through  the 
Carnival  site. 

Created  earlier  this  year  to  make  it 
easy  for  cruise  fans  to  encourage  others  to 
set  out  to  sea,  CarnivalConnections 
attracts  travelers  who  want  to  compare 
notes  on  cruise  destinations  and  onboard 
entertainment,  from  casinos  to  conga 
lines.  Already,  2,000  of  the  site's  13,000 
registered  users  plan  trips  aboard  Carni- 


HCarnival.  13 

CONNECTIONS 

Cruise  Reviews               -mtf*" . 

Helping  cruisers  hook  up,  plan  trips:  Carnival 
Cruise  Lines'  Diana  Rodriguez-Velazquez 
(left);  the  company's  cyberhangout  (above). 

val's  22  ships  in  the  next  18  months.  These 
seafarers  are  expected  to  bring  in  $1.6  mil- 
lion in  revenue  to  the  publicly  held  com- 
pany. That's  a  respectable  starting  yield  for 
a  marketing  effort  that  probably  cost  Car- 
nival $300,000  to  set  up  and,  to  date,  zilch 
to  promote. 

"There's  no  editing;  there  are  typos.  It 
doesn't  have  the  makeup  brush  that  the 
company  would  put  on  copy,"  says  Diana 
Rodriguez- Velazquez,  director  of  Internet 
and  database  marketing  at  the  Miami 
cruise  company. 

Inspired  by  the  wild  popularity  of 
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ie  fundamental  strength  of  XL  Capital  Ltd  companies  helps  businesses  to  trade  globally. 
<  ur  companies  provide  commercial  property/casualty/specialty  insurance,  reinsurance, 
nancial  risk  and  credit  products.  We  are  strong  partners.  Visit  www.xlcapital  com 
DURANCE  I  REINSURANCE  I  F I  N  A  N  C I A  L  Experience  our  strength. 

The  XL  Capital  group  is  rated  A+  by  AM  Best. 


>I<L  CAPITAL 

FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


Internet  Marketing 


social  networking,  Web  sites  like 
MySpace,  Linkedln  and  Friendster,  where 
tens  of  millions  of  Internet  users  find 
friends,  professional  contacts  and  a  forum 
for  their  own  unvarnished  opinions  and 
creativity,  marketers  are  starting  to  cre- 
ate their  own  cyberhangouts.  These 
online  schmoozes  help  people  connect 
through  personal  profiles,  blogs,  music 
and  video  clips.  Some  sites,  like  Carni- 
val's, also  help  them  organize  real-world 
hookups. 

"We're  creating  the  ability  for  people 
to  connect  like  they  would  in  a  commu- 
nity center  in  a  neighborhood  space,"  says 
Trevor  Edwards,  vice  president  for  global 
brand  management  at  Nike. 

The  sneakermaker  aims  to  engage 
young  male  soccer  enthusiasts  through  a 


visitors  can  also  create  an  online  per- 
sona—a v-ego,  in  Coke  jargon— in  a  char- 
acter they  customize  with  wild  hair  styles, 
clothes  and  accessories.  What  do  MyCoke 
users  chat  about  when  they  aren't  playing 
games  or  posting  their  own  music?  Not 
much  to  do  with  Coke,  it  seems.  One 
blogger  recently  offered  matchmaking 
services;  a  young  woman  trolled  for  week- 
end plans  and  posted  a  picture  of  herself 
with  two  friends— and  a  Pepsi. 

It  is  not  a  necessary  element  of  these 
online  yakfests  that  they  include  plugs  for 
the  brand  host.  For  now,  the  sponsors  are 
happy  to  attract  and  engage  media- 
saturated  consumers  and  to  participate  in 
the  boom  in  online  hobnobbing.  But  the 
proliferation  of  marketer-created  sites 
could  become  self-defeating.  The  mar- 


They  lingered  an  average  of  nine  min- 
utes per  visit. 

Still,  some  companies  are  dubious 
about  the  allure  of  brand-hosted  commu- 
nities. Nissanclub.com  was  created  by 
Nissan  owner  Michael  Anders  of 
Gaithersburg,  Md.  for  Nissan  buffs  who 
use  it  to  share  pictures,  find  parts  and 
gossip  about  upcoming  designs.  Nissan 
keeps  an  eye  on  the  site,  where  it  runs  ads. 
"When  you  try  to  corporatize  these  con- 
sumer-generated content  sites,  it's  not 
very  credible,"  says  Stephen  Kerho,  direc- 
tor of  interactive  marketing  for  Nissan 
North  America. 

Social  networking  also  poses  risks  for 
brands.  Online  social  clubs,  including  My- 
Space, which  boasts  70  million  members, 
can  be  magnets  for  oddballs  and  creeps. 


Consumer  connections:  Special  K  fans  chat  about  dieting;  Joga.com  members  post  videos;  MyCoke.com  and  Nissanclub.com  users  share  photos. 


site  it  set  up  with  Google  two  months  ago. 
On  Joga.com  (Joga  means  "play"  in  Por- 
tuguese) users  can  post  their  own  profiles, 
photos,  blogs  and  videoclips.  Soccer  fan 
Austin  Simms  of  Melbourne  recently 
posted  video  footage  of  the  Australian 
national  team  beating  Uruguay  last 
November.  Fans  can  quickly  find  folks 
who  share  their  favorite  teams  and  players 
since  members  link  their  online  profiles 
and  photos  to  those  posted  by  other  users 
and  athletes.  Portugal's  Cristiano  Ronaldo, 
a  Nike  endorser,  has  2,835  member  pro- 
files linked  to  his. 

Coca-Cola's  site  is  one  of  the  biggest 
sponsored  hubs  for  online  shoulder- 
rubbers.  The  soda  giant  has  8  million  reg- 
istered users  on  MyCoke.com,  which 
attracts  9,000  visitors  a  day.  They  spend 
on  average  five  minutes  on  the  site,  says 
traffic  tracker  ComScore  Networks.  There 
they  are  urged  to  "meet  friends,  make 
music,  perform,"  with  the  help  of  music- 
and  video-sharing  software.  MyCoke 


keters  that  have  long  griped  about  the 
challenges  of  getting  their  message  across 
on  TV,  which  is  chockablock  with  ads,  are 
now  creating  social-computing  clutter. 

"We  will  soon  have  hundreds  of  these 
social  networks,"  says  Daniel  Buczaczer, 
vice  president  of  Denuo,  a  new  media 
division  of  ad  giant  Publicis  Groupe  in 
Paris.  "How  many  are  consumers  realisti- 
cally going  to  interact  with?  I  don't  think 
the  answer  is  zero  but  the  answer  is  defi- 
nitely not  20." 

Some  marketers  see  opportunity  in 
targeting  smallish,  select  groups  of  con- 
sumers. Both  Kellogg,  the  cereal  maker, 
and  Jenny  Craig,  the  diet  company,  host 
online  support  groups  for  women  who 
are  trying  to  lose  weight.  Kellogg's 
SKSpeak.com  is  an  invitation-only  site 
where  1,000  women  dieters  share  tips  for 
slimming  down.  Kellogg  uses  the  site  to 
deliver  a  pitch  for  Special  K  cereal. 
Members  visited  four  times,  on  average, 
in  the  six  weeks  after  it  went  live  last  fall. 


(MySpace  recently  hired  a  chief  security  of- 
ficer.) MyCoke  shuts  down  between  2  a.m. 
and  10  a.m.  "Someone  chatting  at  5  a.m.  is 
not  appropriate  to  our  company  and  our 
brand,"  says  Douglas  Rollins,  senior  inter- 
active brand  manager  at  Coke.  Carnival  uses 
software  that  automatically  replaces  certain 
hot-button  words  that  appear  in  online  ex- 
changes, including  "breast"  and  "smut," 
with  asterisks.  But  it's  tough  to  write  a  soft- 
ware bowdlerizer  that  can't  be  defeated  by 
a  misspelling. 

Another  matter  is  that  company 
sponsors  needs  to  be  thick-skinned. 
On  CarnivalConnections  a  disgruntled 
recent  cruiser  logged  on  to  bellyache 
about  her  experience  at  sea.  The  trip,  she 
grous.ed,  was  truly  "the  cruise  from  hell." 

"It  makes  me  nervous,"  sighs  Carni- 
val's Rodriguez-Velazquez.  "But  in  one 
case  three  people  came  back  to  defend  us. 
One  said,  'What  do  you  think,  Carnival 
can  control  the  weather?'  It  kind  of  works 
itself  out."  Usually.  F 
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Air-crafted. 


lb  was  founded  by  16  aircraft  engineers. Their  spirit  lives  on  in  the  9-3  Aero  Convertible.  Powered  by  a  2.8L  250 
rsepower  turbocharged  V-6  engine  and  designed  with  the  aerodynamic  principles  of  its  forefathers,  you  can  learn 
lat  it's  like  to  fly,  without  ever  leaving  the  ground.  After  all,  once  you've  built  jets,  you  don't  build  just  another  car. 


06  SAAB  AUTOMOBILE  USA 


Manufacturers  of  Saab  vehicles  and  jets  are  no  longer  affiliated. 


saabusa.com 


Insights 


Peter  Huber 


TRACK  YOUR 
ID  THIEVES 


DON'T  WORRY  ABOUT  LOSING  YOUR  CREDIT  CARD 
number,  bank  account  or  entire  identity  to  some 
pimply  little  geek  hunched  in  front  of  a  computer 
in  Minsk.  Beat  the  problem  with  the  technology 
that  created  it.  Here's  how  to  get  started:  Practice 
on  your  kids. 

Seventeen  years  ago  I  surrendered  part  of  my  identity  to  an 
innocent  infant.  Time  passed,  and  she  came  into  possession  of 
me-too  versions  of  my  credit  and  ATM  cards.  This  same  individ- 
ual, who  used  to  chatter  to  me  quite  freely  about  almost  every- 
thing, is  now  overseas.  And  she  has  grown  very  cagey  about  all 
things  "personal,"  which  is  to  say,  everything.  She  now  has,  in 
short,  much  in  common  with  the  guy  in  Minsk. 

But  money  talks.  With  my  financial  software  (Quicken) 
wired  to  my  bank  and  credit  card  accounts,  I  can  track  this  iden- 
tity thief,  in  almost  real  time,  as  she  traverses  the  coffee  shops  and 
train  stations  of  Europe.  I  have  stolen  back  my  own  identity.  Yes, 
I  know,  it  was  mine  all  along — I  have  mounds  of  paper  state- 
ments stuffed  away  somewhere  to  prove  it.  But  near-instant 
access  changes  everything.  And  soon  it  will  be  truly  instant.  With 
two  spendthrift  boys  following  a  few  years  behind  their  (compar- 
atively) frugal  sister,  I'm  going  to  need  a  ticker  scrolling  family 
financial  news  in  real  time  across  the  bottom  of  my  screen. 

Here's  the  bright  side:  No  one  beyond  those  three  is  going  to  steal 
my  credit  card  and  get  away  with  it  for  long.  The  fraud  protection 
software  in  my  bank's  infuriatingly  stupid  computer  calls  me  every 
few  weeks  because  it  apparently  finds  my  family's  shopping  habits 
too  weird  to  swallow.  With  a  private  financial  wire,  my  own  eyes 
and  software  do  the  same  job  much  faster — and  do  it  right. 

What  I  still  need  is  an  equally  transparent  window  on  my 
account  at  the  Internal  Revenue  Service.  My  Social  Security 
number  is  surely  the  least  secure— and  most  important— ID 
number  I  own.  I  hand  it  out  willy-nilly,  because  I  have 
to.  It's  a  key  starting  point  in  most  identity  frauds.  And 
it  could  so  easily  be  used  to  defeat  them. 


Financial  institutions  link  every  individual  interest-bearing 
account  to  a  Social  Security  number  and  report  the  income 
earned  to  the  IRS.  But  if  my  number  suddenly  begins  booking 
interest  at  a  bank  I've  never  heard  of,  it  will  take  IRS  auditors  a 
couple  of  years  at  the  least  to  tell  me  that  they  can't  square  their 
records  with  my  tax  returns.  Give  me,  instead,  real-time  access 
to  just  one  innocuous  piece  of  information — the  exact  number 
of  financial  accounts  tied  to  my  Social  Security  number— and  I 
can  take  care  of  the  rest.  If  the  count  ever  changes  when  it 
shouldn't,  I'll  find  a  way  to  get  people  in  authority  to  track  the 
unauthorized  change  back  to  its  source. 

I  face  similar  problems  with  other  government-issue  IDs,  like 
my  driver's  license.  The  identity  thief  knows  that  many  government 
agencies  are  pretty  casual  about  sticking  a  first  set  of  unverified  iden- 
tification numbers  into  a  computer  to  spawn  a  second  set  that  makes 
a  false  identity  that  much  more  credible.  I  could  take  steps  to  pro- 
tect myself  if  I  got  quick  notice  whenever  any  of  my  numbers — 
my  Social  Security  number,  for  example — was  fed  into  these  second- 
tier  ID  factories.  But  I  don't  get  any  notice  at  all. 

One  might  fear  that  thieves 
could  hijack  the  notice  system 
itself,  but  they  can't,  not  if  it's 
properly  designed.  To  confirm 
that  I'm  looking  at  exactly  the 
same  book  as  you,  I  only  need 
to  send  you  an  exact  count  of 
100  keywords.  Nobody  who 
intercepts  the  message  could 
tell  from  the  count  that  the 
book  is  War  and  Peace.  Smart 
notification  systems  work  much 
the  same  way,  conveying  the 
right  warning  to  the  right  per- 
son without  conveying  any- 
thing that  could  unleash  further  mischief. 

We  are  accustomed  to  thinking  that  our  financial  privacy 
must  be  protected  mainly  by  institutional  custodians  of  our 
records,  and  most  privacy  laws  are  drafted  accordingly.  But  we 
know  that  hackers  are  clever,  laptops  get  forgotten  in  taxis  and 
law  or  no  law,  many  of  those  custodians  are  dreadfully  porous. 
What  we  really  need,  then,  are  tools  and  rules  that  let  us  fully 
privatize  the  defense  of  privacy— to  the  point  where  I  can  be  the 
front-line  defender  of  my  identity  and  you  can  defend  yours. 
Ironically,  perhaps,  that  means  getting  the  custodians  to  disclose 
more  information  about  me,  faster — to  the  real  me.  I  need  to  be 
able  to  track  myself— and  anyone  masquerading  as  me — as  easily 
as  I  can  track  my  daughter. 

And  as  for  my  daughter,  well,  I  suppose  some  day  she'll  tell 
me  she's  so  sick  and  tired  of  my  snooping  she's  going  to  cut  off 
my  credit  card.  I'll  be  a  bit  disappointed,  I'm  sure.  But  I'll  get 
over  it.  F 


I  could  protect 
myself  if  I  got 
notice  when 
any  of  my  ID 
numbers  was 
fed  into  a 
government 
computer. 


Forbes 


Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 
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My  life  coach  says  I  should  ignore  money  and  focus  on  hugs. 


If  you're  still  not  using  FedEx,  you're  running  out  of  excuses. 

How  much  do  you  think  FedEx  costs?  Guess  again.  We  have  dozens  of 
ways  to  help  your  small  business  save  money  on  shipping — including 
ground  service,  which  reaches  virtually  every  address  in  America. 
Visit  fedex.com  today.  Because  money  is  just  as  important  as  hugs. 


Ground 


Relax,  it's  FedEx. 
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FORBES 


Many  Access  Points.  One  Powerful  Brand. 

From  one-on-one  connections  at  Forbes  Conferences  to  a  worldwide  audience  of  19.7  million  via 
Forbes  magazine  and  Forbes.com,  Forbes  offers  many  ways  to  access  your  hardest-to-reach  customers 

To  bring  a  unified  message  to  a  community  of  like-minded  individuals  under 
one  powerful  brand,  please  give  us  a  call.  (Mike  Woods,  248-643-0105) 


Source:  MR!  Rill  2005;  comScbre  A/1 
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FREE 

HIGH-SPEED  INTERNET 
& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?™  Do  you  want  to  chat  up  old  friends  and  current 
business  associates  every  day?  Or  do  you  want  to  leisurely  surf  the  web  looking  for  the  next 
big  thing  all  night?  We'd  like  to  hear  about  it.  Join  Wyndham's  free  ByRequest  program  and 
enjoy  extras  like  free  long  distance  and  Internet  when  you're  traveling  on  business.  Call  us  or 
your  travel  planner  for  details.    1.800.WYNDHAM  www.wyndham.com 


Wyndham  Phoenix 
Wyndham  Anaheim  Park 
Wyndham  Commerce 

Los  Angeles,  CA 

Wyndham  Orange  County 


Wyndham  Palm  Springs 
Wyndham  Garden  Hotel  -  Ple asanton 
Wyndham  San  Diego  at  Emerald  Plaza 
Wyndham  San  Jose 


WYNDHAM 

HOTELS  &  RESORTS" 


ndham  ByRequest1  benefits  are  available  at  participating  Wyndham  Hotels  &  Resorts  and  are  subject  to  certain  restrictions.  For  a  complete  list  of  terms  and  conditions,  visit  wyndhasn.com. 


Without  entrepreneurs 

'good  enough'  wouldn't  sound  bad. 

Without  entrepreneurs 
dreams  would  die  in  our  heads. 

Without  entrepreneurs 
ideas  wouldn't  outlive  people. 

Without  entrepreneurs 
this  journal  wouldn't  exist. 


We  believe  in  the  power  of  the  entrepreneur. 


he  most  powerful  stolen  vehicle  recovery  system  anywhere.     .        /-  .  g-**/* 

vailable  for  cars,  trucks,  motorcycles,  construction  equipment  Wjl  Get  it.  And  get  it  back:" 

nd  laptops.  Visit  us  at  lojack.com 


Jack  is  not  available  in  all  areas. 


Metro  Denver 

EnerqetlC  Bodies.  EnerqetiC  MindS.  Economic  Development  Corporation 

An  interesting  thing  happens  when  one  of  the  country's  most-educated  workforces  emerges  from  an  active  place  like  Metro  Denver: 
innovative  thinking  translates  quickly  into  action.  For  instance.  T-REX- the  nation's  largest  multi-modal  highway  project  -  is  slated  for 
completion  this  year.  And  the  FasTracks  plan  to  build  out  our  entire  mass  transit  system  by  2017  will  follow.  Suffice  to  say,  sitting  still 

is  not  in  our  nature.  Visit  us  at  metrodenver.org. 


And  cover  employees  well.  Now  there's  a  great  way  to  handle  their  healthcare  and  manage  your  cash  flow." 
Say  hello  to  Enhanced  Choice  from  Health  Net.  A  program  so  well  thought  01 

wide  range  of  high-quality  health  plans  to  recruit  and  retain  top  talent  while  fixing  premium  costs  at  a  manageable  level 

With  Enhanced  Choice,  employees  can  choose  from  25  plans       you  choose  a  pre-set  contribution  level 

news.  Your  monthly  contribution  remains  the  same  regardless  of  the  plan  Starting  at  $1 00  per  month  per 

employee.  To  qualify  for  Enhanced  Choice,  you  need  at  least  6  employees,  no  more  than  50,  and  75%  participation. 

There's  nothing  garden  variety  about  Enhanced  Choice,  either.  It  lets  employees  choose  from  a  variety  of  flexible, 
afforable  options  (including  our  HMO,  EOA,  PPO,  POS  and  HSA-Compatible)  and  buy  up  to  a  richer  plan.  So  if  you've  bee 
looking  for  the  right  mix  at  the  right  price  you've  come  to  the  right  place. 

Call  your  Broker  today,  or  contact  us  at  1-800-447-8812,  option  1  to  speak  to  a  representative.  Or  vis  www.healthnet.com 
to  find  out  more. 

Health  Net 

A  Better  Decision 


Health  Net®  HMO.  EOA  and  POS  plans  are  offered  by  Health  Net  of  California.  Inc..  a  subsidiary  of  Health  Net,  Inc.  Health  Net  PPO  and  HSA-Compatible  Plans  are  offered  by 
'ealth  Net  Life  Insurance  Company,  a  subsidiary  of  Health  Net  of  California.  Inc.  Monthly  rates  are  subject  to  change.  Health  Net.  Inc.  s  HMO.  POS.  insured  PPO  and  government  contracts  subsidiaries 
provide  health  benefits  to  6  million  members  nationwide  through  group,  individual,  Medicare,  Medicaid  and  TRICARE  programs.  Health  Net,  Inc.  has  $12  billion  in  annual  revenues. 
©2006  Health  Net  of  California,  Inc.  Health  Net®  is  a  registered  trademark  of  Health  Net.  Inc.  All  rights  reserved. 


For  over  100  years, 

GrafTech  International  Ltd.  has  been 
the  innovation  leader  in  a  wide  range 
of  graphite  and  carbon-based  prod- 
ucts. In  fact,  the  company  has  won 
the  prestigious  R&D  100  Award  the  last  three  years  for 
successfully  commercializing  technologically  significant  new 
products.  Its  latest  effort  is  having  a  dramatic 
impact  on  advanced  fuel  cell  technology. 
GRAFCELL®  expanded  natural  graphite  is 
now  utilized  in  85  percent  of  all  fuel  cell  vehi- 
cles on  the  road.  The  product's  rapid  success 
has  been  aided  by  $2.4  million  in  Ohio  Third 
Frontier  Action  Fund  Grants,  part  of  a  com- 
prehensive state  funding  plan  that  shares  the 
risk  in  launching  new  products. 

Ohio  is  an  ideal  location  for  innovative  technology 
companies  like  GrafTech,  offering  an  impressive  balance 
of  profitable  business  advantages  combined  with 
an  uncompromising  personal  lifestyle.  While  the 
state  is  a  center  for  leading-edge  technology, 


"Our  partnership  with  Ohio 
gives  us  a  competitive 
edge  in  developing  and 
commercializing  new  products. 
We  are  excited  about  bringing 
our  company's  technology, 
global  business  and  financial 
leadership  together  in  Ohio. " 

—  Craig  S.  Shular,  Chief  Executive  Officer  &  President 
GrafTech  International  Ltd. 


GrafTech's  latest  innovation  will  fuel 

a  brighter  future. 

Wnyft 

Ohio? 


research  and  development,  witr 
excellent  transportation  and  a  skillec 
workforce,  its  diverse  culture,  out 
standing  schools  and  affordable 
housing  make  Ohio  an  attractive  plac* 
to  live,  too.  In  fact,  GrafTech  is  currently  moving  it! 
corporate  headquarters  to  Ohio. 

What's  more,  Ohio  voters  recently  approved  $2  billior 

BrillS       *n  ^n(^n£  *na*  ^  benefit  new  business  in  the  state 
Vrmr  Combine  that  with  Ohio's  newly  reformed,  business-friendh 

IJ  "I  "I Q1  Y"l  ACQ     tax  laws  and  locating  in  Ohio  is  more  attractive  thar 
. T  ever- Visit  us  at  OhioMeansBusiness.com.  Or  call 

JjlLriCll  us  and  see  how  quickly  innovative  ideas 

become  a  commercial  success  in  Ohio. 


OHIO'S  BUSINESS  PARTNERSHIP  IS  MORE  THAN  LIP  SERVICE.  HERE'S  PROO 


Reward 
innovation. 

Offering  over 
$1  billion  in  grants 
for  technology, 
research  and 
development. 


Create  job- 
ready  sites. 

Investing 
$150  million 
for  pre-run 
utilities  on 
building  sites. 


Maintain 

world-class 

infrastructure. 

Committing 
$1.35  billion  to 
transportation  and 
utility  improvements: 


Reduce  tax 
rates.  No 

business  tax 
On  product 
sold  to  > 
customers 
outside  Ohio. 


Start  new 
enterprises. 

First  $1  million 
in  gross 
receipts  are 
tax-free. 


Enhance  ROI. 

No  property  tax 
on  investments 
in  machinery, 
equipment  and 
inventory. 


Attract  talent. 
Shrink  labor 
costs.  21% 

lower  personal 
income  tax. 


Ohio 

MEANS  BUSINES 


1-877-466-455 


www.OhioMeansBusiness. 


Experience  The  "New"  Beverly  Hilton... 

Featuring  The  Beverly  Hilton  Plush™  bed,  42-inch  plasma  HDTV,  twelve  usable  power  outlets  -  four  on  the  desktop  and 
two  in  the  in-room  safe,  and  a  Bose*  Wave  Radio/CD.  Easy-to-reach  high-speed  Internet  connections.. .wireless  in  all 
guest  rooms,  public  areas,  poolside  and  lobby.  Aqua  Star  Pool  (heated,  Olympic-size),  new  PRECOR®  fitness 
equipment,  golf  nearby.  Minutes  from  Rodeo  Drive,  Century  City,  West  Hollywood  and  Westwood. 

For  more  information,  please  contact  heather_dieter@hilton.com  or  for  reservations  visit  beverlyhilton.com  or 
phone  1.800.hiltons. 


BEVERLY  HILTON 


9876  Wilshire  Blvd  |  Beverly  Hills  90210  |  Tel  310.274.7  7  77  |  beverlyhilton.com 


Surround  yourself  with  a  community  of  creative  thinkers, 
and  the  answers  are  everywhere. 


Companies  in  Fairfax  County,  Virginia,  received  nearly  $11.5  billion  in  2004  federal  contracts. 
Those  dollars  bolstered  a  business  community  that  includes  4,900  technology  firms.  When  your 
peers  are  this  well-funded  and  entrepreneurial,  the  answers  are  always  within  reach.  to  see  how 
your  company  can  benefit  from  a  move  to  fairfax  county,  visit  e-co  u  n  t  r  y.  o  rg  or  call  7o3-79o-060o. 

Fairfax  County.  The  power  of  ideas. 


s  Europe  goes  global,  where  will  your  company  go? 

Join  Forbes  editors,  global  business  leaders,  government  officials, 
and  award-winning  academics  at  the  2006  Forbes  CEO  Europe 
:orum  as  we  focus  on  the  issues  critical  to  your  success. 


Will  economic  reform  and  more  flexible  social  models  enhance  competitiveness? 
How  are  free  trade  agreements  with  China  and  India  changing  trade  and  investment? 
Can  Europe  assimilate  its  legal  and  undocumented  immigrants? 
How  are  businesses  responding  to  the  clash  of  the  civilizations? 


rom  assessing  risks  to  uncovering  opportunities,  this  exclusive  gathering 
will  provide  essential  insights  for  competing  in  a  global  economy. 


atured  speakers  include: 


Per  Stig  Moller 
Minister  for 
Foreign  Affairs, 
Denmark 


A 


Mads  Ovlisen 

Chairman, 

LEGO  Holdings  A/S, 

Denmark; 

Former  Chairman, 

Novo  NordiskA/S 


Antony  Burgmans 
Chairman, 
Unilever  N.V.  & 
Unilever  PLC 


To  attend  contact  Lizzie  Means  at 

+1  212  206  5198  or  lmeans@forbes.com 

To  sponsor  contact  Sherry  Phillips  at 

+1  917  363  9100  or  sphillips@forbes.com 

www.forbesceoeurope.com 


Wonderful 

st  sponsor:  Copenhagen 


Signature  sponsor: 


Microsoft  Forbes 
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^  Often,  the  I 

est  inves 

tment  advice  is  about  what  not  to  buy. 

COPT 

FURNITURE  RENTAL 


Warren  Buffett- 
Chairman,  Berkshire  Hathaway 
Owner,  CORT  Furniture  Rental 


If  you  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate. 
So  buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
which  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway. 
After  all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
install  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation. 


A  BERKSHIRE  HATHAWAY  COMPA 


868.667.CORT    |  CORTl.COM 


Kxpmtivp  Pay 


What  the  Boss  Makes 


The  Best  and  Worst 

Bosses 


Whine,  whine,  whine. 
Sure,  lots  of  chief 
executives  are  vastly 
overpaid.  But  lots  produce 
nice  returns  for 
shareholders.  We  tell 
you  which  is  which. 

BY  SCOTT  DECARLO 

NEXT  TO  THE  WEATHER,  EVERYONE  LIKES 
to  complain  about  the  huge  sums  Americas  chief 
executive  officers  are  raking  in.  The  complainers 
have  a  point,  of  course.  But  we  don't  begrudge  big 
pay  packages — provided  the  chief  is  delivering 
returns  to  shareholders. 

In  our  annual  performance-versus-pay  scorecard,  we  iden- 
tify bosses  whose  companies  have  beaten  the  market  and  their 
peers — and  those  who  have  failed  to  produce. 

Leading  our  list  is  John  Bucksbaum  of  General  Growth 
Properties,  a  real  estate  investment  trust.  Over  the  past  six  years 
he's  been  paid  a  modest  $624,000  a  year,  while  delivering  a  37% 
annual  return  to  shareholders.  Give  this  guy  a  raise. 

At  the  bottom  is  Richard  A.  Manoogian,  chief  executive  of 
Masco,  manufacturer  of  housing  products  like  faucets,  gutters 
and  cabinets.  While  his  stock  has  beaten  the  S&P  500  over  six 
years,  it  stinks  in  comparison  with  Masco's  sector  (which 
includes  a  number  of  big  home  builders).  The  boss  has  been 
collecting  a  paycheck  averaging  $9  million  a  year. 

For  our  rankings  we  screened  our  database  for  executives  with 
at  least  six  years  as  chief  executive  and  a  six-year  pay  history.  We 
found  189  bosses  who  fit  the  bill,  and  we  rank  them  four  ways. 
The  first  two,  and  most  heavily  weighted,  are  the  annualized  stock 
performance  during  the  leader's  tenure  and  performance  relative 


to  the  S&P  500  during  that  time.  The  third  is  the  company's  stock 
performance  (including  dividends)  relative  to  that  of  its  industry 
peers  over  six  years.  The  last  factor  is  total  compensation  (includ- 
ing cashed-in  options)  over  the  past  six  years. 

Performance  matters  more  than  pay.  With  miserable 
enough  results  a  boss  can  be  rated  a  clunker  even  with  a  tiny 
paycheck.  He  should  be  paying  the  shareholders. 

The  ten  best  bosses  on  our  scorecard  are  listed  on  page  1 38. 
Five  of  the  worst  performers  appear  on  page  1 34.  To  see  a  full 
scorecard,  go  to  forbes.com/ceos. 

On  page  132  we  profile  Dennis  H.  Reilley  of  Praxair,  one  of 
the  best  performers,  and  on  page  1 34  one  of  the  worst.  On  page 
136  we  highlight  ten  executives  who  have  produced  at  least  20% 
returns  annually  over  at  least  20  years — our  20/20  club.  F 
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Air  Currents 

Dennis  Reilley  shaped  up  Praxair,  the 
industrial  gas  giant,  and  gave  shareholders 
a  nice  ride,  too. 


BY  SUSAN  KITCHENS 

THE  BAD  NEWS  STARTED  LAST 
spring  for  Dennis  H.  Reilley, 
chief  executive  of  Praxair,  the 
largest  producer  of  industrial 
gases  in  the  Americas.  A 
pileup  of  inventory  in  the  U.S.  steel  indus- 
try meant  that  Reilley,  a  big  supplier  of 


the  oxygen  used  in  steel  manufacturing, 
would  see  a  drop  in  business  from  some 
of  his  biggest  customers.  Then  in  June  a 
fire  broke  out  at  a  Praxair  plant  in  St. 
Louis.  No  one  was  injured,  but  the  fire 
dominated  headlines  and  cable  news 
channels  for  several  frantic  hours.  And 


finally  came  the  hurricanes  on  the  Gulf 
Coast.  Praxair's  plants  there  escaped  with 
little  damage,  but  its  customers,  big  oil 
refiners,  weren't  so  lucky.  "Nature  itself 
can  produce  random  and  dramatic  sur- 
prises," Reilley  later  told  shareholders. 

But  it  was  Reilley,  53,  who  managed 
to  pull  off  the  biggest  surprise.  He 
boosted  Praxair's  sales  last  year  16%  to 
$7.7  billion  and  its  operating  income 
(EBIT)  17%  to  $1.3  billion.  Praxair's  stock 
is  up  22%  over  the  past  year.  Reilley  has 
been  doing  this  sort  of  thing  since  he 
took  the  helm  at  the  Danbury,  Conn, 
company  six  years  ago.  He  has  returned 
an  annualized  23%  to  shareholders  dur- 
ing his  tenure  and  has  collected  an  aver- 
age annual  compensation  of  $4. 1  million. 
(His  income  will  catch  up  if  the  stock 
stays  strong,  since  he  got  a  slew  of  options 
last  year;  our  pay  formula  counts  options 
only  if  and  when  they  are  exercised.) 

Reilley's  policy  has  been  to  cut 
capital  spending  and  find  new  oppor- 
tunities in  the  $50  billion  business  of 
supplying  gases.  They're  used,  among 
other  things,  to  freeze  food,  fill  oxygen 
tanks  at  health  care  clinics  and  drill  for 
oil  and  gas.  By  design,  no  one  segment 
occupies  more  than  21%  of  Praxair's 
sales.  The  technology  is  not  very  com- 
plex; making  gases  for  the  most  part 
comes  down  to  either  running  chemi- 
cal processes  or  chilling  air. 

"Every  year  we  know  we're  going  to 
get  unexpected  things  thrown  our  way 
that  are  going  to  keep  us  from  meeting 
our  objectives,"  says  Reilley,  on  a  rare 
occasion  when  he  can  be  found  at  head- 
quarters, an  hours  drive  from  New  York 
City.  Reilley  spends  at  least  three  days  a 
week  on  the  road,  visiting  customers  and 
Praxair  plants. 

Reilley,  who  grew  up  in  Oklahoma 
and  still  has  a  slight  twang  of  an  accent, 
didn't  exactly  inherit  a  smoothly 
running  ship  when  he  left  DuPont  in 
2000  for  Praxair.  In  the  booming 
economy  of  the  mid-1990s  the  decid- 
edly unsexy  but  important  industrial 
gases  business  was  crowded  with  players 
that  overbuilt  capacity  on  optimistic 
demand  from  refineries  and  semicon- 
ductor fabs.  When  the  economy  slowed, 
returns  on  capital  evaporated. 
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Reilley  concluded  that  the  company, 
which  had  been  spun  off  of  Union 
Carbide  in  1992,  had  to  cut  capital 
spending.  The  year  he  joined  Praxair,  the 
company  had  $5  billion  in  sales  but 
shelled  out  $1  billion  to  build  plants.  "In 
my  experience,"  Reilley  says,  "chief  exec- 
utives, in  their  zest  to  find  growth,  lose 
sight  of  the  details  that  are  necessary  to 
understand  profitable  growth  from 
unprofitable  growth." 

Over  the  next  two  years  Reilley  sliced 
capital  spending  to  $600  million.  He 
rejected  any  proposed  projects  that  did 
not  meet  his  target  return  on  capital  of 
15%.  "We  just  became  a  lot  more  careful, 
a  lot  pickier,  about  the  investments  we 
would  make,"  says  Reilley. 

Roger  Shamel,  president  of  Consult- 
ing Resources  Corp.  in  Lexington,  Mass., 
says  that  in  recent  years  all  companies  in 
the  sector— Air  Products  &  Chemicals, 
with  $8.3  billion  in  sales,  the  other  big 


U.S.  player,  and  BOC  Group  of  the  U.K. 
among  them— have  been  working 
to  bring  their  capital  spending  under 
control.  But,  says  Shamel,  "I  think  Den- 
nis Reilley  has  done  a  better  job  than  any 
of  them."  The  cuts  have  paid  off:  Praxair 
has  boosted  its  return  on  capital  (net 
income  plus  interest  divided  by  share- 
holders equity  plus  funded  debt)  from 
10%  in  2000  to  12%  in  2005.  And  Prax- 
air's  operating  margin  after  depreciation 
stood  last  year  at  16.8%  versus  Air  Prod- 
ucts &  Chemical's  12.1%  and  BOC 
Group's  1 1.6%. 

Reilley  graduated  from  Oklahoma 
State  University  with  a  degree  in  finance 
and  got  his  first  job  as  a  number 
cruncher  in  Conoco's  Cheyenne,  Wyo. 
office.  That  was  in  1975,  when  oil  prices 
were  on  a  tear,  nearly  tripling  within  five 
years.  Conoco  decided  Reilley  would  be 
more  useful  out  on  the  fields  managing 
pipeline  workers  than  pushing  pencils. 


He  went  to  night  school  to  learn  about 
pipeline  hydraulics. 

When  DuPont  bought  Conoco  in 
1981,  Reilley  was  assigned  to  work  in  the 
company's  chemical  division,  where  at 
various  points  he  managed  three  of 
DuPont's  chemical  businesses;  he 
became,  he  says,  DuPont's  biggest  pur- 
chaser of  industrial  gases  used  in  mak- 
ing products  such  as  paints  and  textiles. 
He  rose  through  the  ranks  to  become 
chief  operating  officer,  overseeing  ten 
different  DuPont  companies.  A  business 
acquaintance  of  Reilley  s  sat  on  the  board 
of  Praxair  and  invited  Reilley  to  apply  for 
the  chief  exec  job  when  the  incumbent 
retired. 

So  far  Reilley  has  made  good  on 
returns  to  shareholders.  For  how  long? 
"Praxair  has  the  best  execution  track 
record  in  the  industry,"  says  Laurence 
Alexander,  an  analyst  at  Jeffries.  The 
market  has  awarded  the  company  a 


Best-Performi  Bosses 
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John  Bucksbaum/General  Growth  Prop  7  28%  37%  $0.6 

28-year  veteran  of  shopping  center  REIT  cofounded  by  his  father.  Family's  stock  worth  $2.8  billion. 


J  Brett  Harvey/Consol  Energy  8  32'  42  3.1  0.02 

2005's  record  earnings  of  $581  million  contributed  to  stock  increase  of  67%  in  the  past  year. 


Michael  B  McCallister/Humana  6  35  36  2.7  0.2 

Bolstered  by  growth  in  its  Medicare  business,  HMO  achieved  record  revenues,  net  income  and  membership  in  2005. 


Richard  D  Kinder/Kinder  Morgan  7  26  23  0.0  18.0 

Per  his  request,  company  founder  receives  just  $1  of  base  salary  each  year  and  no  annual  bonus  or  stock  grants. 


Robert  K  Cole/New  Century  Financial  10  24'  46  4.3  2.4 

REIT  chairman  and  cofounder  has  boosted  dividend  payout  to  shareholders  by  245%  over  the  past  three  years. 


Mark  C  Pigott/Paccar  9  23  27  4.0  1.0 

In  2005  101-year-old  truck  manufacturer  achieved  67th  straight  year  of  profitability. 


Aubrey  K  McClendon/Chesapeake  Energy  17  281  49  4.9 

Led  oil  and  natural  gas  driller  to  record  levels  of  proved  reserves,  production  and  net  income  in  2005. 


Joseph  R  Ficalora/New  York  Community  13  281  29  3.3  1.3 

31 -year  veteran  steered  company  through  two  acquisitions,  and  into  commercial  banking,  in  2005. 


Joseph  R  Tbmkinson/lmpac  Mortgage  Holding         7  22  33  3.3  0.4 

Despite  challenging  2005,  mortgage  REIT  cofounder  authorized  stock  buybacks  of  up  to  5  million  shares. 


John  C  Martin/Gilead  Sciences  10  33  41  11.6  0.2 

In  2004  led  biopharma  to  its  first  $1  billion  in  sales;  last  year  the  company  hit  the  $2  billion  mark. 

Returns  as  of  Mar.  30.  'Return  is  for  less  than  tenure.  2Less  than  0.1%.  Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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premium  as  a  result,  so,  he  adds, 
"there's  less  margin  for  error  now." 

To  that  end,  Reilley  is  looking  for 
growth  opportunities.  He  is  expanding 
Praxair's  presence  in  emerging  markets 
such  as  India,  China  and  Brazil,  where 
last  year  he  signed  deals  with  Petrobras, 
Brazil's  state-owned  oil  company,  to 


build  liquefied  natural  gas  plants.  And 
when  the  backlog  in  the  steel  industry 
occurred  last  year,  Reilley  had  other 
deals  in  the  works  with  oil  and  natural 
gas  exploration  companies  that  helped 
pick  up  the  slack.  Carbon  dioxide  or 
nitrogen  is  injected  into  existing  wells; 
the  pressure  increases  the  flow  of  oil  or 


natural  gas  to  the  surface.  Reilley  expects 
to  see  25%  annual  growth  in  this  seg- 
ment for  the  next  five  years.  "The  big- 
ger you  get,  the  more  growth  you  need 
to  have  to  satisfy  your  growth  objec- 
tives," Reilley  says.  "We  don't  ever  take 
growth  for  granted.  But  we  do  feel  very 
confident  about  the  future."  F 


Unprecious  Metal 

The  aluminum  industry  is  enjoying  a 
global  commodities  boom.  At  Alcoa 
the  boss  is  getting  considerably 
more  enjoyment  than  the 
shareholders. 


BY  MICHAEL  MAIELLO  1 


Alain  J.P.  Belda 


W 

\ 


HOW  WELL  CAN  YOU  GET  PAID  FOR  MANAGEMENT 
mediocrity?  These  days,  very  well.  In  his  seven  years  at  the 
helm  of  Alcoa,  the  world's  largest  aluminum  company,  Chief 
Executive  Alain  J.P.  Belda  has  pulled  in  a  cumulative  $60  million. 
His  company  has,  indeed,  edged  out  the  S&P  500  in  that  time,  with 
a  return  of  2.8%  a  year  (through  Apr.  11).  But  he  should  have  done 
a  lot  better,  given  the  explosion  in  commodity  prices.  Over  the  past 
five  years  the  price  of  aluminum  is  up  73%,  and  the  S&P  500 
Materials  Index,  a  basket  of  31  stocks  that  Alcoa  uses  as  a  bench- 
mark, is  up  71%.  Yet  Alcoa  stock  is  down  16%. 

The  Moroccan-born  Belda,  62,  is  evidently  well  liked  by  his 
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Steven  RAppleton/Micron  Technology         12  5%       -21.7%  $7.8  0.1% 

Back  to  full  pay  after  recent  reductions.  Bulk  of  pay  comes  from  $40  million  in  options  in  fiscal  year  2000. 


Scott  G  McNealy/Sun  Microsystems  22  161        -31.5  13.3  1.7 

Once  $64  in  2000,  Sun  stock  has  hovered  around  $5  since  2002;  McNealy  still  got  a  $1.1  million  bonus. 


Paul  J  Curlander/Lexmark  International  8  6         -15.0  8.9  0.3 

Was  granted  150,000  perfomance-based  stock  options  in  2005;  stock  down  44%  over  the  last  year. 


Alain  J  P  Belda/Alcoa  7  1  0.3  8.5 

Despite  strong  first-quarter  revenue  and  earnings  this  year,  stock  still  off  2001  high  by  26%. 


R  Lawrence  Montgomery/Kohl's  7  6 

Received  first  bonus  in  three  years;  stock  up  just.  1%  in  the  last  year. 


Returns  as  of  Mar.  30.  'Return  is  for  less  than  tenure.  Source:  FT  Interactive  Data  via  FactSet  Research  Systems.. 


board.  Last  year  a  small  raise  brought 
Belda's  base  salary  to  $1.3  million, 
,  and  he  also  received  a  $1.6  million 
j^tfi^^^M  casn  bonus,  along  with  $1.5  million 
in  restricted  stock.  Alcoa's  sharehold- 
ers spent  another  $200,000  paying 
for,  among  other  items,  some  of  his 
taxes  and  club  dues. 

Belda's  tenure  has  been  notable 
for  cost-cutting  attempts.  Alcoa  has 
canceled  pension  benefits  to  new 
employees  in  favor  of  401(k)  plans 
(Belda  will  receive  $  1 .4  million  a  year 
from  his  pension  when  he  retires). 
He's  long  been  a  proponent  of  daily  monitoring  of  the  work 
flow  of  every  division.  Belda  believes  that  his  system  has  saved 
the  company  $3.3  billion  since  it  began  in  2001. 

Still,  he  hasn't  been  as  successful  as  competitors  at  combat- 
ing high  energy  bills.  Alcoa  has  assigned  dozens  of  researchers 
to  pursue  a  more  energy-efficient  smelting  method  that's  been 
in  development  since  1999.  The  payoff  is  still  around  the 
corner.  Competitor  Alcan  tries  to  keep  costs  down  by  powering 
half  of  its  aluminum  smelting  operations  with  its  own  power 
plants.  Alcoa  spokesman  Kevin  Lowery  says  that  a  recent 
bump  in  Alcoa's  earnings  is  evidence  of  better  days.  The 

company's  first-quarter 
earnings  of  $608  million 
were  more  than  double 
those  of  the  year  before. 
The  company  beat  Wall 
Street  estimates  by  35%, 
and  the  stock  jumped 
3.8%  to  $34  on  Apr.  1 1 
(a  boost  that  came  too 
late  to  help  Belda  in  our 
pay-versus-performance 
rankings).  Further  suc- 
cesses along  those  lines 
would  elevate  Belda 
from  third-rate  to  sec- 
ond-rate and  get  his 
name  out  of  the  cellar 
(184th  out  of  189th)  in 
the  rankings.  F 
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VISIT  US  ONLINE,  BY  PHONE  OR  IN  PERSON. 


E#  TRADE 

1-877-925-2434  etrade.com/mm    FINANCIAL9 

The  E*TRADE®  Money  Market  Account  (EMM)  is  offered  by  E*TRADE  Bank.  Annual  Percentage  Yield  (APY)  of  4.75%  is  good  for  90  days  from  the  date  the  account  is  opened 
nd  funded.  Account  must  be  opened  by  June  30,  2006  to  qualify.  This  offer  is  only  good  for  new  EMM  customers  and  existing  EMM  customers  who  transfer  at  least  $25,000 
i  funds  from  an  external  (i.e.,  non-E*TRADE)  account  into  their  existing  EMM.  E*TRADE  Bank  retains  the  right  to  withdraw  the  4.75%  introductory  APY  from  any  account  at 
■  ly  time  if  these  conditions  are  not  met.  Offer  applies  to  one  new  account  per  customer.  A  $100  minimum  deposit  is  required  to  open  a  new  EMM  and  account  holders  must 
i:  aintain  a  minimum  average  monthly  balance  of  $1,000,  or  $5,000  in  total  E*TRADE  Bank  deposits,  by  the  end  of  their  second  statement  cycle  to  avoid  a  $10  monthly  fee. 
lis  fee  is  waived  for  customers  who  maintain  a  combined  balance  of  $50,000  or  more  in  linked  E*TRADE  Securities  and  E*TRADE  Bank  accounts  or  execute  at  least  30  stock  or  options 
ades  during  a  calendar  quarter.  A  $10  early  closeout  fee  will  be  assessed  if  account  is  closed  within  120  days  of  opening.  After  the  90-day  introductory  period,  customers  will  receive 
I  e  current  APY  based  on  account  balance.  Current  as  of  3/24/2006,  accounts  with  balances  of  $50,000  or  more  earn  3.70%;  those  with  $5,000— $49,999  earn  2.80%  and  those  with 
;ss  than  $5,000  earn  0.30%.  For  example,  if  an  account  is  opened  with  $10,000,  the  account  will  yield  4.75%  for  90  days  and  2.80%  thereafter.  The  blended  APY  for  the  first  year  after 
ixount  opening  will  be  3.28%.  APY  is  subject  to  change  daily  and  fees  will  reduce  earnings. 

I  E*TRADE  Bank  will  not  charge  you  a  fee  for  withdrawing  funds  from  any  ATM  nationwide  but  the  owner/operator  of  the  ATM  may.  This  feature  will  refund  the  fees  charged  by  the 
i'M  owner/operator  on  all  ATM  fees.  In  the  event  of  fraudulent  or  clearly  excessive  use  of  the  feature  on  a  given  account,  E*TRADE  Bank  reserves  the  right  to  remove  the  feature. 
!  Withdrawal  limits  apply.  Under  Federal  regulations  related  to  these  types  of  accounts,  account  holders  are  allowed  six  withdrawals  or  transfers  from  their  account  in  any 
lilendar  month  (ATM  withdrawals  excluded),  with  a  maximum  of  three  withdrawals  by  check.  For  details  and  important  information  about  Quick  Transfer,  please  visit 
rade.com/quicktransfer  for  a  listing  of  the  limitations,  restrictions  and  time  deadlines  associated  with  this  service. 

linking  and  lending  products  and  services  offered  by  E*TRADE  Bank,  a  Federal  savings  bank,  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC  insured  up  Member 
i  $100,000.  Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  E*TRADE  Bank  and  E*TRADE  Securities  are  separate  but  affiliated  companies.  grr\l^ 
2006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved.  P  ZJlKt 
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It's  Good  To 
Be  King 

These  bosses  have  done  well 
for  their  shareholders  over  a 
span  of  decades.  The  secret: 
Think  like  an  owner. 


BY  DEBORAH  ORR 


F 


lOR  SOME  EXECUTIVES,  LONGER  REALLY  IS  BETTER.  TO 
I  test  our  thesis,  we  sorted  through  data  on  the  500  biggest 
companies  to  find  leaders  with  very  long  track  records:  those 
who  have  been  in  place  for  at  least  20  years  (compared  with  the 
average  tenure  of  just  short  of  8  years),  at  a  company  that  has  been 
listed  for  at  least  20  years  and  has  returned  at  least  20%  annually 
to  shareholders.  That  20%  is  no  small  feat  when  you  marry  it  to 
decades  of  compounding.  These  companies  are  worth,  on  aver- 
age, 700  times  what  they  were  when  the  company  listed  or  the 
current  chief  executive  took  office  (whichever  came  later). 

These  extraordinary  executives  aren't  your  everyday  hired 
honchos.  Most  of  them  are  company  founders  or  are  related  to 
the  founder.  Warren  Buffett  is  an  exception,  but  you  could 
argue  that  when  he  took  a  controlling  interest  in  an  ancient  tex- 
tile company  in  1965,  he  was  founding  an  investment  portfolio. 

What  motivates  them,  in  most  cases,  is  not  options  but  an 
ownership  stake  coupled  with  a  commitment  to  long-term 
thinking.  Twenty  years  of  experience  can  give  an  executive  an 
incredibly  intuitive  knowledge  of  an  industry,  says  Joseph  Rich, 


The  20/20  Club 


Leslie  Wexner 


FOUNDER     CHIEF  EXECUTIVE  OFFICER/COMPANY 

AS  CHIEF 
(YEARS) 

DURING 
TENURE 

RELTO 
S&P  500' 

STOCK 
OWNED 

•       Lawrence  J  Ellison/Oracle 

29 

31%' 

23.5% 

Joseph  W  Luter  Ill/Smithfield  Foods 

31 

29 

4.3 

Howard  Solomon/Forest  Labs 

29 

29 

1.3 

Warren  E  Buffett/Berkshire  Hathaway 

36 

27J 

30.8 

Ian  M  Cumming/Leucadia  National 

28 

113 

11.5 

•       Vernon  W  Hill  ll/Commerce  Bancorp 

33 

25' 

111 

1.8 

•       Marion  O  Sandier/Golden  West  FinP 

43 

222 

109 

9.7 

•       Robert  D  Walter/Cardinal  Health 

35 

21J 

107 

0.9 

•       Leslie  H  Wexner/Limited  Brands 

43 

21J 

107 

13.1 

•        Raymond  A  Mason/Legg  Mason 

44 

20J 

107 

1.9 

Returns  as  of  Mar.30.  'The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of 
$1  invested  in  the  S&P  500  (a  score  of  100  =  the  S&P  500).  ■'Return  is  for  less  than  tenure.  'Office 
jointly  held  with  Herbert  M.  Sandler.  Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 


president  of  Pearl  Meyer  &  Part- 
ners, a  compensation  consul- 
tancy. "There  is  something  psy- 
chological, a  feeling  of 'This  is  my 
life,'"  he  says. 

When  Howard  Solomon  took 
over  Forest  Labs  in  1977,  he  saw 
that  its  future  was  in  pharmaceu- 
ticals. Forest  didn't  have  the  capi- 
tal to  develop  its  own  drugs,  so 
Solomon  went  in  through  the 
back  door  by  marketing  gener- 
ics— a  strategy  that  proved  highly  profitable  as  insurers  looked 
for  ways  to  shave  medical  costs. 

Can  a  pay  package  inspire  a  hired  hand  to  act  like  a 
founder? 

One  way  is  through  long-vesting  stock  plans,  "the  moral 
equivalent  of  true  ownership,"  says  Rich.  Perhaps  executives 
should  wait  five  years  or  more  for  stock  to  vest.  Stock  owner- 
ship has  the  advantage  over  options  of  not  creating  an  incen- 
tive to  cut  dividends  and  leverage  up  the  balance  sheet. 

At  FxxonMobil  some  of  the  stock  granted  to  executives  can- 
not be  sold  for  ten  years  or  until  retirement,  whichever  comes 
later,  says  Brian  Foley,  an  executive-pay  consultant.  Citigroup  takes 
a  different  approach,  says  Foley,  by  requiring  executives  who 
exercise  options  to  hold  a  portion  in  stock  rather  than  cash  out. 

Not  every  chief  executive  ought  to 
stick  around  forever.  Michael  Eisner, 
Hank  Creenberg  and  Jack  Welch 
had  brilliant  careers— except  for  the 
last  few  years  of  their  tenures.  Even 
some  of  the  names  on  our  20/20  list 
rank  near  the  bottom  of  our  pay-for- 
performance  ranking,  which  gives 
considerable  weight  to  compensation 
and  results  since  1999.  Larry  Ellison 
stands  out  for  his  outsize  option  ex- 
ercises and  Leslie  Wexner  for  a  recendy 
weak  stock.  Still,  there  is  something  to 
be  said  for  encouraging  very  long-term 
thinking— as  long  as  boards  ease  out 
those  whose  best  performances  are 
behind  them.  F 
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u  should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  carefully  before  investing, 
e  fund's  prospectus  contains  this  and  other  important  information.  For  a  current  mutual  fund  prospectus,  please  visit 
rade.com/mutualfunds.  Read  the  prospectus  carefully  before  investing. 

Offer  ends  April  30,  2006.  To  qualify  for  this  offer,  a  new  E*TRADE  Complete'"  Investment  Account  must  be  opened  by  April  30,  2006  and  when  you  transfer  $20,000  or  more 
bin  30  days  of  opening  the  account.  Other  important  terms  and  conditions  apply.  Visit  etrade.com/switchtoday  for  program  details.  This  $135  subscription  is  being  provided  to 

for  educational  purposes  only.  The  content  has  been  written  by  a  third  party  not  affiliated  with  E'TRADE  FINANCIAL  Corp.  or  any  of  its  affiliates.  No  information  contained  on  the 
rningstar  website  has  been  endorsed  or  approved  by  E*TRADE  Securities,  and  EMRADE  Securities  is  not  responsible  for  the  content.  The  subscription  will  terminate  at  the  end  of 

12  month  trial.  Morningstar  is  a  registered  trademark  of  Morningstar,  Inc.  E*TRADE  FINANCIAL  and  Mormngstar,  Inc.  are  separate  and  non-affiliated  companies. 

urities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASO/SIPC. 

006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


I  Aociilivc  Pay 


What  the  Boss  Makes 


The  Weil-Paid  Boss 

After  landing  a  54%  pay  raise  in  2004,  the  chief  execu- 
tives of  Americas  500  biggest  companies  (as  measured 
by  a  composite  ranking  of  sales,  profits,  assets  and 
market  value)  got  an  aggregate  6%  pay  raise  last  year, 
earning  total  compensation  of  $5.4  billion. 

Our  pay  figure  measures  the  following,  for  each 
company's  latest  fiscal  year:  salary  and  bonuses;  other 
compensation,  such  as  stock  grants,  but  only  as  they 
vest;  and  realized  gains  from  exercised  stock  options. 
That  is,  we  don't  count  an  option  until  it's  cashed  in. 

Below,  we  list  the  150  bosses  who  earned  the  biggest 
paychecks  last  year. 
For  paychecks  of 
other  bosses  and 
more  data  on  chief 
executive  pay,  go  to 
forbes.com/ceos. 

—Scott  DeCarlo 


1-year  total  compensation  ($thou) 


1      Richard  D  Fairbank/Capital  One  Financial 

$249,420 

2     Terry  S  Semel/Yahoo 

230.5541 

3     Henry  R  Silverman/Cendant 

139,962 

4     Bruce'  Karatz/KB  Home 

135,532 

5     Richard  S  Fuld  Jr/Lehman  Bros  Holdings 

122,666 

6     Ray  R  Irani/Occidental  Petroleum 

80,730 

7     Lawrence  J  Ellison/Oracle 

75,326 

8     John  W  Thompson/Symantec 

71,842 

9     Edwin  M  Crawford/Caremark  Rx 

69,663 

10    Angelo  R  Mozilo/Countrywide  Financial 

1Prior-year  data. 

68.9521 

4 

COMPENSATION 


RANK 


SALARY  &  BONUS 


See  footnotes  on  page  144. 
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STOCK 


COMPANY/CHIEF  EXECUTIVE 

AMONG 
500  CEOS 

($thou) 

1-YEAR 

change  % 

OTHER 

($thou) 

GAINS 

($thou) 

1-YEAR 

($thou) 

5-YEAR 

(Sthou) 

VALUE 

(Smil) 

Adobe  Systems/Biuce  Chizen 

115 

1,989 

-10 

9 

10,556 

47,899 

7.0 

AES/Paul  T  Hanrahan 

138 

2,422 

4  r; 

3,643 

4,230 

10,296 

16.8532 

2.0 

Aetna/Ronald  A  Williams 

33 

2,700 

NA 

4,162 

24,001 

30,863  s 

NA 

32.5 

Af lac/Daniel  P  Amos 

37 

3,777 

11 

184 

24,012 

27,973 

86,938 

273.0 

Allstate/Edward  M  Liddy 

75 

1,702 

-65 

1,739 

14,352 

17,793 

62,909 

22.1 

Altria  Group/Louis  C  Camilleri 

78 

5,863 

T 

4,542 

6,602 

17,007 

46.0402 

54.1 

Ambac  Financial  Group/Robert  J  Genader 

144 

1,475 

-4 

5,027 

3,374 

9,877 

21.8963 

42.7 

Amerada  Hess/John  B  Hess 

41 

4,400 

13 

5,300 

15,201 

24,901 

40,348 

820.3 

American  Express/Kenneth  1  Chenault 

66 

7,092 

1 

10,643 

1,549 

19,284 

84.312 

56.3 

American  Intl  Group/Martin  J  Sullivan 

130 

7,750 

NA 

3,094 

159 

11,003 

NA 

2.9 

Amgen/Kevin  W  Sharer 

24 

5,890 

20 

732 

27,865 

34,487 

75,561 

9.2 

Anadarko  Petroleum/James  T  Hackett 

148 

2,992 

3 

6,745 

9,737 

23.0823 

15.1 

Apache/G  Steven  Farris 

93 

2,275 

8 

3,065 

9,101 

14.440 

24,4782 

41.2 

Aramark/Joseph  Neubauer 

82 

2,600 

44 

402 

13,154 

16,156 

31,892 

604.4 

Archstone-Smith/R  Scot  Sellers 

74 

2,500 

4 

8,140 

7,175 

17,816 

34,664 

22.5 

Ashland/James  J  O'Brien 

107  . 

2,372 

3 

61 

10,835 

13,267 

18.1272 

9.2 

AT&T/Edward  EWhitacreJr 

64 

9,249 

11 

10,070 

137 

19,456 

92,546 

47.6 

Bank  of  New  York/Thomas  A  Renyi 

103 

4,000 

0 

4,209 

5,228 

13,437 

61,794 

41.0 

Bear  Stearns  Cos/James  E  Cayne 

36 

12,921 

26 

15,477 

28,398 

132,139 

903.9 

BellSouth/F  Duane  Ackerman 

97 

3,600 

-11 

7,821 

2,548 

13,969 

43,302 

27.2 

Biogen  Idee/James  C  Mullen 

127 

2,330 

NA 

943 

8,129 

11,403 4 

NA 

4.4 

Boston  Properties/Edward  H  Linde 

125 

1,700 

6 

9,853 

11,554 

39,327 

803.1 

Burlington  Santa  Fe/Matthew  K  Rose 

106 

3,565 

NM 

904 

8,803 

13,272 

28,268 

38.1 

Capital  One  Financial/Richard  D  Fairbank 

  6 

NM 

153 

249,268 

249,420 

448,583 

187.5 

ith  244  hp,  leather  seats  and  available  navigation  system,  you'll  be  on  the  right  track.  The  Accord  EX  V-6  Coupe: 


pnda.com  1-800-33-Honda  6-speed  model  shown.  ©2005  American  Honda  Motor  Co..  Inc. 


What  the  Boss  Makes 


COMPENSATION 


STOCK 


RANK 
AMONG 

SAI  ARY  ft  RriNIK 

STOCK 

TOTAL 

OWNED 

1-YEAR 

OTHER 

GAINS 

1-YEAR 

5- YEAR 

VALUE 

COMPANY/CHIEF  EXECUTIVE 

500  CEOS 

rhanriP  °A 

\.l  idl  lUr^  /<) 

($thou) 

(Sthou) 

(Sthou) 

(Sthou) 

(Smil) 

Caremark  Rx/Edwin  M  Crawford 

'■>' 

4,800 

-15 

1,025 

63,838 

3.9 

CBS/Les!ie  Moonves 

58 

19,773 

NA 

'  267 

- 

1.0 

Cendant/Henry  R  Silverman 

3 

15,617 

-16 

6,701 

117,645 

159.1 

Centex/Timothy  R  Eller 

145 

•  5,860 

-50 

3,925 

— 

9,785  I 

NA 

28.2 

Cigna/ H  Edward  Manway 

35 

4,055 

12 

8,318 

16,448 

28,821 

78310 

79.7 

Cisco  Systems/John  T  Chambers 

11 

1,650 

-13 

61,329 

62,988 

103,435 

70.5 

Citigroup/Charles  0  Prince 

59 

13,000 

22 

6,676 

260 

19.936 

493511 

70.3 

Coach/Lew  Frankfort 

13 

2,067 

2 

5,744 

48,179 

55,990 

208,341 

148.9 

Colgate-Palmolive/Reuben  Mark 

121 

5,389 

66 

6,683 

— 

12.072 

188389 

332.8 

Comcast/Brian  L  Roberts 

104 

10,083 

15 

3,275 

— 

13358 

67.808' 

325.6 

Computer  Sciences/Van  B  Honeycutt 

113 

1.2946 

NM 

182 

11,213 

12,689 

28.799 

15.1 

ConocoPhillips/James  J  Mulva 

31 

8,300 

48 

22,801 

235 

31337 

83.468 

149.5 

Consol  Energy/ J  Brett  Harvey 

111 

2,624 

53 

814 

9,430 

12.868 

17,332 

1.9 

Countrywide  Financial/ Angelo  R  Mozilo 

10 

19,740 

-11 

621 

48,591 

68.952* 

160.143 

46.3 

CSX/MichaelJWard 

43 

2,780 

64 

19,907 

1,127 

23,813 

27.761* 

15.1 

CVS/Thomas  M  Ryan 

73 

4,700 

-2 

6,044 

7,255 

17,999 

56,388 

63.8 

DaVita/Kent  J  Thiry 

38 

2,625 

89 

1,730 

23,524 

27,878* 

56,166 

6.5 

Deere  &  Co/Robert  W  Lane 

128 

3,537 

15 

2,892 

4,681 

11,109 

22,855 

7.5 

Dell/Kevin  B  Rollins 

18 

2,955 

17 

14 

36,345 

39315* 

NA 

0.5 

Developers  Diversified/Scott  A  Wolstein 

76 

1,402 

4 

13,031 

3,107 

17,540 

69,302 

95.2 

Walt  Disney/ Robert  A  Iger 

120 

9,240 

NA 

1,558 

1,375 

12,173s 

NA 

5.1  | 

Eaton/ Alexander  M  Cutler 

96 

2,688 

-15 

7,728 

3,607 

14,024 

41.958 

38.8 

Edison  International/John  E  Bryson 

77 

3.260 

6 

9,882 

3,954 

17,097 

43,022 

21.4 

Electronic  Arts/ Lawrence  F  Probst  III 

114 

680 

-53 

4 

11,910 

12,593 

81,762 

40.1 

Emerson  Electric/David  N  Farr 

139 

3,050 

22 

7,153 

— 

10,203 

24,307 

28.0 

EOG  Resources/Mark  G  Papa 

21 

1,940 

11 

1,329 

33,275 

36,544 

51,696 

54.0 

Exelon/John  W  Rowe 

39 

2,892 

-1 

6,277 

17,732 

26,901 

51,748 

31.9 

Fidelity  National  Fml/William  P  Foley  II 

68 

5,592 

23 

2,864 

10,300 

18,756' 

77,691 

174.5 

First  Data/Henry  C  Duques 

52 

1,650' 

NA 

4,771 

15,634 

22,055 

NA 

0.7 

FirstEnergy/Anthony  J  Alexander 

142 

2,746 

39 

1,187 

6,044 

9,977 

17,6733 

19.4 

Fisher  Scientific/Paul  M  Montrone 

45 

2,200 

-26 

146 

21,080 

23,427 

66,598 

73.2 

Fluor/Alan  L  Boeckmann 

124 

3,110 

-1 

859 

7,596 

11,565 

33,930 

29.6 

Fortune  Brands/ Norman  H  Wesley 

150 

2,539 

1 

7,062 

- 

9,600 

47,005 

10.2 

Freeport  Copper/  Richard  C  Adkerson 

23 

1.2506 

NM 

5,937 

28,222 

35,409 

73300* 

30.0 

General  Electric/Jeffrey  R  Immelt 

67  " 

3,2256 

NM 

12,188 

3,821 

19,234 

72,234 

28.3 

General  Mills/Stephen  W  Sanger 

69 

2,470 

8 

348 

15,787 

18,606 

35,156 

43.0 

Genworth  Financial/Michael  D  Fraizer 

123 

4,211 

49 

1,222 

6,336 

11,769 

25,397 

8.3 

Genzyme/Henri  A  Termeer 

22 

3,125 

2 

32 

33,224 

36381 

83,624 

43.8 

Gilead  Sciences/John  C  Martin 

46 

2,079 

10 

5 

20,771 

j  J  

22,855 

64,272 

44.9 

Golden  West  Fini/Marion  0  Sandler7 

54 

1,514 

5 

14 

20,211 

21,739 

42,035 

2,006.3 

Goldman  Sachs  Group/Henry  M  Paulson  Jr 

81 

600s 

NM 

15,796 

16,396 

46,744 

632.4 

Guidant/ James  M  Cornelius8 

40 

900' 

NA 

34 

24,249 

25,183 

NA 

37.3 

Halliburton/David  J  Lesar 

34 

4,032 

-15 

10,636 

14,688 

29,356 

58,870 

53.1 

See  footnotes  on  page  144. 
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tSAl  HKUUM  LUNrlUhN  I  I AL  FROM  AVODART 


"He  goes  three  times  a  night. 
He  must  really  need  to  mark  his  territory." 


You  probably  think  you  have 
a  going  problem.  Instead,  it 
might  be  a  growing  problem. 

If  you  not  only  have  to  go  to  the 
bathroom  often,  but  find  it's  hard 
to  start  once  you  get  there.  Or  see  that 
you're  starting  and  stopping,  you  may 
have  an  enlarging  prostate.  And  you 
don't  have  to  put  up  with  it.  Ask  your 
doctor  if  Avodart  is  right  for  you.  Most 
medicines  only  treat  urinary  symptoms. 
Avodart,  with  time,  actually  shrinks  the 
prostate  and  reduces  symptoms.  So  you 
can  spend  less  time  in  the  bathroom 
and  more  time  in  bed. 


Important  Safety  Information  About 
Prescription  AVODART*  (dutasteride): 

Avodart  is  used  to  treat  urinary  symptoms 
of  Enlarging  Prostate.  Only  your  doctor 
can  tell  if  your  symptoms  are  from  an 
enlarged  prostate  and  not  a  more  serious 
condition,  such  as  prostate  cancer.  See 
your  doctor  for  regular  exams.  Women 
and  children  should  not  take  Avodart. 
Women  who  are  or  could  become 
pregnant  should  not  handle  Avodart 
due  to  the  potential  risk  of  a  specific 

fyODART 

Soft  Gelatin  Capsules  0.5  mg 
FOR  YOUR  GROWING  PROBLEM 


birth  defect.  Do  not  donate  blood 
until  at  least  six  months  after  stopping 
Avodart.  Tell  your  doctor  if  you  have 
liver  disease.  Avodart  may  not  be 
right  for  you.  Possible  side  effects, 
including  sexual  side  effects  and 
swelling  or  tenderness  of  the  breast, 
occur  infrequently.  See  important 
information  on  next  page. 


Do  you  have  an  enlarging  prostate? 

If  you  have  any  of  these  urinary  symptoms, 
talk  to  your  doctor. 


Urination  starts 
and  stops. 

Frequent  urge 
to  urinate. 

Difficulty  emptying  ,imes  a  ni8ht 
your  bladder. 


Symptoms  get  in 
the  way  of  your  life. 

Getting  up  to 
urinate  2  or  more 


GlaxoSmithKline 

For  more  information,  call  1-800-332-5353  or  visit  avodart.com.  If  you  don't  have  prescription  coverage,  visit  pparx.org,  or 


call  I-888-4PPA-NOW  (1-888-477-2669)  !  l*^^'?^. 

v  '      N£_/  Prescription  Assistance 


AVODARP 

(dutasteride) 
.« Gela:  Capsuies 

The  following  is  a  brief  summary  only,  see  lull  prescribing  information  for  complete 
product  information. 

INDICATIONS  AND  USAGE 

AVODART  is  indicated  for  the  treatment  of  symptomatic  benign  prostatic  hyperplasia 
(BPH)  in  men  with  an  enlarged  prostate  to: 

•  Improve  symptoms 

•  Reduce  the  risk  of  acute  urinary  'e'ention 

■  Reduce  the  risk  of  the  need  for  BPH  related  surgery 

CONTRAINDICATIONS 

AVODART  is  contraindicated  lor  uss  in  women  and  children. 
AVODART  is  contraindicated  foi  patients  with  known  hypersensitivity  to  dutasteride. 
other  5u-reductase  inhibitors,  or  any  component  of  the  preparation 

WARNINGS 

Exposure  of  Women— Risk  to  Kale  Fetus:  Dutasteride  is  absorbed  through  the  skin 
Therefore,  women  who  are  pregnant  or  may  be  pregnant  should  not  handle  AVODART 
Soft  Gelatin  Capsules  because  of  the  possibility  ol  absorption  of  dutasteride  and  the 
potential  risk  of  a  fetal  anomaly  to  a  male  fetus  (see  CONTRAINDICATIONS)  In  addi- 
tion, women  should  use  caution  whenever  handling  AVODART  Soft  Gelatin  Capsules 
If  contact  is  made  with  leaking  capsules,  the  contact  area  should  be  washed  immedi- 
ately with  soap  and  water, 

PRECAUTIONS 

General:  Lower  urinary  tract  symptoms  of  BPH  can  be  indicative  of  other  urological 
diseases,  including  prostate  cancer.  Patients  should  be  assessed  lo  rule  out  other  uro- 
logical diseases  prior  lo  treatment  with  AVODART  Patients  with  a  large  residual  urinary 
volume  and/or  severely  diminished  urinary  How  may  not  be  good  candidates  lor 
5a-reductase  inhibitor  therapy  and  should  be  carefully  monitored  for  obstructive 
uropathy. 

Blood  Donation:  Men  being  treated  with  dutasteride  should  not  donate  blood  until  at 
least  6  months  have  passed  following  their  last  dose  The  purpose  of  this  deferred  peri- 
od is  to  prevent  administration  ol  dutasteride  to  a  pregnant  female  transfusion  recipient 
Use  in  Hepatic  Impairment:  The  effect  of  hepatic  impairment  on  dutasteride  pharma- 
cokinetics has  not  been  studied.  Because  dutasteride  is  extensively  metabolized  and 
has  a  half-life  of  approximately  5  weeks  at  steady  state,  caution  should  be  used  in  the 
administration  of  dutasteride  lo  patients  with  liver  disease. 
Use  with  Potent  CYP3A4  Inhibitors:  Although  dutasteride  is  extensively  metabolized, 
no  mefabolically  based  drug  interaction  studies  have  been  conducted  The  effect  of 
potent  CYP3A4  inhibitors  has  not  been  studied.  Because  of  the  potential  for  drug-drug 
interactions,  care  should  be  taken  when  administering  dutasteride  to  patients  taking 
potent,  chronic  CYP3A4  enzyme  inhibitors  (e  g.,  ritonavir). 
Effects  on  Prostate-Specific  Antigen  and  Prostate  Cancer  Defection:  Digital  rectal 
examinations,  as  well  as  other  evaluations  lor  prostate  cancer,  should  be  performed  on 
patients  with  BPH  prior  to  initiating  therapy  with  AVODART  and  periodically  thereafter 

Dutasteride  reduces  total  serum  PSA  concentration  by  approximately  40%  follow- 
ing 3  months  of  treatment  and  approximately  50%  following  6, 12,  and  24  months  of 
treatment.  This  decrease  is  predictable  over  the  entire  range  of  PSA  values,  although  it 
may  vary  in  individual  patients  Therefore,  for  interpretation  of  serial  PSAs  in  a  man 
taking  AVODART,  a  new  baseline  PSA  concentration  should  be  established  after  3  to 
6  months  of  treatment,  and  this  new  value  should  be  used  to  assess  potentially 
cancer-related  changes  in  PSA  To  interpret  an  isolated  PSA  value  in  a  man  treated  with 
AVODART  for  6  months  or  more,  the  PSA  value  should  be  doubled  for  comparison 
with  normal  values  in  unlreated  men. 

The  free-to-total  PSA  ratio  (percent  tree  PSA)  remains  constant  at  Month  12.  even 
under  the  influence  of  AVODART  If  clinicians  elect  to  use  percent  tree  PSA  as  an  aid  in 
the  detection  of  prostate  cancer  in  men  receiving  AVODART,  no  adiustment  lo  its  value 
appears  necessary 

Information  for  Patients:  Physicians  should  instruct  their  patients  to  read  the  Patient 
Information  leaflet  before  starting  therapy  with  AVODART  and  to  reread  it  upon  pre- 
scription renewal  for  new  information  regarding  the  use  of  AVODART 

AVODART  Soft  Gelatin  Capsules  should  not  be  handled  by  a  woman  who  is 
pregnant  or  who  may  become  pregnant  because  of  the  potential  for  absorption  of 
dutasteride  and  the  subseguent  potential  risk  to  a  developing  male  letus  (see  CON- 
TRAINDICATIONS and  WARNINGS  Exposure  of  Women— Risk  to  Male  Fetus) 

Physicians  should  inform  patients  that  ejaculate  volume  might  be  decreased  in 
some  patients  during  treatment  with  AVODART,  This  decrease  does  not  appear  to  inter- 
fere with  normal  sexual  function.  In  clinical  trials,  impotence  and  decreased  libido,  con- 
sidered by  the  investigator  to  be  drug-related,  occurred  in  a  small  number  of  patients 
treated  with  AVODART  or  placebo  (see  ADVERSE  REACTIONS  Table  1). 

Men  treated  with  dutasteride  should  not  donate  blood  until  at  least  6  months  have 
passed  following  their  last  dose  to  prevent  pregnant  women  from  receiving  dutasteride 
through  blood  transfusion  (see  PRECAUTIONS:  Blood  Donation). 
Drug  Interactions:  Care  should  be  taken  when  administering  dutasteride  to  patients 
taking  potent,  chronic  CYP3A4  inhibitors  (see  PRECAUTIONS:  Use  with  Potent 
CYP3A4  Inhibitors). 

Dutasferide  does  not  inhibit  the  in  vitro  metabolism  of  model  substrates  for  the 
maior  human  cytochrome  P450  isoenzymes  (CYP1A2,  CYP2C9,  CYP2C19,  CYP2D6, 
and  CYP3A4)  at  a  concentration  of  1.000  ng/mL.  25  times  greater  than  steady-state 
serum  concentrations  in  humans  In  vitro  studies  demonstrate  that  dutasteride  does 
not  displace  warfarin,  diazepam,  or  phenytom  from  plasma  protein  binding  siles,  nor 
do  these  model  compounds  displace  dutasteride 

Digotin:  In  a  study  of  20  healthy  volunteers,  AVODART  did  not  alter  the  steady-state 
pharmacokinetics  of  digoxin  when  administered  concomitantly  at  a  dose  of  0  5  mg/day 
tor  3  weeks. 

Warfarin:  In  a  study  of  23  healthy  volunteers,  3  weeks  of  treatment  with  AVODART 
0  5  mg/day  did  not  alter  the  steady-state  pharmacokinetics  ol  the  S-  or  R-warfarin 
isomers  or  alter  the  effect  of  warfarin  on  prothrombin  time  when  administered  with 
warfarin, 

Alpha-Adrenergic  Blocking  Agents:  In  a  single  seguence,  crossover  study  in  healthy 
volunteers,  the  administration  of  tamsulosin  or  terazosin  in  combination  with  AVODART 
had  no  effect  on  the  steady-state  pharmacokinetics  of  either  alpha-adrenergic  blocker 
The  percent  change  in  DHT  concentrations  was  similar  for  AVODART  alone  compared 
with  the  combination  treatment 

A  clinical  trial  was  conducted  in  which  dutastende  and  tamsulosin  were  adminis- 
tered concomitantly  lor  24  weeks  followed  by  12  weeks  of  treatment  with  either  the 
dutasteride  and  tamsulosin  combination  or  dutasteride  monotherapy.  Results  from  the 
second  phase  of  the  trial  revealed  no  excess  of  serious  adverse  events  or  discontinu- 
ations due  to  adverse  events  in  the  combination  group  compared  to  the  dutasteride 
monotherapy  group 

Calcium  Channel  Antagonists:  In  a  population  pharmacokinetics  analysis,  a 
decrease  in  clearance  of  dutastende  was  noted  when  co-administered  with  the  CYP3A4 
inhibitors  verapamil  (-37%.  n  =  6)  and  diltiazem  (-44%,  n  =  5).  In  contrast,  no  decrease 
in  clearance  was  seen  when  amlodipine.  another  calcium  channel  antagonist  that  is  not 
a  CYP3A4  inhibitor,  was  co-administered  with  dutasteride  (♦?%,  n  =  4). 

The  decrease  in  clearance  and  subseguent  increase  in  exposure  to  dutasteride  in  the 
presence  of  verapamil  and  diltiazem  is  not  considered  to  be  clinically  significant  No 
dose  adjustment  is  recommended. 

Cholestyramine:  Administration  of  a  single  5-mg  dose  ol  AVODART  followed  1  hour 
later  by  12  g  cholestyramine  did  not  affect  the  relative  bioavailability  of  dutasteride  in 
12  normal  volunteers. 

Otfier  Concomitant  Therapy:  Although  speci'ic  interaction  studies  were  not  per- 
formed with  other  compounds,  approximately  90%  of  the  subjects  in  the  3  Phase  III 
pivotal  efficacy  studies  receiving  AVODART  were  taking  other  medications  concomi- 
tantly. No  clinically  significant  adverse  interactions  could  be  attnbuted  to  the  combina- 
tion of  AVODART  and  concurrent  theraov  when  AVODART  was  co-administered  with 


blocking  agents,  calcium  channel  blockers,  corticosteroids,  diuretics,  nonsteroidal 
anti-inflammatory  drugs  (NSAIOs).  phosphodiesterase  Type  V  inhibitors,  and 
quinolone  antibiotics 

Drug/laboratory  Test  Interactions:  Effects  on  Prostate-Specific  Antigen:  PSA 

levels  generally  decrease  in  patients  treated  with  AVODART  as  the  prostate  volume 
decreases  In  approximately  one-half  of  the  subjects,  a  20%  decrease  in  PSA  is  seen 
within  the  first  month  of  therapy  After  6  months  of  therapy,  PSA  levels  stabilize  to  a 
new  baseline  that  is  approximately  50%  of  the  pre-treatment  value.  Results  of  subjects 
treated  with  AVODART  for  up  to  2  years  indicate  this  50%  reduction  in  PSA  is  main- 
tained Therefore,  a  new  baseline  PSA  concentration  should  be  established  after  3  to 
6  months  ol  treatment  with  AVODART  (see  PRECAUTIONS  Effects  on  PSA  and 
Prostate  Cancer  Detection). 

Hormone  Levels:  In  healthy  volunteers,  52  weeks  of  treatment  with  dutasteride 
0  5  mg/day  (n  =  26)  resulted  in  no  clinically  significant  change  compared  with  pla- 
cebo (n  =  23)  in  sex  hormone  binding  globulin,  estradiol,  luteinizing  hormone,  follicle- 
stimulating  hormone,  thyroxine  (free  T4).  and  dehydroepiandrosterone  Statistically 
significant,  baseline-adjusted  mean  increases  compared  with  placebo  were  observed 
for  total  testosterone  at  8  weeks  (97 1  ng/dL  p<0  003)  and  thyroid-stimulating  hor- 
mone (TSH)  at  52  weeks  (04  mclU/mL.  p<0.05|  The  median  percentage  changes 
from  baseline  within  the  dutasteride  group  were  17  9%  for  testosterone  al  8  weeks  and 
12.4%  lor  TSH  al  52  weeks  After  stopping  dutasteride  for  24  weeks,  the  mean  levels 
of  testosterone  and  TSH  had  returned  to  baseline  in  the  group  of  subiects  with  avail- 
able data  at  the  visit  In  patients  with  BPH  treated  with  dutasteride  0.5  mg/day  for  4 
years,  the  median  decrease  in  serum  DHT  was  94%  at  1  year,  93%  at  2  years,  and  95% 
at  both  3  and  4  years  The  median  increase  in  serum  testosterone  was  19%  at  both  1 
and  2  years,  26%  at  3  years,  and  22%  at  4  years,  but  the  mean  and  median  levels 
remained  within  the  physiologic  range  In  patients  with  BPH  treated  with  dutastende  in 
a  large  Phase  ill  trial,  there  was  a  median  percent  increase  in  luteinizing  hormone  of 
12%  at  6  months  and  19%  at  both  12  and  24  months 

Reproductive  Function:  The  effects  of  dutasteride  05  mg/day  on  semen  character- 
istics were  evaluated  in  normal  volunteers  aged  18  to  52  (n  -  27  dutasteride,  n  =  23 
placebo)  throughout  52  weeks  of  trealment  and  24  weeks  of  post-treatment  follow-up 
At  52  weeks,  the  mean  percent  reduction  from  baseline  in  total  sperm  count,  semen 
volume,  and  sperm  motility  were  23%.  26%.  and  18%,  respectively,  in  the  dutasteride 
group  when  adjusted  for  changes  from  baseline  in  Ihe  placebo  group  Sperm  concen- 
tration and  sperm  morphology  were  unaffected  After  24  weeks  of  follow-up,  Ihe  mean 
percent  change  in  total  sperm  count  in  the  dutastende  group  remained  23%  lower  than 
baseline.  While  mean  values  for  all  semen  parameters  at  all  time  points  remained  with- 
in the  normal  ranges  and  did  not  meet  predefined  criteria  for  a  clinically  significant 
change  (30%),  two  subiects  in  the  dutasteride  group  had  decreases  in  sperm  count  of 
greater  than  90%  from  baseline  at  52  weeks,  with  partial  recovery  at  the  24-week 
follow-up  The  clinical  significance  of  dutasteride's  effect  on  semen  characteristics  for 
an  individual  patient's  fertility  is  not  known. 

Central  Nervous  System  Toxicity:  In  rats  and  dogs,  repeated  oral  administration 
of  dutasteride  resulted  in  some  animals  showing  signs  of  non-specific,  reversible, 
centrally-mediated  toxicity  without  associated  hisfopathological  changes  at  exposure 
425-  and  315-fold  the  expected  clinical  exposure  (of  parent  drug),  respectively 
Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility:  Carcinogenesis:  A  2-year 
carcinogenicity  study  was  conducted  in  B6C3F1  mice  at  doses  of  3.  35,  250,  and 
500  mg/kg/day  for  males  and  3, 35,  and  250  mg/kg/day  for  females,  an  increased  inci- 
dence of  benign  hepatocellular  adenomas  was  noted  at  250  mg/kg/day  (290-fold  the 
expected  clinical  exposure  to  a  0.5  mg  daily  dose)  in  females  only.  Two  of  Ihe  3  major 
human  metabolites  have  been  detected  in  mice.  The  exposure  to  these  metabolites  in 
mice  is  either  lower  than  in  humans  or  is  not  known. 

In  a  2-year  carcinogenicity  study  in  Han  Wistar  rats,  at  doses  of  1  5,  7.5,  and 
53  mg/kg/day  for  males  and  0.8,  6.3,  and  15  mg/kg/day  for  females,  there  was  an 
increase  in  Leydig  cell  adenomas  in  the  testes  at  53  mg/kg/day  (135-fold  the  expected 
clinical  exposure)  An  increased  incidence  of  Leydig  cell  hyperplasia  was  present  at 
7.5  mg/kg/day  (52-fold  the  expected  clinical  exposure)  and  53  mg/kg/day  in  male  rats, 
A  positive  correlation  between  proliferative  changes  in  the  Leydig  cells  and  an  increase 
in  circulating  luteinizing  hormone  levels  has  been  demonstrated  with  5a-reductase 
inhibitors  and  is  consistent  with  an  effect  on  the  hypothalamic-pituitary-testicular  axis 
following  5<i-reductase  inhibition  At  tumorigenic  doses  in  rats,  luteinizing  hormone 
levels  in  rats  were  increased  by  1 67%  In  this  study,  the  major  human  metabolites  were 
tested  for  carcinogenicity  at  approximately  1  to  3  times  the  expected  clinical  exposure 

Mutagenesis:  Dutasteride  was  tested  for  genotoxicity  in  a  bacterial  mutagenesis 
assay  (Ames  test),  a  chromosomal  aberration  assay  in  CHO  cells,  and  a  micronucleus 
assay  in  rats.  The  results  did  not  indicate  any  genoloxic  potential  of  the  parent  drug. 
Two  major  human  metabolites  were  also  negative  in  either  the  Ames  lest  or  an  abbre- 
viated Ames  test 

Impairment  ol  Fertility:  Treatment  of  sexually  mature  male  rats  with  dutasteride 
at  doses  of  0.05, 10, 50,  and  500  mg/kg/day  (0,1-  to  110-fold  the  expected  clinical 
exposure  of  parent  drug)  for  up  to  31  weeks  resulted  in  dose-  and  time-dependent 
decreases  in  fertility:  reduced  cauda  epididymal  (absolute)  sperm  counts  but  not  sperm 
concentration  (at  50  aod  500  mg/kg/day),  reduced  weights  of  the  epididymis,  prostate, 
and  seminal  vesicles,  and  microscopic  changes  in  the  male  reproductive  organs  The 
fertility  effects  were  reversed  by  recovery  week  6  at  all  doses,  and  sperm  counts  were 
normal  at  the  end  of  a  14-week  recovery  period.  The  5a-reductase-related  changes 
consisted  of  cytoplasmic  vacuolation  of  tubular  epithelium  in  the  epididymides  and 
decreased  cytoplasmic  content  of  epithelium,  consistent  with  decreased  secretory 
activity  in  the  prostate  and  seminal  vesicles.  The  microscopic  changes  were  no  longer 
present  at  recovery  week  14  in  the  low-dose  group  and  were  partly  recovered  in 
the  remaining  treatment  groups  Low  levels  of  dutasteride  (0.6  to  1 7  ng/mL)  were 
detected  in  the  serum  of  untreated  female  rats  mated  to  males  dosed  at  10.  50,  or 
500  mg/kg/  day  for  29  to  30  weeks 

In  a  fertility  study  in  female  rats,  oral  administration  of  dutastende  at  doses  of  0.05, 
2.5. 12.5,  and  30  mg/kg/day  resulted  in  reduced  litter  size,  increased  embryo  resorp- 
tion and  feminization  of  male  fetuses  (decreased  anogenital  distance)  at  doses  of 
j2,5  mg/kg/day  (2-  to  10-fold  the  clinical  exposure  of  parent  drug  in  men).  Fetal  body 
weights  were  also  reduced  at  2O  05  mg/kg/day  in  rats  (<0  02-fold  the  human  exposure) 
Pregnancy:  Pregnancy  Category  X  (see  CONTRAINDICATIONS)  AVODART  is  con- 
traindicated for  use  in  women.  AVODART  has  not  been  studied  in  women  because  pre- 
clinical data  suggest  that  the  suppression  of  circulating  levels  of  dihydrotestosterone 
may  inhibit  the  development  of  the  external  genital  organs  in  a  male  fetus  earned  by  a 
woman  exposed  to  dutasteride 

In  an  intravenous  embryo-fetal  development  study  in  the  rhesus  monkey  (1 2/group). 
administration  of  dutasteride  at  400. 780, 1,325,  or  2.010  ng/day  on  gestation  days  20 
to  1 00  did  not  adversely  affect  development  of  male  external  genitalia  Reduction  of  fetal 
adrenal  weights,  reduction  in  fetal  prostate  weights,  and  increases  in  fetal  ovarian  and 
testis  weights  were  observed  in  monkeys  treated  with  the  highest  dose  Based  on  the 
highest  measured  semen  concentration  of  dutasteride  in  treated  men  (14  ng/mL),  these 
doses  represent  08  to  16  times  based  on  blood  levels  of  parent  drug  (32  to  186  times 
based  on  a  ng/kg  daily  dose)  the  potential  maximum  exposure  of  a  50-kg  human  female 
to  5  mL  semen  daily  from  a  dutasteride-treated  man,  assuming  100%  absorption. 
Dutasteride  is  highly  bound  to  proteins  in  human  semen  (>96%),  potentially  reducing 
the  amount  of  dutasteride  available  for  vaginal  absorption 

In  an  embryo-fetal  development  study  in  female  rats,  oral  administration  of  dutas- 
tende at  doses  of  0  05. 2.5. 12  5.  and  30  mg/kg/day  resulted  in  feminization  of  male 
fetuses  (decreased  anogenital  distance)  and  male  offspring  (nipple  development, 
hypospadias,  and  distended  preputial  glands)  at  all  doses  (0  07-  to  111-fold  the 
expected  male  clinical  exposure)  An  increase  in  stillborn  pups  was  observed  al 
30  mg/kg/day.  and  reduced  fetal  body  weight  was  observed  af  doses  a2.5  mg/kg/day 
(15-  to  111-fold  the  expected  clinical  exposure).  Increased  incidences  of  skeletal 
variations  considered  to  be  delays  in  ossification  associated  with  reduced  body  weight 
were  observed  at  doses  of  1 2  5  and  30  mg/kg/day  (56-  to  1 1 1  -fold  the  expected  clin- 
ical exposure). 

In  an  oral  pre-  and  post-natal  development  study  in  rats,  dutastende  doses  of  0  05, 
2.5, 12,5,  or  30  mg/kg/day  were  administered.  Uneguivocal  evidence  of  feminization 
of  the  genitalia  (i.e..  decreased  anogenital  distance,  increased  incidence  of  hypospa- 
dias, nipple  development)  of  F1  generation  male  offspnng  occurred  af  doses 


of  0  05  mg/kg/day  (0  05-fold  the  expected  clinical  exposure),  evidence  of  feminizali 
was  limited  to  a  small,  but  statistically  significant,  decrease  in  anogenital  distant 
Doses  of  2  5  to  30  mg/kg/day  resulted  in  prolonged  gestation  in  the  parental  femal 
and  a  decrease  in  time  to  vaginal  patency  for  female  offspring  and  decrease  prosti 
and  seminal  vesicle  weights  in  male  offspring  Effects  on  newborn  startle  respon 
were  noted  at  doses  greater  than  or  egual  to  12  5  mg/kg/day  Increased  stillbirths  w< 
noted  at  30  mg/kg/day. 

Feminization  of  male  fetuses  is  an  expected  physiological  consequence  of  mhibrti 
of  the  conversion  of  testosterone  to  DHT  by  5«-reductase  inhibitors  These  results ) 
similar  to  observations  in  male  infants  with  genetic  5n-reductase  deficiency 

In  the  rabbit,  embryo-fetal  study  doses  of  30. 100.  and  200  mg/kg  (28-  to  93-f< 
the  expected  clinical  exposure  in  men)  were  administered  orally  on  days  7  to  29> 
pregnancy  to  encompass  the  late  period  of  external  genitalia  development  Hisfologn 
evaluation  of  the  genital  papilla  of  fetuses  revealed  evidence  of  feminization  of  the  ml 
fetus  at  all  doses  A  second  embryo-fetal  study  in  rabbits  at  doses  of  0  05,  0  4  3 
and  30  mg/kg/day  (03-  to  53-fold  the  expected  clinical  exposure)  also  produo 
evidence  of  feminization  of  the  genitalia  in  male  fetuses  at  all  doses  It  is  not  knot 
whether  rabbits  or  rhesus  monkeys  produce  any  of  the  maior  human  metabolites 
Nursing  Mothers:  AVODART  is  not  indicated  for  use  in  women  It  is  not  knot 
whether  dutasteride  is  excreted  in  human  breast  milk. 
Pediatric  Use:  AVODART  is  not  indicated  for  use  in  the  pediatric  population  Safety  a 
effectiveness  in  the  pediatric  population  have  not  been  established 
Geriatric  Use:  Of  2,167  male  subiects  treated  with  AVODART  in  3  clinical  studies,  6fJ 
were  65  and  over  and  15%  were  75  and  over  No  overall  differences  in  safety 
efficacy  were  observed  between  these  subiects  and  younger  subiects  Other  report 
clinical  expenence  has  not  identified  differences  in  responses  between  the  elderly  a 
younger  patients 

ADVERSE  REACTIONS 

Because  clinical  trials  are  conducted  under  widely  varying  conditions,  adverse  re; 
tion  rates  observed  in  the  clinical  tnals  of  a  drug  cannot  be  directly  compared  to  raj 
in  the  clinical  tnal  of  another  drug  and  may  not  reflect  the  rates  observed  in  practn 
The  adverse  reaction  information  from  clinical  trials  does,  however,  provide  a  basis 
identifying  the  adverse  events  that  appear  to  be  related  to  drug  use  and  for  appro 
mating  rates 

Most  adverse  reactions  were  mild  or  moderate  and  generally  resolved  while 
treatment  in  both  the  AVODART  and  placebo  groups  The  most  common  advei 
events  leading  to  withdrawal  in  both  treatment  groups  were  associated  with  the  repi 
ductive  system 

Over  4,300  male  subiects  with  BPH  were  randomly  assigned  to  receive  placebo 
0  5-mg  daily  doses  of  AVODART  in  3  identical  2-year,  placebo-controlled,  double-bin 
Phase  3  treatment  studies,  each  wrth  2-year  open-label  extensions  Dunng  the  doub 
blind  treatment  period,  2,167  male  subiects  were  exposed  to  AVODART.  includl 
1.772  exposed  for  1  year  and  1.510  exposed  for  2  years  When  including  the  ope 
label  extensions.  1 ,009  male  subiects  were  exposed  to  AVODART  for  3  years  and  B 
were  exposed  for  4  years.  The  population  was  aged  47  to  94  years  (mean  age.  66  yea 
and  greater  than  90%  Caucasian  Over  the  2-year  double-blind  treatment  period,  3 
subjects  (9%  of  each  treatment  group)  were  withdrawn  from  the  studies  due 
adverse  experiences,  most  commonly  associated  with  the  reproductive  system,  w 
similar  findings  dunng  the  2-year  open-label  extensions  Withdrawals  due  to  advei 
events  considered  by  the  investigator  to  have  a  reasonable  possibility  of  being  caus 
by  the  study  medication  occurred  in  4%  of  the  subiects  receiving  AVODART  and  in ; 
of  the  subiects  receiving  placebo  Table  1  summarizes  clinical  adverse  reactions  tl 
were  reported  by  the  investigator  as  drug-related  in  at  least  1%  of  subiects  receivi 
AVODART  and  at  a  higher  incidence  than  subiects  receiving  placebo. 
Table  1 .  Drug-Related  Adverse  Events'  Reported  in  21%  Subjects  Over  a  24-Moi 
Period  and  More  Frequently  in  Ihe  Dutasteride  Group  Than  the  Placebo  Gro 

(Pivotal  Studies  Pooled)  

 Adverse  Event  Onset  


Adverse  Events 

Month  0-6 

Month  7-12 

Month  13-18 

Month  19-: 

Dutasteride  (n) 

(n  =  2.167) 

(n  =  1.901) 

(n  =  1.725) 

(n  =  1.605 

Placebo  (n) 

(n  =  2.158) 

(n  = 1.922) 

(n  =  1.714) 

(n  =  1,555 

Impotence 

Dutasteride 

4.7% 

1.4% 

1.0% 

0.8% 

Placebo 

1  7% 

1,5% 

0.5% 

0,9% 

Decreased  libido 

Dutasteride 

3.0% 

'  0.7% 

0.3% 

0.3% 

Placebo 

1.4% 

0.6% 

02% 

01% 

Ejaculation  disorder 

Dutasteride 

1.4% 

0.5% 

0.5% 

01% 

Placebo 

0,5% 

0,3% 

01% 

0.0% 

Gynecomastia1 

Dutasteride 

0.5% 

0.8% 

1.1% 

0.6% 

Placebo 

0.2% 

0,3% 

03% 

0,1% 

'  A  drug-related  adverse  event  is  one  considered  by  the  investigator  to  have  a  n 
sonable  possibility  of  being  caused  by  the  study  medication.  In  assessing  caus 
ity.  investigators  were  asked  to  select  from  1  of  2  options:  reasonably  related 
study  medication  or  unrelated  to  study  medication 

'  Includes  breast  tenderness  and  breast  enlargement. 
Long-Term  Trealment  (Up  lo  4  Years):  There  is  no  evidence  of  increased  drug-relai 
sexual  adverse  events  (impotence,  decreased  libido  and  ejaculation  disorder) 
gynecomastia  wrth  increased  duration  of  treatment  The  relationship  between  loi 
term  use  of  dutasteride  and  male  breast  neoplasia  is  currently  unknown 
Postmarketing  Experience:  The  following  adverse  reactions  have  been  identif 
during  postapproval  use  of  AVODART  Because  these  reactions  are  reported  volunl 
ily  from  a  population  of  uncertain  size,  it  is  not  possible  to  reliably  estimate  th 
frequency  or  establish  a  causal  relationship  to  drug  exposure  Decisions  to  inch 
these  reactions  in  labeling  are  based  on  one  or  more  of  the  following  factors:  (1 )  si 
ousness  of  the  reaction,  (2)  frequency  of  reporting,  or  (3)  potential  causal  connect 
to  AVODART 

•  allergic  reactions,  including  rash,  pruritus,  urticaria,  and  localized  edema 
OVERDOSAGE 

In  volunteer  studies,  single  doses  of  dutastende  up  to  40  mg  (80  times  the  tha 
peutic  dose)  for  7  days  have  been  administered  without  significant  safety  concerns, 
a  clinical  study,  daily  doses  of  5  mg  (1 0  times  the  therapeutic  dose)  were  administei 
to  60  subjects  for  6  months  wrth  no  additional  adverse  effects  to  those  seen  at  the 
peutic  doses  of  0.5  mg. 

There  is  no  specific  antidote  for  dutastende  Therefore,  in  cases  of  suspected  ov 
dosage  symptomatic  and  supportive  treatment  should  be  given  as  appropnate.  tak: 
the  long  half-life  of  dutastende  into  consideration 
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31,430" 

67,356 

2.3 

UnmD  n<HlAf /DnKort  1     M  irr\r\\\i 

nume  IJcpOunOOcri  L  NdrUclll 

47 

7,750 

15,054 



22,804" 

90,296 

128.0 

ilOIUfy Wt!ll/ UdVIU  IVI  LOlc 

147 

4,500 

15 

5,240 

9,740 

34,4692 

17.1 

norrnei  roous/joei  vv  jonnson 

122  | 

3,399 

14 

4,864 

3,795 

12,057 

I  28,278 

10.2 

un  nonon/uondio  j  lomnitz 

70 

13,125 

52 

55 

5,058 

18,237 

44,478 

20.7 

novnanian  cnierprises/Ara  k.  novnanian 

14 

11,944 

36 

7,538 

28,352 

47,833 

89,041 

260.9 

i  nay  mac  oancorp/Micnaei  w  rerry 

84 

2,000 

11 

482 

13,441 

15,924 

42,233 

8.7 

IBU/C           1  in  1    1    Dilmir  inn 

56 

6,855 

0 

4,992 

9,452 

21,298 

57,580 

28.0 

i  jiar  rinanciai/jdy  ougarman 

25 

6,000 

500 

1 0,020 

16,909 

32,929" 

132,258 

110.6 

jrmorgan  \.nase/Jdm6S  uimon 

129 

9,400 

NA 

1,631 

11,031s 

NA 

136.2 

IfR  UnmAfDrn/'fl  1/  -ir-it-7 

4 

6,092 

2 

11,069 

118,371 

135,532 

227,371 

124.7 

Kohl  s/R  Lawrence  Montgomery 

141 

1,636 

60 

11 

8,400 

10,047 

71,751 

34.3 

Laboratory  Corp  Amer/Thomas  P  Mac  Mahon 

90 

2,472 

15 

9,610 

3,071 

15,153" 

55,776 

24.6 

Legg  Mason/Rayrnond  A  Mason 

88 

7,594 

1 

23 

7,751 

15,367 

65,080 

300.5 

Lenman  oros  noiaings/hicnard  b  rulu  Jr 

5 

14,500 

32 

33,207 

74,959 

122,666 

375,814 

642.2 

1  nnn^r/Cri  iirf  A  AAillsw 

Lennanbiuart  a  Miner 

48 

22,520 

39 

7 

22,527 

89,568 

82.8 

Eli  Lilly  and  Co/Sidney  Taurel 

110 

3,832 

28 

102 

9,019 

12,953 

32,086 

57.2 

Lincoln  National/Jon  A  Boscia 

126 

5,222 

2 

5,389 

793 

11,404" 

39,362 

16.3 

Lyondell  Chemical/Dan  F  Smith 

85 

2,279 

42 

12,591 

740 

15,611 

31,031 

7.4 

Marathon  Oil/Clarence  P  Cazalot  Jr 

19 

3,875 

26 

9,909 

23,698 

37,482 

52,676 

25.8 

Marriott  inti/j  willard  Marriott  Jr 

61 

2,372 

5 

1,821 

15,521 

19,714 

41,672s 

1,541.5 

MCuraw-nill  cos/Harold  W  McGraw  III 

42 

3,000 

4 

3,914 

17,810 

24,723 

60,346 

74.4 

Medtronic/ Arthur  D  Collins  Jr 

118 

2,421 

19 

1,338 

8,485 

12,244 

51,305 

48.1 

Afl<-  will  l.iH^L/r  C*^«U.i  rv  l\  [  -  -J 

nnerrm  Lyncn/t  Manley  0  Neal 

49 

14,800 

NM 

4,487 

3,122 

22,408 

51.2032 

97.7 

MGM  Mirage/J  Terrence  Lanni 

28 

8,090 

50 

1,511 

21,938 

31,539 

81,327 

10.2 

Monsanto/Hugh  Grant 

83 

3,242 

52 

328 

12,536 

16,106 

22,2883 

12.3 

Morgan  Stanley/John  J  Mack 

32 

775' 

NA 

423 

30,031 

31,229 

NA 

145.7 

Motorola/Edward  J  Zander 

116 

4,500 

-26 

8,043 

12,543 

NA 

18.5 

New  Century  Financial/  Robert  K  Cole 

92 

1,639 

-58 

236 

12,758 

14,633 

25,687 

61.0 

News  Corp/K  Rupert  Murdoch 

44 

23,399 

38 

237 

23,636 

60,511* 

6,155.3'° 

NVR/Paul  C  Saville 

57 

1,200 

NA 

11 

19,020 

20,231 

NA 

140.2 

Occidental  Petroleum/Ray  R  Irani 

6 

4,940 

6 

38,228 

37,562 

80,730 

198,442 

38.6 

Office  Depot/Steve  Odland 

117 

3,000' 

NA 

9,531 

12,531  | 

NA 

23.4 

Omnicom  Group/John  D  Wren 

102 

5,000 

138 

208 

8,270 

13,478"  ; 

27,679 

31.2 

Oracle/Lawrence  J  Ellison 

7 

7,475 

94 

960 

66,891 

75,326  | 

868,931 

16,702.4 

Pepsi  Bottling  Group/John  T  Cahill 

119 

2,812 

17 

61 

9,358 

12,231 

28,077 

37.0 

PepsiCo/Steven  S  Reinemund 

105 

5,500 

0 

132 

7,700 

13,332  j 

66,254 

6.5 

Pfizer/Henry  A  McKinnell 

71 

5,971 

-A 

5,917 

6,240 

18,128  I 

77,383 

54.0 

Phelps  Dodge/J  Steven  Whisler 

98 

2,292 

24 

1,704 

9,857 

13,852"  | 

21,971 

29.5 

PNC  Financial  Services/James  E  Rohr 

80 

3,575 

9 

11,767 

1,424 

16,766  | 

38,414 

42.1 

See  footnotes  on  page  144. 
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What  the  Boss  Makes 


COMPENSATION 

STOCK 

RANK 
AMONG 

COMPANY/CHIEF  EXECUTIVE                                 500  CEOS 

CAI  flRV  ft  RONIIC.                               STOCK  TOTAL 

OWNED 

1-YEAR 

$(thou)        change  % 

OTHER  GAINS 

$(thou)  $(thou) 

1-YEAR 

5- YEAR 

$(thou) 

"   

VALUE 

$(mil) 

Polo  Ralph  Lauren/Ralph  Lauren 

94 

14,257 

58 

102 

2,602.4 

T  Rowe  Price/George  A  Roche 

95 

3,650 

30 

33 

10,391 

14,075 

36.504 

184.8 

Procter  &  Gamb!e/Alan  G  Lafley 

79 

5,200 

NM 

7,441 

4,232 

16,873 

41,306 

35.0 

Prudential  Financial/Arthur  F  Ryan 

86 

'  6,650 

17 

8,959 



15,609 

51.227 

13.0 

Pub  Svc  Enterprise/E  James  Ferland 

87 

2,409 

31 

2,769 

10,362 

15.540 

29,173 

27.0 

Qualcomm/Paul  E  Jacobs 

29 

1,150 

NA 

155 

30,125 

31, W 

NA 

77.5 

Rockwell  Automation/Keith  D  Nosbusch 

149 

2,300 

44 

66 

7,274 

9,640 

12,496* 

7.9 

Ryland  Group/R  Chad  Dreier 

12 

17,501 

32 

15,723 

23,249 

56,473 

150,217 

33.2 

Safeway/Steven  A  Burd 

63 

2,290 

129 



17,180 

19.4704 

50,473 

11.3 

SanDisk/Eli  Harari 

72 

2,462 

20 

6 

15,656 

18,124 

36,969 

191.5 

Charles  Schwab/Charles  R  Schwab 

51 

4,838 

438 

408 

16,955 

22,200 

NA 

4,121.1 

Smith  International/Douglas  L  Rock 

100 

3,000 

14 

623 

10,014 

13,636 

54,381 

18.9 

Smithfield  Foods/Joseph  W  Luter  III 

132 

10,711 

44 

91 



10,802 

41,793 

138.3 

Sprint  Nextel/Gary  D  Porsee 

65 

4,697 

45 

4,855 

9,872 

19,424 

27,5953 

47.2 

Staples/Ronald  L  Sargent 

62 

2,359 

-14 

5,498 

11,796 

19,654 

48,286 

37.3 

Sun  Microsystems/Scott  G  McNealy 

108 

1,233 

500+ 

11 

11,842 

13,085 

55,233 

291.8 

 Z  II 

Sunoco/John  G  Drosdick 

15 

3,740 

16 

16,430 

26,019 

46,189 

93.522 

28.3 

Symantec/  John  W  Thompson 

8 

2,480 

-1 

289 

69,073 

71,842 

131,647 

25.1 

Target/Robert  J  Ulrich 

17 

6,574 

35 

1,308 

31,743 

39,625* 

104,557 

52.4 

Tesoro/Bruce  A  Smith 

146 

3,500 

-1 

2,862 

3,423 

9,785 

27,009 

64.9 

Textron/Lewis  B  Campbell 

60 

3,300 

4 

13,909 

2,725 

19,934 

57,382 

52.4 

Time  Warner/Richard  D  Parsons 

134 

9,000 

-5 

1,638 



10,638 

32.4082 

10.7 

Toll  Brothers/Robert  1  Toll 

16 

28,623 

-10 

417 

12,267 

41,306 

134,698 

674.7 

Torchmark/Mark  S  McAndrew 

135 

1,050 

NA 

233 

9,213 

10.4965 

NA 

8.4 

United  Technologies/George  David 

26 

5,500 

17 

865 

26,366 

32,732 

225,141 

102.6 

UnitedHealth  Group/William  W  McGuire 

133 

8,008 

4 

2,689 

— 

10,697 

297,210 

36.6 

Valero  Energy/William  R  Klesse 

131 

1,838 

NA 

4,243 

4,832 

10,912s 

NA 

33.3 

Viacom/Thomas  E  Freston 

53 

20,222 

NA 

135 

1,681 

22.038*5 

NA 

Wachovia/G  Kennedy  Thompson 

112 

6,090 

-24 

6,187 

444 

12,721 

42,245 

33.8 

Wal-Mart  Stores/H  Lee  Scott  Jr 

136 

5,367 

0 

5,088 

— 

10,455" 

40,470 

40.2 

Washington  Mutual/Kerry  K  Killinger 

99 

4,555 

56 

3,827 

5,381 

13,763 

54,158 

78.0 

WellPoint/Larry  C  Glasscock 

140 

5,163 

54 

4,997 

— 

10,160" 

56,946 

34.8 

Wells  Fargo/Richard  M  Kovacevich 

89 

7,995 

-6 

568 

6,593 

15,155 

136.913 

112.0 

Wendy's  International/John  T  Schuessler 

137 

1,092 

4 

1,294 

8,015 

10,401 

26,686 

8.3 

Wm  Wrigley  Jr/William  Wrigley  Jr 

109 

3,307 

20 

1,296 

8,395 

12,998 

25,244 

2,196.2 

XTO  Energy/Bob  R  Simpson 

27 

32,017 

96 

171 

32,188 

157,419 

331.4 

Yahoo/Terry  S  Semel 

2 

6006 

NM 

2 

229,952 

230,554* 

258,291* 

61.1 

YRC  Worldwide/William  D  Zollars 

101 

1,892 

-30 

6,228 

5,498 

13,618 

33,066 

0.8 

Yum  Brands/David  C  Novak 

20 

4,229 

12 

985 

32,206 

37.421 

81,750 

30.5 

Zimmer  Holdings/J  Raymond  Elliott 

50 

1,911 

-12 

847 

19,636 

22,394 

45.000 

4.4 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  chief  executive's  stock  is  based  on  Mar.  30  stock  price  and  includes  all  classes  of  common. 
Compensation  percent  change  is  based  on  combined  salary  and  bonus.  'Annualized  salary  and/or  bonus.  "Four-year  total.  Three-year  total.  "Prior-year  data. 
■■New  chief  executive;  compensation  may  be  for  another  executive  office.  'Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  and/or  bonus. 
'Office  jointly  held  with  Herbert  M.  Sandler.  'Interim  chief  executive.  'Stock  gains  include  value  of  Host  Marriott's  exercised  options.  '"Includes  shares  indirectly  held. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful.  Sources.  Latest  available  company  proxy  statements;  FT  Interactive  Data  via  FactSet  Research  Systems; 
Hemscott  (www.hemscottdata.com). 
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Automotive 

Acura 
1-800-To-Acura 
www.acura.com 
^  BMW 

1-800-334-4BMW 

BMWusa.com 
1^6  Honda 
i  www. automobiles . 

honda.com 

|^  Toyota  Motor  Sales 
www.toyota.com 

Business  Classified 

^  AHM  Mortgage 

1-888-531-7888 

www.AmericanHm.com/ 

george.hart 

^  Capital  Solutions 

1-800-499-6179 

www.4capitalsolutions.com 

^  Capstone  Business 

Credit,  LLC 

1-212-755-3636 

www. cap  stone  trade  .com 

"t)  Corporate  Investment 

Business  Brokers 

1-239-936-1718 

^  Dali  Prints 

1-800-275-DALI 

Focus  Forecasting/ 
BTSmith  &  Associates 
1-800-586-2322 
www.focusforecasting.com 


Gallery  Art 
1-888-932-6166 
www.gallart.com 

Holiday  Timeshares 
Resales 

1-800-704-0307 

www.holidaygroup.com 

^  John  Christian 

Designers 

1-888-646-6466 

www.  ri  ngbox.com 

^  Life  Quotes,  Inc. 

1-800-441-0072 

www.lifequotes.com 

^  National  Watch  & 

Diamond  Exchange 

1-215-627-5626 

www.nationalwatch.com 

^  Planet  Office 

Furniture.com 

www. plane  toff  ice 

furniture  .com 

^  Steven  Sears 

CPA/Attorney 

1-949-262-1100 

www.searsatty.com 

^  Worldwide  Business 

Consultants 

1-800-733-2191 

www.corbettandkish.com 

Financial  Services 
^  E*TRADE  Financial 
1-800-731-5220 
www.etrade.com 


Hotels 

^&  Shangri-La  Hotels  & 
Resorts 

www.shangri-la.com 
Travel 

^  Singapore  Airlines 

1-800-742-3333 

www.singaporeair.com 
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Make  Money 
In  Real  Estate 


T 


Stock  price 


lhat  sound  you  hear  is  the  real  estate  bubble  popping.  Or  so 
thinks  Wall  Street.  When  new  home  sales  slipped  10.5%  in 
February,  it  gave  fresh  evidence  of  the  long-expected  end  to 
the  housing  boom.  Homebuilder  stocks  are  down  as  a  result. 
Maybe  that's  unjustified:  The  big  builders  will  tell  you  that  an 
industrywide  falloff  in  home  starts  lets  these  well-capitalized  com- 
panies steal  market  share  from  the  small-time  developers,  who  are  still  numerous. 

Regardless,  if  there's  any  megabuilder  whose  now  bargain  stocks  are  worth  the 
money,  it  is  PULTE  HOMES  (39,  PHM),  which  is  off  $9  from  its  July  2005  high.  The  sec- 
ond-largest builder  (in  units)  behind  DR  Horton,  Pulte  has  a  diverse  geographic 
spread — the  West,  which  includes  California,  and  the  Southeast,  which  includes 
Florida.  And,  in  fact,  Pulte's  new  orders  in  2005  s  last  quarter  were  up  10%,  decent 
news  considering  that  it  takes  a  good  half-year  until  those  turn  up  as  revenue. 

The  big  question  is  whether  Pulte's  2006  earnings  growth  can  approach  that  of 
2005,  when  net  income  leapt  51%  to  $1.5  billion,  on  $14.7  billion  in  revenues.  For 
what  it's  worth,  the  consensus  forecast  for  Pulte's  earnings  per  share  is  up  10%  this 
year,  which  is  much  slower  than  2005's  43%.  Because  of  higher  oil  and  concrete 
prices,  the  company  expects  its  gross  margin  to  dip  this  year  by  a  percentage  point  or 
so  from  2005  s  24.7%. 

Okay,  even  if  overall  new-home  construction  falls  into  the  abyss,  Pulte  has  one 
strong  suit  that  is  unlikely  to  fade.  The  builder's  Del  Webb  unit,  acquired  in  2001, 
specializes  in  retirement  communities,  and  demographics  are  on  its  side.  This  year 
Pulte  plans  to  build  23  new  Del  Webb  developments,  totaling  41,000  homes.  Its  clos- 
ings made  up  32%  of  the  company  total  in  2005,  and  that's  expected  to  expand  to 
37%  this  year,  says  JPMorgan. 

Gregory  Gieber,  analyst  at  AG  Edwards,  says  the  mean  Del  Webb  buyer  is  62  years 
old;  actuarial  tables  show  that  a  man  at  that  age  has  an  average  17  more  years  to  live. 
So  mortality-haunted  Del  Webb  buyers,  he  reasons,  "aren't  likely  to  want  to  wait  a 
couple  of  years  for  a  'better'  housing  or  interest  rate  environment." 

Other  good  signs:  Pulte's  price/earnings  ratio  of  7.4,  slightly  less  than  the  sector 
average  of  8.7.  Best  of  all,  it's  underleveraged  compared  with  peers,  with  debt  equal  to 
32%  of  assets;  the  sector  average  is  40%.  —David  Serchuk 


Tuned  Up 


Stock  price 


mm 


4/29/05  4/13/06 


American  carmakers  may  be  in  trouble,  but 
American  car  fixers  have 
a  bright  future.  That's 
good  for  UNIVERSAL  TECH- 
NICAL INSTITUTE  (24,  UTl), 
the  largest  training  school 
for  auto  mechanics.  Its 
courses  on  the  intricacies 
of  today's  computer-laden 
vehicles  are  first-rate.  For  the  fiscal  year  ended 
last  September,  earnings  rose  24%  to  $36  mil- 
lion, on  $31 1  million  in  revenue;  for  the  De- 
cember-ending first  quarter,  net  income 
revved  up  1 1%  to  $1 1  million. 

The  stock,  however,  has  tumbled  from 
$37  in  January  on  concerns  about  an  enroll- 
ment dropoff  in  the  South,  where  potential 
students  for  the  one-  to  two-year  courses  are 
opting  for  lucrative,  post-hurricane  rebuild- 
ing jobs.  The  company  shocked  Wall  Street 
in  mid- April  by  lowering  revenue  guidance 
for  the  year. 

But  analyst  Trey  Cowan  of  Stanford 
Group  says  Universal  is  nimble  enough  to 
work  through  the  problems  and  will  be  back 
on  track  in  2007.  With  an  18  P/E,  the  stock 
is  cheaper  than  the  average  27  for  all  voca- 
tional schools.  — David  Armstrong 


Web  Woes 


Web-conferencing  pioneer  WEBEX  COMMUNI- 
CATIONS (32,  WEBX)  has  done  well,  with  earn- 
ings up  10%  last  year  to  $53  million  on 
$308  million  in  revenue.  Today  WebEx 
(founded  in  1996)  controls  two-thirds  of  the 
growing  online-confer- 
encing market.  So  its 
shares  are  up  60%  in  the 
past  12  months. 

Trouble  is,  says 
ThinkEquity  Partners  an- 
alyst Nathan  Swanson, 
WebEx  is  going  to  be  the 
Sears  to  Microsoft's  Wal- 
Mart.  The  software  giant,  number  two  in  Web 
conferencing,  is  coming  on  strong  by  inte- 
grating conferencing  with  other  products,  like 
e-mail,  instant  messaging  and  Net  telephony. 
And  Microsoft  will  be  able  to  charge  less  for 
the  service,  he  says.  We  say  short  WebEx. 

— Megan  Johnston 
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HEN  IT  COMES  TO  ALTERNATIVE  FUEL  OPTIONS,  WE'RE  ALL  EARS,  introducing  the  all-new  2007  gmc  yukon 

H  AVAILABLE  FLEXFUEL  TECHNOLOGY,  ENGINEERED  TO  RUN  ON  EITHER  GASOLINE  OR  E85  (85%  ETHANOL/15%  GASOLINE)  MADE  MOSTLY  FROM  U.S.-GROWN 
Oi  E85  ETHANOL  HELPS  REDUCE  GREENHOUSE  GAS  EMISSIONS.  AND  IT'S  A  RENEWABLE  FUEL  SOURCE  THAT  CAN  HELP  REDUCE  OUR  DEPENDENCE  ON  PETROLEUM. 


TO  WWW. 


LIVEGREENGOYELLOW.COM  TO  SEE  IF  THERE  IS  AN  E85  STATION  NEAR  YOU.  THAT'S  ENGINEERING  TO  THE  HIGHEST  STANDARD.  WE  ARE  PROFESSIONAL  GRADE!" 


.green 

goyellow 

t#       V  .com 


©2006  General  Motors  Corp.  All  rights  reserved.  Yukon,  GMC  and  GMC  logo  are  registered  trademarks  of  General  Motors  Corporation. 


Portfolio  Strategy  Kenneth  L.  Fisher 


FEEL  THE  FORCE 


DID  YOU  KNOW  THAT  WE  ARE  IN  THE  MIDST  OF 
a  bucking  bull  market?  Look  only  at  the  S&P  500,  up 
4.2%  in  the  first  quarter,  and  you  might  miss  it.  Pay 
attention,  instead,  to  the  Morgan  Stanley  World 
Index,  the  best  measure  of  the  developed-country 
markets.  It  was  up  6.6%  in  the  quarter.  Never  before  said  in 
print — you  read  it  here  first:  Whenever  the  whole  world  stock 
market  has  gotten  off  to  a  good  start,  there  has  always  been  more 
good  news  for  the  remaining  nine  months  of  the  year. 

In  MSWl's  37-year  history  there  were  15  other  times  when 
the  first  quarter  was  up  4%  or  more.  The  second  quarters  were 
up  13  times.  The  collective  nine  months  after  those  strong  first 
quarters  were  negative  only  once.  That  was  in  1987,  a  heck  of  a 
weird  year  that  saw  an  extraordinary  two-day  collapse  in  the 
third  quarter  but  still  a  return  of  16.8%  for  the  year.  In  fact,  each 
of  the  15  years  saw  double-digit  returns.  (A  negative  first  quar- 
ter doesn't  insure  a  negative  year;  it  merely  increases  the  odds  of 
such  a  misfortune,  to  about  50/50.) 

What's  putting  the  wind  behind  the  racing  stock  market?  The 
force  is  historically  cheap  global  valuations  relative  to  long-term 
interest  rates.  This  relationship  between  rates  and  price/earnings 
ratios  creates  a  bargain  for  corporate  buyers  of  stock.  Both  corpo- 
rations buying  in  a  few  of  their  own  shares  and  acquirers  taking 
over  competitors  in  toto  find  their  earnings  per  share  enhanced. 
The  accompanying  buyback  and  takeover  binges  are  shrinking 
the  supply  of  equities.  I've  been  describing  this  phenomenon 
since  November  2004.  But  not  thinking  globally  can  cause  you  to 
miss  feeling  the  force  when  you're  in  a  country  that  is  lagging,  as 
America  is  now. 

If  you  ask  what  happened  in  America  when  first  quarters  were 
up  more  than  4%,  you  get  a  basically  bullish  picture,  but  it  is  easy  to 
miss,  more  ragged  and  inconsistent  than  the  whole  world's.  And 
why  wouldn't  it  be?  Any  single  country  is  more  hit-and-miss,  for 
the  same  reason  that  any  single  stock  is  more  volatile  than  a  port- 
folio of  stocks.  American  markets  aren't  as  strong  this  year  as  for- 
eign markets.  I  expect  that  disparity  to  widen  for  a  while. 

As  I  detailed  in  my  Feb.  27  column,  stocks  are  cheaper  over- 


seas than  in  America  relative  to  each  country's  long-term  intere 
rates.  Our  interest  rates,  over  both  long  and  short  terms,  ar 
higher  than  rates  in  most  other  nations.  Our  yield  curve  is  muc 
flatter,  which  is  a  drag  on  stocks  (but  not  an  indicator  of  a  declin 
or  economic  weakness,  unless  the  whole  world's  curve  is  flat 
Also,  sentiment  has  been  more  dour  outside  America  than  ir 
allowing  for  more  sentiment  pickup  overseas. 

So  follow  the  world  market's  first-quarter  signal.  Take  hear 
Buy  into  this  beautiful  year.  Keep  thinking  and  buying  globally 
with  a  mix  of  good  domestic  and  foreign  stocks  like  these: 
The  Swiss  firm  Syngenta  (28,  SYT)  has  momentum.  Forme 
through   the   merged   agricultural   businesses  d 
AstraZeneca  and  Novartis,  it  produces  herbicides,  pesti 
cides  and  seeds.  Farm  inputs  should  see  growing  demam 
as  wealth  grows  in  less-developed  nations.  Syngenta  i 
doing  well  in  the  Third  World  and  in  Asia  in  produc 
development  and  sales.  The  stock  goes  for  16  times  like! 
2006  earnings. 

Germany's  Bayer  (40,  BAY 
sells  at  12  times  2006  earning 
and  90%  of  annual  revenue.  Ye 
its  health  care  and  crop 
protection  sciences  products 
both  growth  areas  with  gooc 
margins,  make  up  65%  of  rev 
enue.  Bayer  will  bolster  it 
health  care  offerings  with  th« 
recent  acquisition  of  Scherinj 
(recommended  as  a  takeove 
target  in  my  Dec.  26  column) 
Bayer  also  sells  at  15  times  it. 
annual  research  budget.  Yoi 
rarely  see  a  price/R&D  ratio  sc 
low  outside  Silicon  Valley.  Cou 
pie  it  with  the  low  P/E  ratic 
you'd  expect  in  a  commodity  company  and  you  have  a  com 
bined  growth-value  bargain. 

St.  Paul  Travelers  (41,  STA)  is  simply  too  cheap.  If  it  doesn' 
get  its  stock  up  on  its  own,  someone  else  will  in  a  takeover.  A 
eight  times  2006  earnings  and  1.2  times  annual  revenue,  thi: 
diversified  insurer  is  takeover  bait.  If  I  were  the  boss,  right  now 
I'd  be  buying  back  shares  like  crazy. 

King  Pharmaceuticals  (18,  KG)  has  growth  and  profitabilit) 
from  patented  drugs,  including  muscle  relaxants  and  heart  drugs 
One  risk  is  that  two-thirds  of  sales  come  from  three  drugs.  Bu 
this  risk  can  be  diversified  away.  You  can  solve  the  problem  b) 
making  King  a  small  piece  of  your  portfolio.  Or  a  pharmaceutica 
giant  can  solve  the  problem  by  gobbling  this  $4  billion  morsel 
Even  with  a  premium  on  King's  price  ( 1 5  times  this  year's  hoped- 
for  earnings)  the  acquirer  would  boost  its  own  earnings  per  share 
immediately.  Great  stock  whether  taken  over  or  not.  F 


What's  putting 
a  wind  behind 
the  racing  stock 
market?  It  is 
historically 
cheap  global 
valuations  for 
shares,  relative 
to  long-term 
rates. 
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Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money 
manager.  Visit  his  home  page  at  www.forbes.com/fisher 
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Why  an  ,nv       decided  ^ 
*e  company  with 

a  long  history 

oHow-cost  investing. 

A-  «  who  did  his  homework  ^  ^ 

first  company  to  make  low-cost  invest-in     •  ,  . 

"vesting  widely  accessible  with  a  simple 

innovative  idea:  make  index  funds  avpil.M      .   ,.  , 

c.       .  available  to  individuals,  not  just  to 

institutions.  Since  then,  some  companies  ka  i 

,      ,  .  "Panieshave  kept  costs  below  average, 

but  we  have  been  committed  to 

keeping  costs  low  over  a 

wide  range  of  investment  ★ 
choices  for  close  to  30 
years.  In  fact,  we  keep 
lowering  our  fund 
costs.  Our  0.23% 
average  expense  ratio  is 
not  only  80%  lower  than 
the  industry  average;  it  is 
actually  more  than  two-thirds 

lower  Chan  it  was  back  in  1975?  If  a  history  ^  ^  ^  ^  ^ 
take  the  first  step  to  low-cost  investing  and  connect  with  Vanguard 
at  1-877-279-1708,  or  visit  vanguard.comf  We  can  help.™ 


vjrvvw.vanguard.com 


Vanguard 


Call  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information; 
read  and  consider  it  carefully  before  investing.  Past  performance  is  not  a  guarantee  of  future  results. 
Mutual  funds  are  subject  to  market  risk. 

"Vanguard's  average  mutual  fund  expense  ratios:  0.89%  in  1975;  0.38%  in  1990;  and  0.23%  in  2004.  tVanguard's  average  mutual  fund  expense  ratio  is  for  the  funds'  latest  fiscal 
year.  Industry  data  for  2004  is  provided  by  Upper  Inc.  ©2006  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


Capital  Markets .  Marilyn  Cohen 


MAYBE  NOT 
SO  BORING 


THROUGH  HURRICANES,  FLOODS,  TORNADOES  AND 
15  consecutive  hikes  in  short-term  interest  rates, 
munis  have  remained  rock-solid  investments.  Their 
coupons  are  free  of  federal  tax  and,  if  from  your  home 
state,  usually  free  of  state  tax,  too.  Their  10-year  cumu- 
lative default  rate  is  tiny,  only  0.04%,  according  to  Moody's.  The 
muni  market  is  large,  with  $2.25  trillion  of  outstanding  debt,  so 
plenty  of  choices  exist. 

Munis  are  boring.  They  are  too  steady  for  the  volatility-loving 
hedge  fund  crowd — to  which  I  say:  Amen. 

Many  carry  safeguards.  A  lot  of  them  are  insured.  Others 
are  backed  by  stashes  of  Treasury  bonds  or  kindred  federal  obli- 
gations; that's  called  being  "escrowed  to  maturity"  in  bond- 
speak.  Still  other  munis  are  guaranteed  with  letters  of  credit 
from  large  banks. 

Munis  are  especially  attractive  now  that  corporates  are 
becoming  less  creditworthy  as  the  companies  borrow  willy-nilly 
to  buy  back  their  stock.  Too  many  corporates  are  degenerating 
into  junk  (see  my  Mar.  13  column).  Munis,  when  you  factor  in 
their  tax-free  advantage,  can  give  you  yields  that  beat  those  on 
investment-grade  corporates,  whose  interest  payments,  of 
course,  are  taxable. 

The  sweet  spot  for  municipal  bonds  right  now  is  in  the  10-  to 
14-year  maturity  range.  It's  not  worthwhile  to  go  out  an  extra  10 
years,  because  if  you  are  lucky  you  will  earn  only  four-tenths  of  a 
percentage  point  in  incremental  yield. 

My  favorite  munis  are  those  that  have  been  refunded,  mean- 
ing the  issuer  replaces  an  old  batch  of  munis  with  newer  ones 
paying  lower  coupons.  Cash  from  the  newer  bonds  is  invested  in 
Treasurys  deposited  into  an  escrow  account.  When  the  first 
bonds  mature  (or  can  be  called),  the  Treasurys  are  cashed  in  and 
used  to  pay  off  those  bonds. 

Since  interest  rates  are  on  the  way  up,  we 
aren't  seeing  refundings  anymore,  but  there 
are  ample  numbers  of  such  bonds  refunded  a 
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couple  of  years  back  that  are  available  in  the  secondary  market.  II 
an  issuer  defaults,  the  Treasurys  in  the  escrow  account  will  make 
investors  whole.  This  is  like  buying  a  tax-free  Treasury,  which  oi 
course  is  default-proof. 

One  tip:  When  buying  a  refunded  muni,  make  certain  you 
know  when'  the  old  bonds  can  be  called.  Find  out  what  the  yield 
is  to  the  various  call  dates.  Also  consider  the  possibility  that,  if 
interest  rates  rise,  the  bond  will  not  be  called,  and  you  will  be 
stuck  with  it  for  longer  than  you  expected. 

A  refunded  muni  I  like  is  the  New  York  Metropolitan  Trans- 
portation Authority  5.125s  maturing  July  1,  2014.  These  were 
issued  in  1998.  In  2002  the  agency  issued  another  round  of  bonds 
at  a  lower  interest  rate,  using  proceeds  to  buy  U.S.  Treasury  paper. 
The  MTA  says  it  will  retire  the  old  bonds  at  their  first  call  date  in 
2012.  Should,  God  forbid,  a  terrorist  attack  devastate  the  New 
York  subway  system,  MTA  bonds  backed  only  by  the  agency's  rev- 
enue, which  is  most  of  them,  would  collapse  and  their  holders 
would  be  out  of  luck.  The  refunded  securities  would  be  paid  off. 
Today  these  bonds  are  priced  at  106.2  cents  on  the  dollar  and 

yield  3.9%  to  maturity.  That's  a 
handsome  yield  for  someone  in 
a  35%  federal  tax  bracket.  It's 
equivalent  to  a  taxable  yield  of 
6%.  To  match  that  yield  on  the 
corporate  side,  you'd  have  to 
invest  in  near-junk  preferreds 
or  bonds. 

My  second-favorite  munis 
are  water  and  sewer  revenue 
bonds.  These  are  essential  ser- 
vices, which  nobody  wants  to  see  slighted.  In  the  Dallas  suburbs, 
Garland  Water  &  Sewer  Revenue  4.5s  of  Mar.  1,  2019,  priced  at 
100.95,  yield  4.36%  to  the  worst  call  date  of  Mar.  1,  2014,  with  a 
4.4%  yield  to  maturity. 

Ambac  insures  these  bonds,  which  gives  them  a  AAA  rating; 
without  the  insurance,  they  would  be  AA-.  If  you  are  in  the  high- 
est tax  bracket  of  35%,  you  would  have  to  buy  a  corporate  bond 
yielding  6.7%  to  match  that  yield,  which  is  doable  only  with  a 
near-junk  BBB  corporate. 

I  also  like  the  Berkeley  County  Water  &  Sewer  Revenue  5s 
of  June  1,  2018,  priced  at  106.35  for  a  4.16%  yield  to  worst  call 
in  2015  and  4.32%  to  2018  maturity  These  South  Carolina 
bonds  are  AAA-rated  by  dint  of  insurance  from  Financial  Secu- 
rity Assurance. 

As  with  other  investments,  diversity  is  important  here.  Buy 
revenue,  general  obligation,  special  tax  and  sales  tax  obligations. 
And  also  diversify  your  secondary  source  of  repayment.  That  is, 
buy  bonds  insured  by  Ambac,  FSA,  FGIC  and  MBIA  and  don't  for- 
get escrowed  issues. 

Shy  away  from  the  smaller  municipal  insurers;  they  are  not 
as  well  capitalized.  F 

Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 


With  corporate 
credit  quality 
sinking,  munis 
look  good  to 
upper-bracket 
investors. 
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TO  KNOW 

how  to  put  the  freeze  on  warranty  issues  and  improve  customer  satisfaction. 

Sub-Zero  Freezer  Company  and  its  corporate  companion,  Wolf  Appliance  Company,  understand  that 
quickly  identifying  and  resolving  warranty  issues  is  the  key  to  better  product  quality,  lower  warranty  costs 
and  greater  customer  satisfaction.  That's  why  Sub-Zero  and  Wolf  chose  SAS  as  its  business  intelligence 
partner  for  warranty  analysis.  To  learn  more  about  Sub-Zero  and  other  SAS  success  stories,  visit  our  Web  site. 


www.sas.com/subzero 


Financial  Solutions 

Asset  Management 

Commercial  Real 
Estate  Advisory 

Debt  Restructuring 

Equipment  Financing 

Home  Lending 

M  &  A  Advisory  Services 

Small  Business  Lending 

Student  Lending 

Vendor  Finance 

cit.com 


As  we  do  for  over  30  industries,  CIT  offers  a  team  of  financing 
specialists  dedicated  to  serving  the  healthcare  industry. 

With  decades  of  experience  within  the  field,  we  know  how 
to  help  healthcare  professionals  secure  innovative  funding  solutions 
for  virtually  any  need.  From  opening  a  new  practice,  to  expanding  or 
merging  one  health  organization  with  another.  From  funding  the  next 
miracle  drug,  to  financing  the  development,  leasing 
or  purchase  of  the  latest  equipment. 

To  find  out  how  our  specialists  can  help 
you,  whatever  your  industry,  visit  cit.com. 

We  see  what  you  see® 
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Houdini  in  the  Desert 


ENTER  THE  SHOWROOM  OF  WHAT 
appears  to  be  a  mail-order  lin- 
gerie warehouse  in  an  indus- 
trial section  of  Las  Vegas.  Press 
a  button  hidden  in  a  man- 
inequin's  brassiere  and  a  secret  door 
swings  wide,  revealing  an  Ali  Baba's  trove 
of  sports  cars,  vintage  automatons,  gar- 
goyle heads,  gadgetry  and  an  electric 
ichair.  It's  the  secret  workshop  of  David 
jCopperfield,  magician  extraordinaire, 
i  whom  FORBES  visited  one  midnight.  Here 
j  he  keeps  80,000  books,  illusions,  posters 


Inside  the  International  Museum  &  Library  of  the  Conjuring  Arts:  Houdini's  Milk  Can  Escape 
(top,  center),  Torture  Cell  (below  left)  and  a  poster  of  Blackstone  bedeviled  (right). 
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and  memorabilia  that  together  conjure  up 
the  whole  history  of  magic. 

For  magic  aficionados  this  private 
collection— which  Copperfield  calls  the 
International  Museum  &  Library  of  the 
Conjuring  Arts— might  as  well  be  the 
Vatican.  If  Copperfield  himself  is  pres- 
ent, as  he  was  for  us,  it's  like  having 
Michelangelo  show  you  around.  Few 
people  other  than  magic  scholars  ever  get 
the  privilege  of  entering. 

Born  David  Kotkin,  Copperfield,  49, 
is  the  most  commercially  successful 
magician  in  history.  In  1995  he  ranked 
6th  on  the  Forbes  Celebrity  100  list,  hav- 
ing earned  $52  million.  Over  the  course 


Fairest  of  them  all:  Copperfield  has  grossed  $1  billion. 

of  his  career  he's  sold  40  million  tickets 
and  grossed  over  a  billion  dollars. 

Starting  in  1991,  when  for  $2.2  mil- 
lion he  bought  the  Mulholland  Library  of 
Conjuring  &  the  Allied  Arts  (containing 
the  world's  largest  collection  of  Houdini 
memorabilia),  Copperfield  and  his  agents 
have  scoured  magic  auctions,  private 
estates  and  shops.  He  stopped  bidding  in 
person  long  ago,  since  his  presence  in 
showrooms  only  makes  prices  levitate. 

In  tightly  packed  exhibit  rooms  span- 
ning two  floors  of  the  warehouse  one  sees 
a  kaleidoscope  of  props.  There's  the  table 
with  the  giant  spinning  blade  that  Orson 
Welles  used,  during  WWII  bond  drives,  to 
saw  Rita  Hayworth  in  half.  "People  forget 
that  Welles  was  a  great  magician,"  Cop- 
perfield explains. 

On  a  shelf  sits  a  stack  of  five  pennies  that 
once  passed  magically  through  President 
Abraham  Lincoln's  body  (not,  of  course,  the 
last  metal  objects  to  pass  through  Lincoln) 


when  Wyman  the  Wizard  visited  the  White 
House.  There's  the  rifle  that  killed  magician 
Chung  Ling  Soo  onstage  during  his  famous 
(but  not  always  successful)  bullet-catching 
trick.  A  turban  under  glass  belonged  to  psy- 
chic Claude  Conlin,  who  gained  notoriety  in 
the  1920s  as  "Alexander,  the  Man  Who 
Knows."  How  he  knew  might  have  had  some- 
thing to  do  with  the  hearing  device  under  the 
turban  that  was  linked  to  a  microphone  in 
the  women's  powder  room. 

Hundreds  of  playbills  and  posters, 
many  worth  tens  of  thousands  of  dollars, 
are  the  fastest-appreciating  part  of  the 
collection.  "Demonic  figures  and  occult 
themes  have  disappeared  from  modern 
magic,"  notes  Copperfield, 
pointing  to  an  immaculate 
poster  of  a  still-very-red  devil 
whispering  into  Harry  Black- 
stone's  ear.  In  the  age  of  Dr. 
Phil,  human  psychodrama 
has  replaced  the  supernatural. 
Sullen  New-Agey  street  magi- 
cians like  Criss  Angel  and 
David  Blaine  now  use 
"human  potential"  lingo  to 
describe  the  spiritual  rigors  of 
three-card  monte. 

Copperfield  remains  a 
throwback,  specializing  in  spec- 
tacle. On  TV  he  has  caused  a 
plane,  a  train  and  the  Statue  of  Liberty  to 
vanish  (not  at  once).  For  the  highlight  of 
his  current  show  he  transports  someone 
from  his  stage  to  a  televised  beach  in 
Australia  to  be  reunited  with  an  estranged 
acquaintance. 

He  mines  his  collection  for  ideas.  A 
coffinlike  contraption  with  pointed  steel 
spikes  that  Howard  Thurston  used  to 
impale  his  assistants  has  its  contemporary 
counterpart  in  Copperfield's  "table  of 
death"  trick.  Blackstone's  "dancing  hand- 
kerchief" becomes  a  virtual  bandanna 
ballet  in  one  of  Copperfield's  set  pieces, 
and  Houdini's  "walking  through  a  wall" 
illusion  was  replicated  for  live  TV  when 
Mr.  Copperfield  walked  through  the 
Great  Wall  of  China.  Can  he  write  his  col- 
lection off  as  a  business  expense?  No.  The 
IRS  disallows  that  trick. 

The  highlight  of  the  collection  is  a 
display  of  Houdiniana,  including  the 
Water  Torture  Chamber — purchased  at 


auction  in  2004  for  $300,000— whicj 
required  Houdini  to  escape  from  a  wate 
filled  cell  while  suspended  upside  dowl 
and  the  Metamorphosis  Trunk,  where  1 
switched  places  with  his  assistant. 

Filing  cabinets  groan  with  letters  an 
documents,  including  Houdini's  deat 
certificate.  "It's  funny  to  see  that  there  w; 
just  as  much  backbiting  and  jealous 
amongst  magicians  then  as  now,"  sa) 
Copperfield,  who's  had  his  share  of  spa: 
rings.  "I  have  a  Houdini  letter  about  ho 
much  he  hated  Harry  Blackstone.  And  yt 
here's  a  photo  of  Houdini's  widow  bein 
levitated  by  Blackstone.  He  must  hav 
been  spinning  in  his  grave!" 

A  few  groans  were  heard  when  M 
Copperfield  cornered  the  magic  marke 
"David  Copperfield  buying  the  Mulhol 
land  Library  is  like  an  Elvis  impersonate 
winding  up  with  Graceland,"  one  criti 
complained  in  the  New  Yorker  in  199 
But  it  would  be  curmudgeonly,  now,  t 
argue  that  these  holy  relics  have  no 
found  a  proper  home.  Some  posters  am 
playbills  have  been  so  well  restored  tha 
they  could  still  pull  in  crowds  off  th 
Boardwalk. 

Far  off  in  a  corner  sits  a  departmen 
store  display  counter  and,  on  top  of  it, 
homely  little  wooden  coin  tray  of  the  sor 
familiar  to  any  kid  who  bought  a  begin 
ner's  magic  set  in  the  1960s.  "This  is  on« 
of  the  first  magic  tricks  I  ever  bought 
says  Copperfield,  fingering  it  thought 
fully.  He  tries  to  make  a  quarter  appea 
and  disappear.  But  of  the  dozens  of  trick 
he  has  performed  for  us  tonight,  this  i 
the  only  one  that  balks.  He  smiles  nerv 
ously.  "There's  a  little  rattling  some- 
where," he  demurs,  as  the  coin's  hiding 
spot  is  accidentally  revealed. 

He  points  to  a  black-and-white  photo 
that  shows  a  balding  man  standing  next  to 
the  same  counter.  "For  50  years  this  guy  sold 
magic  tricks  at  Macy's  in  New  York.  I  used 
to  watch  him.  With  my  allowance,  this  was 
the  first  trick  I  ever  bought.  Later  I  found! 
the  counter."  Twenty-one  Emmy  awards 
stand  between  the  young  David  Kotkin  and 
David  Copperfield.  But  in  that  instant  the 
boy  reappeared,  only  to  vanish  as  we 
moved  on  to  the  next  trick. 

For  where  and  when  to  buy  magic 
memorabilia,  visit  Forbes.com/extra.  F 
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Hired  30 

new  employees 

invested  in 
new  equipment 


Built  a  loyal 
customer  base 


Protected  the  business 
with  an  emergency 
preparedness  plan 


With  ready.gov,  the  business  you've  worked  so  hard  to  build  can  be  as  prepared  as  possible 
should  a  disaster  strike.  Download  free,  easy-to-use  checklists,  templates  and  other  resources 
to  help  you  develop  an  affordable  plan.  Protect  your  life's  work — start  or  update  your  plan  today. 


Becoming  a  success  is  hard  work.  Protecting  it  isn't.  WWW.ready.gov 
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Angl  g  for  m  extraordinary  salmon? 

First  atch  Austin  Clark  By  Monte  Burke 

Fishing  is  a  sport  that  requires  an  almost  theological 

faith -"Faith  that  the  water  you  are  fishing  has  got 
fish  in  it,  and  that  you  are  going  to  catch  one  of 
them,"  as  the  novelist  and  Atlantic  salmon-fishing 
bum  William  Humphrey  once  wrote.  A  good  fishing 
guide,  like  a  good  preacher,  confirms  your  faith.  A 
great  guide  gets  you  preferential  seating  in  heaven. 

When  Richard  Adams,  the  iconic  95-year-old 
Matapedia  River  guide,  died  in  March,  Austin  Clark, 
62,  took  his  place  as  the  archbishop  of  Atlantic 
salmon-fishing.  Clark  guides  for  Malbaie  River 
Outfitters  in  Barachois,  Quebec,  on  the  Gaspe 
Peninsula,  a  spit  of  spruce-and-cedar-covered  Maritime 
soil  thrust  into  the  Gulf  of  St.  Lawrence  like  a  clenched 
fist.  Clark's  cathedrals  are  the  famous  rivers  of  the 
Gaspe:  the  Malbaie,  the  St.  Jean,  the  Dartmouth  and 
the  lovely  York,  whose  water  is  so  brilliantly  emerald 
that  you'd  swear  it  would  taste  like  mint.  He  grew  up 
on  the  peninsula  and  has  been  guiding  here  for 
42  years.  He  knows  every  pool  and  riffle  like  the  furni- 
ture of  his  own  living  room. 

Clark  has  an  understated  manner.  "Well,  we'll 
try  our  best  to  get  one  today,"  he  says  on  the 
^  walk  down  to  the  river.  He  gives  old  vets  their 
space  but  can  also,  if  asked,  teach  a  novice  how 
to  cast  correctly.  His  instructions  seem  more  like 


INDULGENCES 


subliminal  suggestions.  "That's  a  taker,"  he  whispers 
from  his  client's  shoulder  when  he  sees  an  active  fish. 
"Rest  her  a  bit,  then  try  a  cast."  Clark  ties  his  own 
salmon  flies  during  the  snowy  Gaspe  winters — Labatt 
Blue  Bombers,  Undertakers,  Black  Bear  Green  Butts 
and  Blue  Charms  are  his  favorites.  But  more  often  than 
not,  he'll  ask  for  your  fly  box,  thoughtfully  finger 
through  the  mess  of  hooks,  hackle  and  feathers,  and 
say,  "Try  this  one,"  giving  you  confidence  in  your  own 
tackle.  He's  a  sly  one.  At  the  end  of  the  day,  you'll  feel 
like  it  was  you  who  chose  the  fly,  you  who  spotted  the 
big  fish,  you  who  landed  it  expertly. 

When  someone  catches  his  first-ever  salmon  or 
lands  a  particularly  hefty  fish  (they  grow  up  to 
40  pounds  on  the  Gaspe),  Clark  breaks  out  of  his 
understated  mode  and  dances  an  Irish  jig  right  there 
on  the  riverbank,  a  disobedient  wisp  of  white  hair 
bobbing  from  his  head.  "I  just  like  helping  people 
catch  a  memorable  fish,"  he  says  with  a  modest  grin. 

Fishing  season  on  the  Gaspe  Peninsula  runs  from 
June  through  September.  F 


Fell (Fiddlo* 

A  STRADIVARI  VIOLIN  (APTLY  NAMED  THE  HAMMER) 
could  smash  the  record  for  the  worlds  most  expensive 
instrument  when  it  comes  up  for  auction  May  16  at 
Christies  New  York.  Were  it  to  fetch  the  high  end  of 
Christie's  estimate — $2.5  million— it  would  evict  the 
current  record-holder,  Lady  Tennant,  a  Strad  that  sold 
for  $2  million  last  April.  Unlike  the  Lady,  this  fiddle 
dates  from  Stradivari's  "golden  period"  (1700-20),  when 
he  produced  his  finest  work.  Previous  owners  included 
Christian  Hammer — the  instrument's  namesake— a 
court  jeweler  to  Sweden's  royal  family  in  the  19th 
century.  U.S.  industrialist  Raymond  Pitcairn  owned  it 
in  the  1920s,  Chicago  businessman  Laddie  Junkunc 
more  recendy.  —Maya  Roney 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forties  com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo1  FINANCE 


Here  are  the  facts: 


1  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  quality 

You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 
78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 
83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


•  Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

•  For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

•  How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  5100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 


./_ 


/_ 


Date  of  birth  (MM/DD/YY) 


Coverage 


City  State 

Major  Illness  History:        Heart  Disease   D  Cancer  D  Diabetes   D  Stroke   D  Other . 

(Please  check  all  that  apply) 


Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Ad  Code:  FORBS  5/06 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  thai  is  regulated  in  at  least  37  slates.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled.  "Selling  Your  Life  Insurance  Policy.  Understanding  Life  Settlements "  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  wwwnaic  org  This  message  and  offer  is  void  where  prohibited  by  law  Quotesmith.com,  Inc  DBA  insure.com  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors  Copynght  ©1984-2006  Quotesmith.com,  Inc.  All 
rights  reserved  CA  agent  #0A13858.  LA  agent  #200696.  MA  agent  #333509159  Quotesmilh.com,  Inc.dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078.  Quotesmith.com,  Inc  dba  lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093  Quotesmith  com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 
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■  Jewelry 

John  ±  Christian 


designers  a  craftsmen 


^Anniversary  (Date 

in  Roman  Numerals! 
•December  11, 1998 
XII  XI  MCMXCVIII 

3  Day  rush  availablei  14K  Gold:  mother's  $490  (up  to  5  names), 

ANNIVERSARY  $790  COKOtrt 'YOUT 'Dott OtUitte!,  PRICES  SUBJECT  TO  CHANGE 


Children's 

Thames  &  Births  tones 


Free  Catalogue  RINGBOX.COM  1-888-646-6466 


Investment  Property 


LOOKING  TO  OWN  LAND? 


Invest  in  one  of  the  last  great 
natural  resources  -  rural  land. 


For  your  free,  monthly 
Special  Land  Reports, 
go  to:  www.land-wanted.com/fbs 


Affiliates  of  National  Timber  Partners  have  a 
premier  inventory  throughout  the  country;  coastal, 
mountain  and  waterfront  properties  from  20  to  200  acres. 


National 

Timber  Partners,  llc 


Forbes 

Business  Classified 


For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
l_800-442-6441 

mediopt@aol.com 


Forbes 


Dali  Prints 


RARE  DALI  PRINTS 


If  you  own,' or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 


Salvador  Dali 


A  RETROSPECTIVE 
of  MASTER  PRINTS 


I-(800)-275-3254 

ask  for  Dept.  FM 

31103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 


Business  For  Sale 


Legal  Services 


Florida  recreational 
watersport  business. 

$548k  2005  owner  cashflow. 

Can  be  relocated. 

$2,950,000 

Peter  Mazzagatti 
239-936-1718 

http://fbba904.bizlink.mto/details  asp?LID=81008 


Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George  Hart@Americanhm.com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Newsletter 


[The  Forbes  Collector^  Zthe  world  is  shrinking!! 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Nanotechnology  is  changing  our  world 
...  our  clothes,  me  military,  science, 
autos,  medical  technology ...  every- 
thing! Its  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes  Call  800-523-7967  or  go 
to  wwwiorbe5wolfe.com/frb. 
Please  use  savings  code  3N5SAVE. 


Steven  Sears,  CPA  •  Attorney  at  Law 

949-262-1100  •www.searsatty.com 


Health/Back  Pain 


BACK  PAIN*: 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seal  and  back  supports 
designed  by  a  leading  | 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hoilow  Road 
Briarcliff  Manor,  NY10510 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.. .800-888-9896 
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Business  Fi 

■ 

Bank  Says  'NO'?... 
We  Say  'YESV 

If  your  company  has  receivables,  we 
can  approve  your  credit  line  in  24  hours. 
•$50K-  $2.5M 
•Not  a  Broker 

Call  800-499-6179  Mr.  Weil 

www.4capitalsolutions.com 
(888-505-7332  for  recorded  information) 


*  FAST,  FREE  DELIVERY  FROH| 
80  DISTRIBUTION,  CENTERS  . 

COAST  TO  COAST         .  * 

*  LOWEST  PRICES  GUARANTEED 

•  f  20  YEARS  EXPERIENCE 


rHon  4  Drawer 
Lateral  Files 
^99^99  to  $449. 


■  Back  Chair 

:    jSEBP^S  $259.99 

^^^Extensfve  Online  Catalog  " 

Including  Desks,  Chairs,  Files,  Tables  &  Bookcases 


Watches 


!'Inati6nal  watch  &  DIAMOND 

•  BUY  .  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

'hit  Our  Web  Site:  nationalwatch.com 

ilh  t  Cheslnu'  Slfiels,  Philo ,  PA  nwd  ,a.«u,|rf< 


TIMESHARES 


save  up  to.. 

70 


off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

t  GREAT  RCI  &  II 

EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Art  Wholesale 


e  Buy,  Sell  Fine  Art  &  Collections. 

3ter  Max,  Warhol,  Neiman,  Erie',  Agam, 
sli,  Haring,  Lichtenstein,  Behrens, 
itto,  Fairchild,  Fazzlno,  Hofmann, 
;hvalko,  Maimon,  Tarkay,  and  More  - 
Ver  20,000  Artworks  in  Inventory, 
illery  Art. 

3633  Biscayne  Blvd.  Aventura,  Fla. 
88)932-6166  www.Gallart.com 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Forbes 


Business  Classified 


lOO,, 


For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most 
cost-effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 

Media  Options:  v  , 

.  r,™  . saa*  You  can  charge  your  i 

l  .800-442-644 1  mmm  rrrr*  a 

mediopt@aol.com  swPsga  C 


Setting  the  Standard  for  Online  Office  Furniture 

®  PLANET 

/J\    OFFICE  FURNITURE 

www.PlanetOfficeFurniture.com 
m  1-866-380-4978 
Authorized  Online  Dealer  for  MdlM 
Save  even  more!  Enter  special  promo  code  1616891 


Business  Opportunist 


BANK 

For  Sale 


310-376-3480 
800-733-2191 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  S99.95 
(save  S50  off  the  regular  $149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-80O-429-0106  and  give  the 
operator  a  special  savings  code  pf  S3Q05 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Forbes  Subscriber  Service 


r  \ 

To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
orcall...800-888~9896 


 I HOUGHTS  

On  the  Business  of  Life 

enry  Ford's  Fordlandia  [in  Brazil]  was  an  attempt  to  create  a  systematic  rubber  tree 
plantation  in  the  country  that,  for  a  decade,  had  been  the  world's  natural  rubber  capital. 
Jungle-scattered  wild  rubber  trees  flourished.  But  the  blights  that  might  kill  the  occasional 
scattered  tree  repeatedly  wiped  out  the  orderly  rows  of  the  Ford  plantation.  Henry  finally  abandoned  the 
effort  after  World  War  II.  Nature  beat  back  this  effort  to  bring  productive  efficiency  where  there  had  been 
little.  But  Fordlandia  survives  in  a  sort  of  tribute  to  his  imagination.  —MALCOLM  FORBES  (1987) 


My  imagination  makes  me  human  and 
makes  me  a  fool;  it  gives  me  all  the  world 
and  exiles  me  from  it. 

—URSULA  LE  GUIN 


Fortunately,  somewhere  between  chance 
and  mystery  lies  imagination,  the  only 
thing  that  protects  our  freedom,  despite  the 
fact  that  people  keep  trying  to  reduce  or 
kill  it  off  altogether. 

—LUIS  BUNUEL 


Man  is  an  imagining  being. 

—GASTON  BACHELARD 

Imagination,  the  supreme  delight  of  the 
immortal  and  the  immature,  should  be 
limited.  In  order  to  enjoy  life,  we  should 
not  enjoy  it  too  much. 

—VLADIMIR  NABOKOV 


The  imagination  is  man's  power  over 
nature. 

—WALLACE  STEVENS 


Imagination  is  like  a  lofty  building  reared 
to  meet  the  sky— fancy  is  a  balloon  that 
soars  at  the  wind's  will. 

— GELETT  BURGESS 


Imagination:  a  warehouse  of  facts  with 
poet  and  liar  in  joint  ownership. 

—AMBROSE  BIERCE 


Imagination  is  a  very  precise  thing — it  is 
not  fantasy;  the  man  who  invented  the 
wheel  while  he  was  observing  another  man 
walking — that  is  imagination! 

—JACQUES  LIPCHITZ 


Skill  without  imagination  is  craftsmanship 
and  gives  us  many  useful  objects  such  as 
wickerwork  picnic  baskets.  Imagination 
without  skill  gives  us  modern  art. 

—TOM  STOPPARD 


So  you  see,  imagination  needs  moodling — 
long,  inefficient,  happy  idling,  dawdling 
and  puttering. 

— BRENDA  UELAND 


It  is  the  spirit  of  the  age  to  believe  that 
any  fact,  no  matter  how  suspect,  is 
superior  to  any  imaginative  exercise, 
no  matter  how  true. 

—GORE  VI  DA 

That  which  we  know  is  but  little;  that 
which  we  have  a  presentiment  of  is 
immense;  it  is  in  this  direction  that  the 
poet  outruns  the  learned  man. 

—JOSEPH  ROW 


It  will  be  found,  in  fact,  that  the 
ingenious  are  always  fanciful,  and 
the  truly  imaginative  never  less  than 
analytic. 

—EDGAR  ALLAN  POI 


Think  left  and  think  right  and  think  low 
and  think  high.  Oh,  the  thinks  you  can 
think  up  if  only  you  try! 

— THEODOR  GEISEL 


A  Text ...  

He  shall  die  without  instruction; 
and  in  the  greatness  of  his  folly  he 
shall  go  astray. 

—PROVERBS  5:23 

Sent  in  by  Robert  Pattern,  Johnson  City,  Tenn. 
I     *  ■ 
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HEADLIGHTS  THAT  MOVE 
IN  THE  DIRECTION 
YOU  ARE  TURNING.  . 

TECHNOLOGY  CATCHES  UP 
TO  COMMON  SENSE. 


©2006  Lexus." 


AN  ENTIRELY  NEW  ES.  THE  LEXUS  ES  350. 

The  idea  was  simple,  almost  obvious.  Instead  of  having  headlamps  point  directly  ahead,  have  both  lights  turn  in  the  same 
direction  that  the  car  is  turning/That  way,  light  is  cast  around  corners-helping  to  make  the  road,  and  everything  on  it, 
more  visible.  It's  called  the  Dual-swivel  Adaptive  Front  Lighting  System,  and  you'll  find  that  kind  of  innovative  thinking 
offered  throughout  the  all-new  2007  ES  350;  from  the  MP3  port,  to  the  rain-sensing  wipers,  to  the  over  100  onboard 
sensors.  To  learn  more,  visit  AIINewES.com.  You're  sure  to  find  it  quite  illuminating. 


THE  PASSIONATE  PURSUIT  OF  PERFECTION. 


www.iss.net 


With  network  security,  if  you  're  not 

ahead  of  the  threat 

you  're  only  reacting  to  i\ 


.et  Internet  Security  Systems  stop 
network  threats  before  they  impact  your  business. 

How  do  you  ensure  compliance  and  manage  costs  when  your  security  is  less  than  certain 
Even  "zero-day"  solutions  aren't  fast  enough  to  protect  against  losses  once  an  Internet  attack  hits 
The  alternative  is  preemptive  security  from  Internet  Security  Systems.  Because  our  enterprise  solutions 
are  based  on  the  world's  most  advanced  vulnerability  research,  only  ISS  can  can  offer  preemptive  security  and 
stop  threats  before  they  impact  your  business.  So  why  rely  on  "reaction"  when  security  can  be  a  sure  thinj 

Need  proof?  Get  a  free  whitepaper,  Preemptive  Security:  Changing  the  Rules, 
at  www.iss.net/proof  or  call  800-776-2362. 


NETWORK  &  HOST  INTRUSION  PREVENTION 


MANAGED  SECURITY  SERVICES 


VULNERABILITY  MANAGEMEN 


©2006  Internet  Security  Systems  Incorporated.  Ail  rights  reserved  worldwide. 
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THE  BENEFITS  OF  CARING™  brought  to  you  by  CIGNA® 

THE  COSTS  OF 
PREMATURE  BIRTH 
LAST  A  LIFETIME 

i 

THE  HEALTH  IMPACT  STKETCHES  I  ROM  INFANCY  TO  OLD  AGE 


Special  Advertising  Feature 


College  freshman  Matt  Hughes  is 
one  of  the  lucky  ones.  Born  Five  weeks 
premature  in  1985,  he  arrived  in  the 
world  before  his  lungs  were  fully  devel- 
oped. He's  lived  with  the  consequences 
ever  since.  Severe  asthma  restricts  his 
activities,  and  he  will  probably  be  on 
medication  for  the  rest  of  his  life. 
Yet  Matt,  now  19,  was  spared  the  more 
serious  problems  frequently  associated 
with  prematurity,  including  blindness, 
deafness,  cerebral  palsy,  and  mental 
retardation. 

While  commonly  viewed  as  a  health 
issue  for  babies,  problems  caused  by 
prematurity  don't  simply  go  away  when 
babies  grow  up.  "Unlike  diseases  of  the 
adult  that  last  for  one  or  two  decades,  this 
is  a  price  that  individuals  pay  for  their 
entire  lives,"  says  Roberto  Romero,  chief 
of  the  Perinatology  Research  Branch  of 
National  Institute  of  Child  Health  and 
Human  Development  at  the  National 
Institutes  of  Health. 

The  costs — both  personal  and  Finan- 
cial— can  be  overwhelming.  Consider 
just  the  initial  monetary  costs.  The  March 
of  Dimes  estimates  that  in  2002  the  total 
national  hospital  bill  for  premature  infants 
added  up  to  $15.5  billion.  "That's  almost 
half  of  all  charges  for  all  infant  hospital- 
izations," says  Joann  Petrini,  director  of 
the  March  of  Dimes  Perinatal  Data 
Center. 

Who  pays  that  bill?  Employers  carry 
much  of  the  burden.  In  2002,  almost  half 
of  that  $15.5  billion  was  billed  to 
employers  or  other  private  insurers, 
according  to  the  March  ofDimes.  A  sepa- 
rate study,  which  includes  the  cost  of 
doctor  visits  and  pharmaceuticals,  shows 
that  in  the  First  year  of  life  employers  pay 
nearly  15  times  more  for  a  premature  baby 
than  a  full-term  baby,  with  an  average 
cost  of  $41,610  for  a  preemie  compared  to 
just  $2,830  for  a  full-term  baby. 


Yet  all  these  numbers  are  just  a  drop 
in  the  bucket  once  you  consider  the  con- 
tinuing medical  issues  of  former  preemies 
like  Matt  Hughes.  Medical  studies  have 
tracked  the  long-term  health  of  pre-term 
infants — the  longest  now  extends  20 
years — and  various  researchers  see  poten- 
tial links  between  prematurity  and  the 
eventual  development  of  diabetes  and 
heart  disease.  Yet  today  there  are  no 
studies  to  tell  us  what  health  problems 
will  show  up  as  those  born  prematurely 
turn  40  or  60  or  even  80. 

That's  important  because  the  number 
of  premature  births  in  this  country  keeps 
rising.  In  1981,  pre-term  births  accounted 
for  9.4%  of  all  live  births.  Since  then,  that 
number  has  risen  nearly  30%  to  12.1%, 
with  roughly  one  in  every  eight  babies 
now  born  three  or  more  weeks  early. 
Some  of  the  increase  can  be  attributed  to 
the  rise  in  multiple  births  associated  with 
infertility  treatment.  Then,  too,  a  portion 


of  having  a  pre-term  birth  is,  in  part, 
retained  in  the  individual  regardless  of 
her  pregnancy  status,"  she  says. 

Infection  is  seen  to  be  a  key  factor,  she 
says,  as  is  the  body's  immune  response  to 
infection  and  other  kinds  of  inflamma- 
tion. She'sjust  launched  a  study  of  women 
who  have  given  birth  prematurely, 
treating  half  of  them  for  six  factors — low- 
level  urogenital  tract  infection,  periodontal 
disease,  stress,  depression,  smoking  and 
obesity — prior  to  the  birth  of  their 
next  child.  "The  unfortunate  reality  is 
that  those  groups  most  at  risk  for  these 
problems  are  also  the  least  likely  to  have 
access  to  preventive  healthy  services,"  says 
Dr.  Culhane. 

This  multi-factor  approach  is  remi- 
niscent of  that  being  taken  with  cardio- 
vascular disease.  "It's  usually  not  one 
characteristic  that  precipitates  a  heart 
attack,"  says  Robert  L.  Goldenberg, 
professor  of  obstetrics  and  gynecology  at 


While  commonly  viewed  as  a  health  issue 
for  babies,  problems  caused  by  prematurity 
don't  simply  go  away  when  babies  grow  up. 


yy 


of  the  increase  is  due  to  early  intervention 
when  a  doctor  decides  that  a  baby  is  more 
likely  to  survive  outside  the  womb. 

A  large  number  of  premature  births, 
however,  have  no  diagnosable  cause. 
Until  recently,  the  medical  world  looked 
for  the  answer  to  these  births  by  focusing 
on  medical  conditions  arising  during 
pregnancy.  These  days,  however,  some 
researchers  are  turning  their  attention  to 
factors  that  actually  predate  conception. 
Indeed,  the  best  indicator  of  pre-term 
birth  is  having  already  delivered  a  baby 
pre-term,  says  Jennifer  Culhane,  associate 
professor  of  obstetrics  and  gynecology  at 
Drexel  University  College  of  Medicine, 
Philadelphia.  "This  tells  us  that  the  risk 


University  of  Alabama  Birmingham. 
"And  the  same  model  looks  like  it  applies 
to  prematurity." 

That  means  women  hoping  to  deliver 
a  full-term  baby — and  the  employers 
who  pick  up  so  much  of  their  health  care 
bill — may  want  to  pay  careful  attention  to 
the  six  factors  in  Dr.  Culhane's  study. 
"There  is  great  value  to  women  of  child- 
bearing  age  taking  care  of  themselves," 
says  pediatrician  Lorna  Friedman, 
CIGNA's  senior  medical  executive.  Until 
research  provides  a  more  definitive 
answer,  she  says,  the  best  preventative 
medicine  may  include  a  trip  to  the  dentist, 
regular  visits  to  the  gym,  and  a  thorough 
pre-pregnancy  checkup. 


Your  life  changes  the  day  your  baby  is  born. 
But  for  the  parents  of  more  than  500,000  infants  born 
prematurely  in  the  U.S.  every  year,  that  day  comes 
much  too  soon.  At  CIGNA®  we're  proud  to  be  a 
national  sponsor  of  the  March  of  Dimesf  a  group 
dedicated  to  reducing  premature  births  and  saving 
these  babies'  lives.  In  addition,  we  offer  the  CIGNA 
HealthCare  Healthy  Babies®  program,  where  we  provide 
up-to-date  information  and  support  to  help  you  and 
your  baby  from  prenatal  to  post-delivery.  Because  the 
most  precious  gift  you  can  give  your  child  is  a  healthy 
start  in  life.  For  more  information  on  CIGNA  employee 
benefits,  ask  your  employee  benefits  manager  or  visit 
at  wjww.cigna.com/healthybabies. 
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104  |  Car  Czar 

Carlos  Ghosn  pulled  a  twofer:  He  now  runs  both  Nissan 
and  Renault,  deploying  a  sense  of  urgency— and  no  fear 
of  flying.  By  Joann  Muller 
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178  |  Ready  for  Takeoff 

Albuquerque  has  turned  business-friendly— attracting 
new  enterprises  and  creating  highly  skilled  and  well-paid 
manufacturing  jobs.  By  Mark  Tatge 

184  River  Revival 

Grand  Forks,  N.D.  has  come  a  long  way  since  a  disastrous 
flood  in  1997.  Could  it  teach  New  Orleans  a  thing  or  two? 
By  Christopher  Steiner 

195  |  Stuck  in  the  Slammer 

Youngstown,  Ohio  has  tried  to  ignite  economic  revival — 
by  building  prisons.  By  Miriam  Gottfried 

196  ]  The  Top  Ten 

Half  of  the  best  metro  areas  are  new  this  year.  What  makes 
a  winner?  By  Kurt  Badenhausen 
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144  |  Help  Wanted: 

The  Ten  Hardest  Jobs  to  Fill 

Offshoring,  layoffs,  rehires — workers  may  not  like  the 
global  workplace  of  the  21st  century,  but  it  suits  Manpower 
just  fine.  By  Richard  C.  Morais 

46  |  Can  Sun  Micro  Shine  Again? 

Sun  Micro's  new  chief,  Jonathan  Schwartz,  has  to  innovate 
his  way  out  of  the  company's  agonizing  five-year  decline. 
By  Daniel  Lyons;  interview  by  Elizabeth  Corcoran 

56  \  The  Richest  Kings,  Queens 
&  Dictators 

The  net  worths  of  ten  of  the  world's  wealthiest  rulers. 
By  Cristina  von  Zeppelin,  Allison  Fass,  Evan  Hessel, 
Luisa  Kroll,  Tatiana  Serafin,  Matthew  Swibel 
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By  Daniel  Lyons 
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Warren  Buffett- 
Chairman,  Berkshire  Hathaway 
Owner,  CORT  Furniture  Rental 


you  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate, 
o  buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
'hich  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway. 
Iter  all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
istall  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation. 
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the  debilitating,  chronic  pain  of  sinusitis? 
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IT'S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE 
HP  COLOR  LASERJETS  STARTING  AT  $399. 

It  makes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These 
network-ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 
toner.  And  best  of  all,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
Service  and  Reliability  for  14  straight  years.  Brilliantly  Simpl 


STEST 

HP  Color  LaserJet  3800n. 
Up  to  22  pages  a  minute. 
There's  no  deadline  it  can't  meet. 

$999. 


Up  to  17  pages  a  minute. 
A  great  fit  for  a  growing  business. 


lb  learn  more  or  see  special  offers,  visit  hp.com/go/colorprinter. 
Zall  l -800-888-3119.  Visit  your  reseller  or  retailer. 

52006  Hewlett-Packard  Development  Company,  LP.  Estimated  U.S.  retail  price.  Actual  price  may  vary. 
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The  ability  to  say  no  to  compromise  is  a  rare 
thing  these  days.  Many  companies  would 
like  to  be  able  to  say  it,  but  so  few  have  the 
autonomy  to  actually  do  it.  As  an  independent 
company,  BMW  can  say  no.  No,  we  will  not 
compromise  our  ideas.  No,  we  will  not  do 
it  the  way  everyone  else  does  it.  No,  we 
will  not  factor  designs  down  to  the  lowest 
common  denominator.  No,  we  will  not 
sell  out  to  a  parent  company  who  will 
meddle  in  our  affairs  and  ask  us  to  subject 
our  cars  to  mass  market  vanilla-ism. 


Because  we  can  say  no  to  compromise, 
we  can  say  yes  to  other  things  —  such  as 
building  our  vehicles  with  50/50  weight 
distribution  for  superior  handling  and  control, 
despite  the  fact  that  it  costs  more  to  build 
them  that  way.  It's  thousands  of  little  things 
like  this  that  separate  BMW  from  other  car 
companies.  By  maintaining  our  autonomy 
and  ability  to  say  no,  we  can  make  sure 
great  ideas  live  on  to  become  ultimate 
driving  machines. 
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The  Equity  Vanishes 

WHO  PAYS  FOR  WALL  STREETERS'  YACHTS?  WHY,  YOU  DO,  WITH 
one  of  your  favorite  tax  deductions.  It's  the  one  for  interest.  You 
use  it  to  write  off  your  mortgage.  Financiers  use  it  to  shelter 
business  profits. 

The  quaint  theory  that  interest  should  be  taxable  income  for  the 
recipient  and  a  deductible  cost  for  the  payer  goes  back  to  the  earli- 
est days  of  the  tax  code  almost  a  century  ago.  In  the  house  market 
the  tax  law  inflates  prices,  making  us  feel  wealthier  (although  we  don't 
live  any  better  as  a  re-  Equity  Issuance 
suit).  On  Wall  Street  it  50  j$bj|j 
creates  true  wealth,  not  0 
just  the  paper  kind.  It 
makes  the  kind  of 
money  that  can  be  used 
to  pay  for  yacht  crews. 

The  interest  de- 
duction has  the  per- 
verse effect  of  reward- 
ing dirty  balance 
sheets.  If  a  business 
makes  $1  billion  flying 
airplanes,  it  will  owe  $350  million  of  federal  tax  if  its  capital  comes 
entirely  from  equity.  It  owes  no  corporate  tax  if  the  whole  profit  is 
paid  out  in  the  form  of  interest.  This  gives  rise  to  a  wonderful  op- 
portunity for  financial  engineers.  They  replace  equity  with  debt, 
cutting  tax  bills  and  pocketing  a  fee  for  their  efforts. 

There  are  two  ways  to  turn  equity  into  debt.  One  is  to  do  a 
debt- financed  takeover.  You  don't  have  to  be  particularly  adept  at 
running  the  acquired  company,  just  smart  enough  to  claim  the 
interest  deduction,  in  order  to  make  a  fortune.  This  tax  arbitrage 
explains  how  a  junk-bond  king,  M&A  dealster  or  leveraged-buy- 
out  titan  can  accumulate  a  quick  billion. 

Another  method,  now  the  favorite  of  hedge  funds  (as  Bernard 
Condon  explains  on  page  52),  is  to  persuade  corporations  to  buy 
in  their  own  shares,  shrinking  their  equity  base  and  thus  their 
tax  bills. 

This  dirtying-up  of  corporate  balance  sheets  is  now  taking 
place  on  a  grand  scale.  The  graph  above  shows  how  much  the 
retirement  of  equity  (via  buybacks,  LBOs  and  merger  activity) 
exceeds  the  issuance  of  equity  (through  offerings  of  new 
shares). 

The  would-be  reformer  David  F.  Bradford,  a  Princeton  econ- 
omist, said  in  his  blueprint  for  a  21st-century  tax  code  that  we 
should  stop  treating  interest  as  income,  stop  letting  taxpayers 
claim  interest  as  a  deduction  and  stop  rewarding  Wall  Street's 
financial  engineers.  Last  year  Bradford  died  in  a  tragic  accident. 
The  interest  deduction  lives  on.  It's  probably  good  for  another 
century. 

EDITOR 
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There's  growing,  and  then  there's  growing  profitably.  Nortel  can  seamlessly  design, 
implement,  and  service  your  global  network  while  cutting  costs  along  the  way.  That's 
why  83  Fortune  100  companies  rely  on  Nortel  Global  Services. 


>BUSINESS  MADE  SIMPLE 


nortel.com 


Business  Made  Simple,  Nortel,  the  Nortel  logo,  and  the  Globemark  are  trademarks  of  Nortel  Networks, 


NORTEL 


Wr hat's  a  good  corporate  citizen? 
It's  not  about  awards  or  mission 
statements  or  press  releases.  It's  about 
people.  People  who  care  about  what  they 
do  and  how  they  do  it.  And  at  Toyota,  we 
know  these  people  pretty  well,  because 
we  hire  them  every  chance  we  get. 

You  see  it  in  every  vehicle  we  build 
here!"*  Our  over  32,000  team  members 


take  pride  in  everything  they  do.  Quality, 
teamwork  and  dependability,  that's  what 
they  are  all  about. 

Our  team  members  care  about  doing 
what's  right;  at  work  as  well  as  in  their 
local  communities.  They  really  are  good 
citizens.  Which  in  turn  makes  Toyota  a 
better  corporate  citizen.  Isn't  it  nice  when 
things  work  out? 
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Readers  Say 


READERS@FORBES.COM 


Byzantine  Backlash 

"Fantasy  Island"  (Apr.  24, 
p.  90)  is  exactly  that: 
fantasy.  In  reality  Cyprus 
is  a  leader  in  interna- 
tional efforts  to  combat 
money  laundering  and 
organized  crime,  fully 
complying  with  the  high- 
est international  stan- 
dards. In  fact  we  now 
train  officials  in  other 
countries  in  anti-money- 
laundering  strategies.  Cyprus'  record  in  combating  these  international  scourges  is 
as  good  as  that  of  any  other  country. 

Your  story  does  not  take  into  account  Cyprus'  1996  anti-money-launder- 
ing laws,  its  criminalization  of  terrorist  financing  nor  further  legislation  passed 
in  2003  and  2004  that  strengthens  these  laws.  Such  efforts  led  the  U.S.  State 
Department  to  report  in  March  2006  that  "Cyprus  has  put  in  place  a  compre- 
hensive antilaundering  legal  framework  that  comports  with  international 
standards,"  introducing  a  range  of  new  regulations  which  add  to  "anti-money- 
laundering  vigilance"  on  the  part  of  the  banking  sector. 

EURIPIDES  L.  EVRIVIADES 
Ambassador  to  the  U.S.,  Republic  of  Cyprus 
Washington,  D.C. 

I  do  not  know  what  the  people  of  the  Republic  of  Cyprus  have  done  to  deserve 
this  scurrilous  attack.  You  allege  that  Cyprus  is  among  14  countries  with  busi- 
nesses that  illegally  provided  Saddam  Hussein  with  conventional  weapons. 
What  a  CIA  report  actually  stated  is  that  a  French  business  with  a  holding 
company  registered  in  Cyprus  "possibly  breached  sanctions." 

ANASTASIOS  I.  LEVENTIS 
Athens,  Greece 


Air  Scare 


"Trouble  Breathing"  (Apr.  24,  p.  80) 
frightens  asthma  patients  unnecessarily. 
Before  products  like  Advair  and 
Serevent  appeared,  asthma  deaths  had 
been  rising.  Recent  data  show  that 
asthma  deaths  have  declined  with  the 
use  of  such  asthma  treatments.  In  any 
case,  the  choice  of  what  medication 
people  with  asthma  take  should  remain 
with  the  experts — their  physicians. 

CHRIS  VIEHBACHER 
President,  U.S.  Pharmaceuticals 
GlaxoSmithkline 
Research  Triangle  Park,  N.C. 


Punchy  Delivery 

"The  King  and  His  Sport,  at  Twilight" 
(Apr.  24,  p.  84)  offers  some  good  expla- 
nations of  why  professional  boxing  is 
less  and  less  on  the  minds  of  American 
sports  fans.  But  Don  King  is  not  an  asset 
to  the  sport,  he  is  a  disease.  Greed  is  his 
pulpit.  He  exerts  control  over  two  of 
boxing's  major  sanctioning  bodies  and 
often  stops  major  fights  from  happen- 
ing. Senator  John  McCain  proposes  a 
federal  commission  to  oversee  boxing. 
He  is  right  to  do  so. 

PETER  (SUNNYSIDE  KID)  MCGINLEY 
Morgantown,  W.Va. 
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O  DESTINATION  IS  MORE  IMPORTANT  At  Net|e,s'       for  our  ftactional  aircraft  ™»'!  *  the 


HAN  THE  LAST  ONE  OF  THE  DAY. 


foundation  of  everything  we  do.  We  employ  only  the  most 
experienced  and  well  trained  pilots,  and  provide  the  largest  and 
most  diversified  private  jet  fleet  in  the  world.  As  a  Netjets 
Owner  you  can  count  on  us  to  get  you  where  you're  going  and 
back  on  your  schedule.  Because  we  know  there's  someone  at 
home  who's  counting  on  you.  To  make  Netjets  part  of  your  life, 
call  1-877-356-0754  or  visit  www.netjets.com. 

NETJETS" 

Make  every  moment  count™ 


©  2006  Netjets  Inc.  |  Netjets  is  a  Berkshire  Hathaway  company. 


GRADIENTS: 

1 1/2  oz  Patr6n  Silver,  1/2  oz  Patr6n  Cltr6nge,  Orange  Juice 
Juice  of  i/2  iime,  Sweet  &  Sour  Mix,  Lime  wheel  as  garnish 

TOOLS: 

Margarita  Glass,  Mix  Tin,  Strainer 

METHOD: 

In  a  mixing  tin  full  of  ice,  combine  Patr6n  Silver,  Citronge 
orange  juice,  lime  juice,  and  sweet  and  sour. 
Snake  well,  strain,  and  serve  on  the  rocks.  Garnish  with  lime  wheel. 


INGREDIENTS: 

2  oz  Patr6n  Silver,  3/4  Citronge,  Squeeze 
Splash  of  cranberry  juice,  Lime  as  garnish 

TOOLS: 

Martini  Glass 

METHOD: 

Shake  and  pour  into  a  Martini  Glass.  Garnish  with  lime. 


AT&T 


Readers  Say  

Logo  Hang-Up 

"A  Battered  Brand, 
Reborn"  (Apr.  24, 
p.  58)  reminds  me 
that  the  average 

commercial  user  of  telecom  carriers 
finds  himself  lost  in  a  jungle  of  new 
products  and  services.  On  top  of  this, 
commercial  customers,  who  have 
endured  the  past  20  years  of  telecom 
deregulation,  suffer  through  never-end- 
ing attempts  by  manufacturers  to  repo- 
sition their  products  in  the  marketplace 
rather  than  spending  more  to  innovate. 

Commercial  telecom 
4^b^ 'j      users  are  repulsed  by 
JJ^^      continuing  high  prices 
^      and  disappointed  by  the 
.  corporate  inefficiencies 

3  L&X   l^at  p'a§ue  tne  maj°r 

carriers.  It's  true  that 
long-distance  costs  have  dropped 
dramatically.  But  lack  of  quality 
customer  care  is  absurdly  deficient. 
Given  all  this,  the  old  AT&T  logo  is  pro- 
fane. The  "new"  logo  is  merely  tolerable. 

JIM  ROSENBERRY 
Telecom  Analyst 
Production  Tool  Supply 
Warren,  Mich. 

Bride  of  Chucky 

"Dolls  With  Baggage"  (May  8,  p.  56) 
completely  missed  the  mark.  Dolls  do 
not  have  baggage — people  have  baggage. 
That's  why  the  Life  of  Faith  books  and 
these  dolls  exist:  to  help  young  girls  who 
struggle  with  feelings  of  fear,  anxiety, 
rejection  and  loneliness.  That  hardly 
seems  an  unworthy  cause.  Defacing  our 
doll's  image  and  making  her  look 
evil  was  not  only  tacky,  but  downright 
mean. 

SANDI  SHELTON 
President  and  Publisher 
Mission  City  Press 
Franklin,  Tenn. 
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SIMPLY 

PERFECT! 


THE  WORLD'S  #1  ULTRA  PREMIUM  TEQUILA 


TEQUILA  PATRON  TEQUILA 

Always  enjoy  our  Simply  Perfect  products  responsibly. 
To  send  a  gift  of  Patr6n,  call  1-877-SPIRITS  or  visit  www.877spirits.com.  Void  where  prohibited. 
www.patronspirits.com 


How  can  you  protect  your  network 
and  your  peace  of  mind? 


(We've  got  the  answer.) 


Confidence.  When  it  comes  to  security  information  or  anything  else  in  technology,  CDW  delivers  just  that.  That's  why 
we  give  you  a  trained,  dedicated  account  manager,  who  knows  your  technology  set  up  and  the  products  we  carry.  So 
when  you  call  you  get  faster,  more  insightful  answers.  That's  also  why  we  have  industry-certified  technology  experts 
available.  As  well  as  technical  support  anytime  you  need  it.  Add  in  access  to  the  industry's  largest  in-stock  inventories 
and  fast  delivery,  and  you've  got  a  technology  resource  that's  a  little  different.  It's  one  you  can  count  on. 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding."  irtfljP'  f> 


Disaster  Redux 


G.William  Miller,  Fed  boss  in  1978-79,  was  an  ineffectual 
inflation  fighter.  Can  Ben  Bernanke  avoid  a  Miller-like  fate? 


"THERE  IS  NO  SUBTLER,  NO  SURER  MEANS  OF  OVERTURNING  THE 
existing  basis  of  society  than  to  debauch  the  currency.  The  process 
engages  all  the  hidden  forces  of  economic  law  on  the  side  of  de- 
struction, and  does  it  in  a  manner  which  not  one  man  in  a  mil- 
lion is  able  to  diagnose."— John  Maynard  Keynes,  The  Economic 
Consequences  of  the  Peace  (1919) 

Inflation  is  back  again,  an  incredible  development  considering 
the  hard  experiences  we  and  the  rest  of  the  world  had  with  this  de- 
bilitating disease  from  the  late  1960s  through  the  early  1980s.  Infla- 
tionary symptoms  are  already  rampant  in  the  commodities  market. 
Gold,  oil,  copper  and  other  items  are  approaching  or  exceeding  rates 
of  price  increase  not  seen  for  a  quar- 
ter of  a  century.  In  the  months  ahead 
inflation  will  spread  through  the  rest 
of  the  economy  here  and  overseas. 

Keynes  was  right  Even  though 
our  previous  experience  with  infla- 
tion is  still  a  living  memory  for  tens 
of  millions  of  people,  hardly  anyone 
in  a  position  of  authority  can  fathom 
what  is  now  hitting  him.  The  rheto- 
ric about  evil  oil  company  executives 
is  almost  an  exact  replica  of  what  we 
heard  in  the  1970s.  Back  then  petroleum  pooh-bahs  supposedly  kept 
tankers  parked  at  sea  in  order  to  drive  up  the  cost  of  gasoline  and  heat- 
ing fuel.  Now  both  Republicans  and  Democrats  are  screaming  about 
price  manipulation  at  the  gas  pump.  As  in  the  1970s,  we  are  being 
told  today  that  commodities  are  scarce.  Unlike  then,  though,  no  one 
believes  we  are  running  out  of  the  stuff,  just  that  the  global  economy's 
expanding  demand  has  pulled  us  into  an  era  of  high  commodity 
costs.  It's  all  nonsense.  When  this  inflation  dragon  is  slain,  as  it  will 
be  eventually,  commodity  prices  will  resume  their  long-term  descent. 

For  4,000  years  gold  has  been  the  best  barometer  of  inflation, 
the  Polaris  of  stable  money.  In  the  late  1960s  it  jumped  after 
decades  of  stability,  and  inflation  soon  followed.  The  same  phe- 
nomenon repeated  itself  in  the  early  1970s,  when  gold  soared, 
and  again  when  it  roared  ahead  in  the  late  1970s.  Each  rise  was 
followed  by  a  disastrous  round  of  generally  rising  prices  and  ever 
higher  interest  rates — and  each  ended  in  a  recession.  Today  the 
price  of  what  Keynes  called  the  barbarous  relic  is  the  highest  it's 
been  since  1980,  up  150%  from  its  2001  lows. 

During  bubbles  and  preinflationary  run-ups  in  gold  prices, 
policymakers  always  assure  us  that  things  are  "different"  this  time. 
Federal  Reserve  officials  today  tell  us  that  there  is  far  less  of  a  link 
between  commodities  and  inflation.  Gold  is  going  up  because  the 
emerging  middle  classes  in  India  and  China  love  to  buy  jewelry. 
Oil  is  high  because  of  uncertainty  over  Iran,  disrupted  supplies 


from  Nigeria  and  Venezuela,  crazy  U.S.  regulations  prohibiting 
exploration  and  production  in  most  of  the  Outer  Continental 
Shelf  and  parts  of  Alaska,  and  expanding  energy  appetites  in  fast- 
growing  India  and  China.  All  of  this  is  true.  But  make  no 
mistake:  At  least  $20  of  the  price  of  a  barrel  of  oil  today  is  pure  infla- 
tion and  inflation-induced  speculation.  And  given  the  outstanding 
supply  of  gold  today— you  can't  destroy  it,  every  ounce  ever 
mined  still  exists— India's  and  China's  alleged  impact  is  minimal. 

The  Federal  Reserve  is  debasing  the  dollar,  and,  in  lockstep,  the 
European  Central  Bank  and  the  Bank  of  japan  are  doing  the  same 
to  the  euro  and  the  yen,  respectively. 

The  Fed  could  break  this  fever 
easily  by  soaking  up  excess  liquidity 
until  the  gold  price  falls  below  $400 
an  ounce.  (The  ten-year  average  is 
around  $350.)  Sadly,  the  Fed's  new 
boss,  Ben  Bernanke,  fully  disdains 
gold  as  a  useful  monetary  tool,  shar- 
ing John  Maynard  Keynes'  prejudice 
against  the  yellow  metal.  Like  most 
of  his  economist  peers  Bernanke 
thinks  that  the  traditional  gold  stan- 
dard, which  governed  monetary 
policy  in  Great  Britain  and  eventually  elsewhere  from  the  early  1700s 
to  the  1930s,  caused  or  at  least  deepened  the  Great  Depression. 

If  gold  stays  at  its  current  levels,  expect  to  see  cost-of-living  indexes 
hit  increases  of  5%  or  more.  Expect  long-term  interest  rates  to  go  above 
6%,  perhaps  reaching  7%.  Short-term  rates  won't  be  far  behind.  What 
will  hurt  the  housing  market  is  not  the  alleged  excess  in  prices  we've 
been  hearing  so  much  about  but  the  plain  old  higher  cost  of  money. 

You  must  prepare  for  political  repercussions,  too.  Bad  guys  like 
Venezuela's  Hugo  Chavez  will  use  their  windfalls  to  stir  up  trou- 
ble and  finance  terrorists.  China's  economy  might  become  over- 
heated, which  could  generate  considerable  political  turmoil  there. 

Here  at  home  we  will  be  told  that  rising  interest  rates  have  been 
caused  by  George  Bush's  tax  cuts,  making  their  survival  even  more 
problematic  (see  below).  Repealing  the  death  tax  will  be  tougher. 

Thankfully,  most  of  the  federal  income  tax  code  has  been 
indexed  for  inflation,  thus  preventing  unlegislated  tax  increases.  By 
the  end  of  the  1970s,  for  example,  a  family  that  earned  $18,000  was 
less  well-off  than  a  family  that  had  earned  $7,000  ten  years  before. 

Keynes  once  made  a  sage  observation  about  ideas:  "Practical 
men,  who  believe  themselves  to  be  quite  exempt  from  any  intel- 
lectual influences,  are  usually  the  slaves  of  some  defunct  econo- 
mist." Sadly,  Keynes'  disdain  for  gold  is  accepted  as  holy  writ 
among  most  economic  policymakers  today.  We  are  all  about  to 
pay  the  price  for  that  arrogant,  misbegotten  idea— yet  again. 
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Fart  and  Comment 


Tax  Cuts  Work!  So  Ditch  'Em! 


G.W.  Bush  signs  economy- 
now-jeopardized  tax  cuts 


YOU'D  NEVER  KNOW  IT  FROM  READING  THE  MAINSTREAM 
media  or  listening  to  most  economists,  pundits,  Democrats  and 
even  some  GOP  politicos,  but  the  Bush  tax  cuts  passed  in  May 
2003  have  been  a  fantastic  success.  Yet  because  of  Washington's  idi- 
otic way  of  estimating  the  impact  of  prospective  tax  changes',  these 
prosperity-producing  reductions  are  threatened  with  extinction. 
The  two  principal  ones— capital  gains  and  personal  dividends- 
are  set  to  expire  in  2008.  So  far  efforts  to  extend  them  or  make 
them  permanent  have  faltered.  If  these  do  go  by  the  boards,  antic- 
ipate a  slowdown/ recession  in  2008-09. 

That  Democrats  would  badmouth 
what  George  Bush  wrought  in  2003  is 
predictable.  But  that  so  many  suppos- 
edly objective  observers  and  business 
journalists  badmouth  that  legislative  act 
is  astonishing,  a  manifestation  of  both 
how  poisoned  our  politics  have  become 
and,  even  more  alarming,  of  how  eco- 
nomically illiterate  or  lazy  so  many 
seemingly  smart  people  are. 

The  evidence  of  the  positive  impact 
of  these  cuts — the  capital  gains  levy  was 
cut  25%;  the  personal  dividend  tax  was 
cut  60%;  personal  tax  rates  were  reduced;  and  juicy  incentives  for 
businesses,  especially  small  ones,  to  boost  capital  expenditures 
were  put  in  place — is  overwhelming. 

•  Real  GDP  has  blossomed,  expanding  more  than  $1  trillion,  or 
11%  between  the  first  quarter  of  2003  and  the  end  of  last  year. 
No  other  advanced  economy  has  done  nearly  as  well. 

•  Some  5  million  new  jobs  have  been  created  since  the  tax  cuts, 
more  than  in  Europe  and  Japan  put  together. 

•  Real  personal  incomes  have  mushroomed  as  well,  expanding 
5.7%  at  a  real  compounded  annual  growth  rate. 

•  For  all  the  gnashing  of  teeth  over  U.S.  manufacturing  jobs,  our 
industrial  production  has  increased  by  more  than  $300  billion, 
or  more  than  1 1%,  in  the  past  three  years. 

•  Between  the  second  quarter  of  2003  and  the  end  of  2005  a  stun- 
ning 3.9  million  new  businesses  have  been  created. 

•  Equity  values  have  moved  up  smartly  (although  they  should  be 
up  even  more  given  what's  happening  to  corporate  balance  sheets 
and  bottom  lines).  The  comprehensive  Wilshire  Index  has 
increased  65%  since  early  2003;  the  S&P  500,  55%;  and  the  Dow 
Jones  industrial  average,  42%.  What's  intriguing  here  is  that  the 
biggest  stock  market  rises  have  been  with  small-cap  stocks.  Is  it  a 
coincidence  that  these  companies  have  been  invested  in  far  more 
heavily  than  their  much  bigger  corporate  counterparts? 

•  Aftertax  corporate  profits  have  exploded  from  $727  billion  in 
the  first  quarter  of  2003  to  almost  $1.1  trillion  at  the  end  of  2005, 
an  increase  of  46%. 

•  Dividends  have  proliferated,  rising  from  an  annual  rate  of  $149 
billion  in  early  2003  to  more  than  $200  billion  today.  In  the  S&P 
500  companies  there  have  been  more  than  900  increases,  and 
over  40  companies  have  initiated  dividends. 


•  Business'  capital  spending  zoomed  from  an  annual  rate  of 
$730  billion  in  the  first  quarter  of  2003  to  almost  $1  trillion  by 
year-end  2005,  an  increase  of  more  than  30%.  Cash  flows  have 
grown  even  faster  than  corporate  capital  expenditures.  There 
have  been  periods  in  the  past  when  this  has  happened  but  not  at 
the  magnitude  we're  seeing  today.  In  short,  corporate  America 
has  plenty  of  juice  to  keep  this  expansion  going. 

•  So  does  the  American  consumer.  The  balance  sheets  of  house- 
holds in  America  have  never  been  stronger.  Household  assets  are 

up  more  than  $15  trillion  since  the  tax 
cuts  versus  an  increase  of  only  $3  trillion 
in  household  liabilities. 

•  Foreigners  have  taken  note  of  the  pow- 
erful American  economy.  Foreign  direct 
investment  in  the  U.S.  last  year  was 
$128.6  billion,  up  90%  since  2003.  Pri- 
vate portfolio  investment  inflows  are  the 
largest  ever,  $686  billion  last  year,  up 
107%  from  2003. 

•  The  overall  assets  of  the  nation  have 

grown  30%  in  just  three  years  to 
turbocharging-and-         $m  trillim 

three  years  ago.  ,  ,  .  , 

Yet  the  mainstream  media  obsesses 

about  Washington's  deficits,  giving  short  shrift  to  the  soaring  growth 
in  government  receipts  both  inside  the  Beltway  and  out  Last  year's 
tax  take  by  Washington  was  up  almost  15%.  The  problem  on  all  lev- 
els of  government  is  not  inadequate  revenue  but  obscene  spending. 

Housing  bubble?  Maybe  in  some  local  markets  around  the 
country,  but  the  median  housing  price  increase  since  2003  is 
eminently  reasonable— new  home  prices  are  up  21%  in  the  last 
three  years;  existing  homes,  23%. 

Trade  deficit?  As  an  indicator  of  financial  health  that  number  is 
useless;  it  is  not,  and  never  has  been,  the  national  equivalent  of  a 
company's  making  or  losing  money.  North  America  has  had  trade 
deficits  for  350  out  of  the  last  400  years.  Most  trade  involves  trans- 
actions between  commercial  entities.  Each  party  thinks  it  is  getting 
something  good  from  the  deal.  FORBES  magazine  has  had  a  "trade 
deficit"  with  its  paper  suppliers  since  our  inception.  Yet  we  continue 
to  buy  paper  because  we  believe  we  give  readers  information  on  it 
that  they  need  and  give  advertisers  markets  they  desire  to  reach.  It 
is  all  about  value-added.  To  obsess  about  one  number  such  as  the 
trade  deficit  and  ignore  capital  inflows,  personal  incomes,  corpo- 
rate profits,  the  national  balance  sheet,  etc.  is  almost  pathological. 

Our  performance  since  2003  has  been  impressive.  Now  just 
imagine  how  much  better  it  would  be  if  we  ever  overhauled  our 
atrocious  tax  code  and  replaced  it  with  a  simple  flat  tax.  F 

'Washington  calculators  always  assume  that  tax  changes  have  little  or  no 
impact  on  our  behavior,  despite  overwhelming  evidence  to  the  contrary.  The 
Congressional  Joint  Committee  on  Taxation,  for  instance,  said  that  the  capital 
gains  tax  reduction  from  20%  to  15%  would  cost  the  government  money. 
Instead,  revenues  have  increased  45%.  Why  the  Republicans  didn't  change  this 
anti-tax-cut  bias  in  Congress  and  the  Treasury  Department  years  ago  is  one  of 
the  great  mysteries  of  modern  politics. 
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Other  Comments 


Everything  keeps  its  best  nature  only  by  being  put  to  its  best  use. 

—PHILLIPS  BROOKS 


Addicts  Are  Addicts  Last  November,  a  presidential 

tax  commission  sounded  the  alarm  regarding  the  need  for  a 
major  tax  overhaul.  Unfortunately,  the  President  has  not  moved 
ahead  with  the  commission's  proposals,  and  most  leaders  on 
Capitol  Hill  are  all  talk  but  no  action  on  reform.  Here  are  some 
reasons  why  we  need  action  on  tax  reform  soon: 

•  The  number  of  pages  of  federal  tax  rules  and  regulations 
increased  from  40,500  in  1995  to  66,498  in  2006; 

•  The  number  of  pages  in  the  IRS  guide  for  Form  1040  increased 
from  84  in  1995  to  142  in  2005; 

•  The  number  of  different  IRS  tax  forms  increased  from  475  in 
2000  to  582  in  2006; 

•  The  cost  of  compliance  for  federal  taxpayers — filling  out  tax 
returns  and  related  chores— increased  from  $112  billion  in  1995 
to  $265  billion  in  2005; 

•  H&R  Block's  revenues  from  tax  preparation  soared  from 
$740  million  in  1996  to  $2.2  billion  in  2005; 

•  The  complex  alternative  minimum  tax  hits  4  million  taxpayers 
today,  but  will  hit  30  million  by  2010  if  not  repealed. 

—CHRIS  EDWARDS,  Cato  Institute,  Salt  Lake  Tribune 

Golden  Opportunity  Here  is  the  lesson  the  new 

Fed  chairman  must  learn  if  he  is  not  to  allow  himself  to  be  whip- 
sawed  trying  to  adjust  to  contemporary  inflationary  impulses  over 
which  he  has  no  control  by  using  backward  looking  models  and 
nonrigorous  impressions.  The  rule  is  simple:  too  much  liquidity, 
inflation;  too  little  liquidity,  deflation.  The  best  way  the  monetary 
authority  can  know  whether  it  is  injecting  the  right  amount  of  liq- 
uidity is  to  watch  price- sensitive  indicators,  like  the  price  of  gold. 

As  economist  Donald  Luskin  pointed  out  recently,  inflation 
from  excessively  loose  monetary  policy  during  the  past  couple  of 
years  is  now  baked  in  the  cake,  and  "there  will  be  a  great  deal 
more  inflation  than  anyone  expects  now — and  a  lot  more  market 
turbulence."  Chairman  Bernanke  must  come  to  terms  with  the  fact 


"I've  been  getting  in  touch  with  the  puppy  in  me." 
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that  there  is  little  beyond  instilling  confidence  in  his  future  leader- 
ship of  the  Fed  that  he  can  do  to  dampen  that  turbulence  through 
monetary  policy,  but  there  is  a  great  deal  he  can  do  to  amplify  it. 
We  must  ride  it  out  with  an  eye  to  smooth  sailing  on  the  other  side. 

As  the  inflation  wave  begins  to  crest,  the  Bernanke  Fed  scrupu- 
lously must  resist  the  temptation  to  clamp  down  on  monetary  pol- 
icy. The  central  bank  can't  stem  the  inflation  wave  that  was  gener- 
ated in  the  open  seas  of  excessively  loose  monetary  policy  a  couple 
of  years  ago.  Instead,  the  Fed  should  keep  its  eye  on  price-sensitive 
indicators  that  convey  the  inflationary  outlook  for  after  the  wave  hits. 
Right  now,  it  appears,  we  could  be  right  on  the  cusp.  If  the  price  of 
gold  has  indeed  peaked,  now  is  the  time  to  set  monetary  policy  by 
what  Jude  Wanniski  used  to  call  the  "Golden  Polaris,"  the  price  of  gold. 
— JACK  KEMP,  chairman,  Kemp  Partners,  New  York  Sun 

Green  With  Envy  i  must  say  I  hate  money,  but  it's  the 
lack  of  it  I  hate  most. 

— KATHERINE  MANSFIELD 

Where  We  Went  Right  Perhaps  the  greatest 

tribute  to  the  success  of  Reaganomics  is  that,  over  the  course  of 
the  past  276  months  [now  280],  the  U.S.  economy  has  been  in 
recession  for  only  15.  That  is  to  say,  94%  of  the  time  the  U.S. 
economy  has  been  creating  jobs  (43  million  in  all)  and  wealth 
($30  trillion).  More  wealth  has  been  created  in  the  U.S.  in  the  last 
quarter-century  than  in  the  previous  200  years.  The  policy 
lessons  of  this  supply-side  prosperity  need  to  be  constantly 
relearned,  lest  we  return  to  the  errors  that  produced  the  1970s. 

Where  Republicans  have  most  strayed  from  the  Reagan 
vision  has  been  on  controlling  federal  spending.  But  most  still 
adhere  to  his  tax-cutting  lessons,  with  a  few  prominent  excep- 
tions (notably  Senator  John  McCain).  They  should  all  recall  the 
Gipper's  words  in  his  inauguration  speech  25  years  ago:  "It  is  no 
coincidence  that  our  present  troubles  parallel  and  are  propor- 
tionate to  the  intervention  and  intrusion  in  our  lives  that  result 
from  unnecessary  and  excessive  growth  of  government." 

—  Wall  Street  Journal 

Forbidden  Fruits  Instead  of  giving  money  to  found 
colleges  to  promote  learning,  why  don't  they  pass  a  constitutional 
amendment  prohibiting  anybody  from  learning  anything?  If  it 
works  as  good  as  the  Prohibition  one  did,  why,  in  five  years  we 
would  have  the  smartest  race  of  people  on  earth. 

—WILL  ROGERS 

Spring's  Seduction  To  be  interested  in  the  changing 

seasons  is,  in  this  middling  zone,  a  happier  state  of  mind  than  to 
be  hopelessly  in  love  with  spring. 

—GEORGE  SANTAYANA  F 


Acura.  Safety  through  innovation. 

We've  devoted  countless  hours  to  research, 
testing  and  development.  Repeatedly 
earned  the  coveted  NHTSA  5-star  crash- 
safety  rating.  And  even 
developed  one  of  the 
world's  most  advanced 
vehicle  body  structures.  But 
no  amount  of  technology 
can  account  for  the  fact 
that  sometimes  accidents  just  can't  be 
avoided.  And  therein  lies  the  basis  of  our 
newest,  most  leading-edge  safety  system. 

Collision  Mitigation  Braking  System. 

CMBS""uses  a  radar  signal  to  help  detect 
potential  hazards  ahead.  Then,  after  a 
series  of  instantaneous  calculations, 
including  distance  and  closing  speed, 
the  system  can  react.  It  can  give  you 
auditory  and  visual  warnings,  a  tug  on 
the  seat  belt,  and,  when  necessary,  even 
initiate  strong  braking  in  order  to  lessen 
the  severity  of  an  inevitable  impact! 


® 

ACURA 


As  you  can  see,  we're  quite  serious  about 
protecting  our  drivers  and  passengers.  It's 
why  we've  incorporated  so  many  advanced 
safety  systems.  Like  the  Active  Front 
Lighting  System  (AFS),  Vehicle 
Stability  Assist  (VSA*) 
with  traction  control, 
and  Michelin'  PAX* 
run-flat  tires. 

But  what  if?  Unfortunately,  accidents 
happen.  So  even  more  extraordinary 
measures  had  to  be  taken.  Like  Acura's 
Advanced  Compatibility  Engineering"" 
(ACE'")  body  structure.  It  is  designed  to 
help  reduce  frontal-impact  forces  by 
dispersing  and  absorbing  crash  energy  and 
to  help  reduce  misalignment  of  vehicles 
of  differing  size. 


So  why  do  we  go  to  such  great  lengths? 
Simple.  When  you're  on  the  road,  we 
feel  the  best-case  scenario  is  never  to 
experience  the  worst-case  scenario. 


Visit  acura.com  or  call  1-800-Tb-Acuia  for  more  information.  ©2006  Acura.  Acura,  Rl.  Collision  Mitigation  Broking  System  (CMBS),  Super  Handling  All- Wheel  Dri< 
Compatibility  Engineering  (ACE)  are  trademarks  of  Honda  Motor  Co..  Ltd.  Michelin  and  PAX  are  registered  trademarks  ol  MxMin  North  America,  Inc.  'Vehicle  control  rem,' 
is  riot  a  substitute  for  attentive  driving.  Government  star  ratings  are  part  of  the  National  Highway  Traffic  Safety  Administration's  (NHTSA's)  New  Car  Assessment  I 
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What  do  you  want?  The  Power  of  the  Pyramid'  can  help  get  you  there. 

Your  goals  are  probably  a  lot  different  than  your  neighbors'.  And  because  one  size  doesn't  fit 
all,  Transamerica  offers  flexible  insurance,  investment,  and  retirement  alternatives  designed 
with  one  thing  in  mind — helping  you  get  what  you  want.  Even  smarter  kids. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

1906  ★  100  YEARS  *  2006 
The  Power  of  the  Pyramid 


Insurance.products  underwritten  by  Transamerica  Occidental  Life  Insurance  Company,  Cedar  Rapids,  IA,  founded  in  1906,  and  its  affiliates 
In  New  York,  insurance  products  underwitten  by  Transamerica  Financial  Life  Insurance  Company.  Purchase,  NY  Not  available  in  all  states. 
Transamerica  companies  are  members  of  the  AEGON  Group. 
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Current  Events 


By  Ernesto  Zedillo,  Former  President  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


China:  Rich  Country,  Poor  Country 


DURING  HIS  RECENT  TRIP  TO  THE  U.S.,  PRESIDENT  HU  JINTAO 
of  China  spent  more— and,  indeed,  better— time  talking  to  busi- 
ness leaders  than  to  political  leaders.  This  fact  is  yet  another 
reminder  of  one  of  the  great  paradoxes  of  contemporary  China: 
A  country  under  the  rule  of  a  Communist  party  has  relied  on  the 
most  advanced  form  of  capitalism,  globalization,  to  undertake 
one  of  the  most  dramatic  economic  transformations  in  modern 
history  Since  Deng  Xiaoping  launched  his  Four  Modernizations 
strategy  in  December  1978,  China  has  shifted  not  only  from  cen- 
tral planning  to  a  market  economy  but  also  from  being  practi- 
cally a  closed  economy  to  a  globally  integrated  one. 

China  is  now  the  most  open  to  trade  among  the  worlds  large 
developing  countries  and  is  almost  as  open  as  the  developed  coun- 
i  tries  are.  It  is  the  world's  third-largest  trading  nation.  It's  a  huge 
exporter  but  also  a  huge  importer  of  goods.  China's  ratio  of  imports 
to  GDP  is  30%,  which  is  twice  that  of  the  U.S.  and  three  times  that 
of  Japan.  China  has  also  become  the  second-largest  recipient  of  for- 
eign direct  investment  (FDI),  with  a  total  accumulated  of  more  than 
$600  billion.  Its  ratio  of  FDI  to  GDP,  around  33%,  is  three  times 
higher  than  the  U.S.'  and  18  times  higher  than  Japan's.  By  virtue  of 
its  massive  accumulation  of  official  foreign  exchange  reserves— 
which  could  soon  exceed  $1  trillion — China  is  also  a  major  interna- 
tional investor,  though  heavily  concentrated  in  American  bonds. 

Chinas  increasing  openness  since  1978  has  handsomely  ben- 
efited its  economy,  which  is  now  nine  times  larger,  and  has  lifted 
400  million  Chinese  out  of  extreme  poverty.  China's  economy  has 
become  the  world's  fourth-largest  if  measured  at  current 
exchange  rates  or  second-largest  if  measured  in  terms  of  purchas- 
ing power.  In  all  likelihood,  and  by  any  measure,  China's  econ- 
omy will  be  the  world's  largest  25  years  from  now. 

Powerful  But  Still  Poor 

Globalization  has  driven  China  and,  increasingly,  China  is  driving 
globalization.  But  China  exhibits  another  paradox  that  the  West 
often  overlooks:  It  is  simultaneously  a  great  economic  power  and  a 
poor  country.  In  2005  its  annual  per  capita  GDP  was  $1,400,  one- 
thirtieth  that  of  the  U.S.  Even  if  adjusted  by  purchasing  power, 
China's  per  capita  GDP  ranks  1 18th  in  the  world  In  fact,  China  is 
poorer,  relative  to  the  U.S.,  than  was  Japan  in  1950,  before  Japan's 
recovery  and  amazing  growth  in  the  second  half  of  the  20th  century. 

In  addition  to  being  a  low-income  country,  China  also  has 
severe  imbalances  in  its  areas  of  development:  between,  for 
instance,  its  drive  for  prosperity  and  the  impact  of  this  on  the 
environment;  its  explosive  demand  for  natural  resources  and  its 


relatively  poor  resource  base;  its  accelerated  unleashing  of  market 
forces  and  its  lack  of  social  safety  nets;  its  private  sector  and  its 
state-owned  enterprises;  the  incomes  of  its  rich  and  those  of  its 
poor;  the  hyperdevelopment  of  some  of  its  coastal  areas  and  the 
underdevelopment  of  its  inland  regions;  and,  most  risky  of  all,  its 
vibrant  economic  freedom  and  its  lack  of  political  freedom. 

Cooperation  Is  Best 

China  is  under  pressure  to  address  these  serious  developmental 
imbalances  while  grappling  with  the  consequences  of  having 
become  a  major  global  power.  This  unique  circumstance  is  a  big 
challenge  not  only  for  China  but  also  for  the  rest  of  the  world,  par- 
ticularly the  U.S.  For  the  U.S.,  the  drive  to  maintain  its  global  pri- 
macy undisputed,  mixed  with  pressures  from  groups  lobbying  for 
trade  and  investment  protection,  leads,  from  time  to  time,  to  an 
overstatement  of  the  risks  and  an  understatement  of  the  opportuni- 
ties for  its  own  prosperity  and  security  that  China's  growth  offers. 

For  good  reasons  the  American  government  is  urging  China  to 
be  a  responsible  stakeholder  in  the  international  system.  The  prob- 
lem, however,  is  that  there  is  no  precise  standard  for  what  that  is, 
and  no  country — certainly  not  China — is  ready  to  accept  a  unilat- 
eral imposition  of  an  arbitrary  standard.  Consequendy  there  must 
be  dialogue,  negotiation  and  mutual  accommodation  between  the 
two  countries  to  solve  contentious  issues  and  to  realize  the  enor- 
mous potential  of  their  partnership.  Furthermore,  the  U.S.  and 
China  must  also  recognize  that  solving  some  of  their  current  differ- 
ences could  be  done  with  less  strain  and  more  justice  to  both  were 
they  to  rely  more  on  multilateral  mechanisms  and  less  on  bilateral 
or,  even  worse,  unilateral  means  to  tackle  these  grievances. 

Admittedly,  the  available  multilateral  institutions  are  ill- 
equipped  to  manage  the  kinds  of  issues  that  currently  over- 
shadow the  U.S.-China  relationship,  such  as  China's  trade  surplus 
with  the  U.S.  and  its  exchange-rate  regime,  not  to  mention  its 
human-rights  record  and  its  ambiguous  stance  in  dealing  with 
nuclear  proliferation  in  other  Asian  countries. 

Ultimately,  the  way  to  go— not  only  for  the  U.S.  and  China 
but  also  for  the  other  powers— is  not  to  ignore  multilateral  insti- 
tutions but  to  cooperate  in  reforming  them.  A  promising  start  to 
this  approach  was  provided  last  month  when  the  world's  leading 
countries  decided  to  empower  the  IMF  to  pursue  agreements 
among  countries  with  the  largest  trade  disparities  in  order  to  cor- 
rect global  financial  imbalances.  It's  a  pity  these  same  countries 
have  yet  to  act  to  save  the  WTO  Doha  trade  round  talks  from 
imminent  failure.  F 
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Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  minister  mentor 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author,  rotate  in  writing  this  column.  To  see  past  Current  Events 
columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Throttle  the  competition 


For  those  who  compete  at  Mach  ,92,  the  advantage  over  competitors  is  anything  but  fair.  Timelines  relax.  Workdays 
become  more  productive.  Business  opportunities  get  closer  and  more  attainable.  And  would-be  rivals  are  outperformed 
af  more  than  600  mph.  As  the  world's  fastest  civilian  aircraft,  the  Citation  X  commands  a  dominating  upper  hand  over  all 
comers- with  remarkable  fuel  efficiency.  Start  doing  business  at  full  throttle.  As  you  watch  your  competition  sputter. 
Call  1-800-4-CESSNA.  Outside  the  U.S.,  call  +1-316-517-6056.  Or  visit  CitationX.Cessna.com. 
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Digital  Rules 

By  Rich  Karlgaard,  Publisher 


About  That  First  Job 


THIS  QUESTION  ALWAYS  COMES  UP  AT  THE  END  OF  A  SPEECH: 
"Given  the  dizzying  pace  of  change  in  the  economy,  what  careers 
should  my  kids  pursue?" 

I  always  chuckle.  The  question  is  legitimate,  of  course,  but 
the  fact  that  I  am  being  asked  it  is  a  bit  funny,  if  you  know  me. 
In  college,  let  alone  high  school,  I  had  no  clue  as  to  what  I 
wanted  to  do  once  I  graduated.  All  I  cared  about  was  sports, 
track-and-field  especially.  That  I  wound  up  working  for  a  mag- 
azine might  have  been  predictable— might  have  been— from 
my  twin  passions  at  the  time,  Sports  Illustrated  and  Track  & 
Field  News.  I  would  read  and  reread  each  new  issue  to  the  point 
of  memorization.  At  the  library  I  shirked  my  homework  and 
pored  over  old  bound  volumes  of  these  magazines.  Forget  Mark 
Twain  and  Ernest  Hemingway.  The  best  American  writer  was 
sportswriter  Dan  Jenkins. 

As  a  result  of  this  goofballing,  I  graduated  with  low  Bs  and 
was  clueless  about  careers.  College  friends  headed  off  to  law 
school,  med  school,  divinity  school  . . .  and  I  headed  off  to  a 
security  guard  agency.  My  first  job  was  to  show  up  at  5:00  p.m., 
relieve  the  receptionist  and  sit  in  the  lobby  until  midnight.  It 
was  there  that  I  discovered  the  prose  of  H.L.  Mencken  and 
George  Orwell.  And  lively  contemporary  writers,  too,  such  as 
Tom  Wolfe,  George  Gilder  and  P.J.  O'Rourke.  They  were  noth- 
ing like  the  sour  postmodernists  I  had  been  force-fed  in  college. 

The  written  word,  I  had  come  to  appreciate  (on  my  own  and 
rather  late),  was  everything.  So  here  is  my  first  piece  of  advice  to 
parents:  Get  your  kids  to  fall  in  love  with  reading.  It  doesn't  matter 
what  the  writing  is.  What's  key  is  that  the  kids  claim  it  as  their  own. 
I  know  scholars  who  were  intellectually  awakened  as  teenagers  by 
Playboy  magazine  interviews.  Those  are  great  interviews.  A  few 
years  ago  a  neighbors  kid  was  struggling  in  high  school,  despite 
an  IQ  score  in  the  nosebleed  zone.  His  passions  were  golf  and  bas- 
ketball. "Fire  the  tutors,"  I  told  his  mother.  "Buy  him  subscriptions 
to  Sports  Illustrated  and  Golf  magazines."  She  did.  The  boy  was 
awakened.  Now  he  works  for  Lehman  Brothers  in  London. 

Find  the  Right  Mentors 

Passion,  like  energy,  is  vital.  Of  course,  passion  must  be  captured 
and  directed  in  order  to  accomplish  actual  work.  And  it  needs  a 
mechanism  to  express  itself,  just  as  a  waterfall  needs  a  turbine 
wheel  to  make  electricity.  In  the  realm  of  school  the  best  teachers 
and  coaches  know  how  to  direct  their  students'  passion  and 
energy.  But  careers  don't  work  that  way.  In  the  world  of  jobs  and 
careers  the  student  must  find  the  mentor. 

The  mentor  needn't  be  a  boss.  The  mentor  doesn't  even  have 
to  know  he's  been  selected  as  a  mentor.  Throughout  my  career, 
I've  never  told  my  mentors  they  were  my  mentors.  I  picked  men- 


tors because  they  had  something  I  needed  to  learn.  From  one  of 
my  bosses  I  learned  how  to  match  a  jacket,  shirt  and  tie.  He 
always  looked  sharp;  I  wanted  to  look  sharp,  too,  so  I  quietly 
observed  the  color  of  his  clothing,  the  knot  of  his  tie,  the  amount 
of  shirt  cuff  showing.  Sounds  trivial  and  even  silly,  but  it  helped 
me  and  gave  me  confidence. 

For  several  years  during  the  mid-1980s  I  worked  for  myself, 
making  brochures  for  technology  companies.  I  sublet  space  from 
a  pal  who  ran  a  consulting  firm.  I  marveled  at  how  this  guy  could 
sell  six-figure  consulting  packages  while  I  was  stuck  in  a  four-fig- 
ure piecemeal  world.  So  I  studied  my  friend.  I  would  sneakily 
stand  outside  his  office  while  he  was  on  the  phone  schmoozing  a 
client.  I  would  read  draft  memos  and  proposals  found  by  the 
copy  machine.  I  was  literally  picking  the  guy's  knowledge  and 
methods  off  the  floor. 

Another  mentor,  unaware  he  was  chosen,  was  William  F. 
Buckley  Jr.  One  day  in  1986  a  friend  got  a  call  to  pick  up  Buck- 
ley at  the  airport.  He  invited  me  along.  Buckley,  in  town  to  debate 
George  McGovern,  was  eager  to  learn  about  Silicon  Valley.  We 
brain-dumped  all  that  we  knew,  and  he  nodded.  And  then  he 
asked:  "Is  there  a  magazine  that  covers  this?"  Well,  no,  we  said. 
"Maybe  you  should  start  one,"  he  said.  Two  years  later  we  did.  My 
goal  for  Upside  magazine  was  to  marry  a  Dan  Jenkins  prose  style 
with  the  subjects  of  technology  startups  and  IPOs.  And  so  to 
change  the  world,  as  Buckley  had  done  with  National  Review. 

Think  Like  an  Owner 

My  last  piece  of  advice  is  for  your  kid  to  learn  to  think  like  an 
owner.  Your  kid  will  get  that  first  job  and  report  to  a  foreman  or 
a  middle  manager  or  someone  lower  on  the  totem  pole.  The 
company's  big-picture  goals  may  be  blotted  out  by  the  narrower 
demands  of  the  boss.  Maybe  the  boss  just  wants  to  upstage  a  rival 
or  knock  off  early  for  golf. 

This  is  a  dangerous  time  for  the  young  careerist.  It's  when 
destructive  habits  can  be  learned.  The  worst  of  these  mental 
habits  is:  restricting  one's  vision  to  the  internal  view  of  the  com- 
pany— that  organizations  and  jobs  exist  for  their  own  preserva- 
tion. Actually,  they  exist  to  keep  a  customer  and  make  a  profit. 
This  ownership  view  can  get  lost  in  the  bureaucracy.  I've  seen 
too  many  talented  people  in  their  40s  and  50s  who  are  stuck  in 
their  organizations,  deeply  frustrated.  Ask  them  what  they  do, 
and  you  get  a  boring,  task-oriented  job  description  such  as  an 
h.r.  department  might  write. 

Even  if  your  first  job  is  sweeping  floors,  think  like  an  owner.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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And  He  Didn't  Sue 

Victor  Posner,  the  Miami  corporate 
raider,  convicted  tax  evader  and  on- 
and-off  Forbes  400  member,  made 
"substantial  gifts"  for  more  than  20 
years  before  his  2002  death  but  never 
filed  the  required  federal  tax  returns, 
his  representatives  say.  The  Posner 
estate,  enmeshed  in  a  long-running 
probate  pitting  relatives  against  his  girl- 
friend over  the  estimated  $200  million 
stash,  made  the  disclosure  in  a  new 
Legacy:  Victor  Posner.  lawsuit  against  the  Internal  Revenue 
Service  seeking  to  apply  $9  million  of  already  paid  death  taxes 
toward  gift  tax  and  interest.  In  1987,  after  pleading  no  contest  to 
ten  tax  fraud  counts,  Posner  got  probation  and  paid  $7  million. 
He  was  legendary  for  looting  the  firms  he  ran.  During  his  life- 
time we  once  called  him  "that  old  crook"  in  print.  —Janet  Novack 

A  Pretty  Big  Fumble 

Computer  games  pioneer  William  M.  (Trip)  Hawkins  III — who 
helped  found  Electronics  Arts,  3DO  and,  most  recently,  cell 
phone  game  company  Digital  Chocolate — is  suing  KPMG  for 
fraud  and  negligence,  saying  it  sold  him  two  bogus  tax  shelters.  A 
federal  judges  opinion  allowing  him  to  pursue  the  accountancy 
in  a  California  state  court  says  Hawkins,  52,  reaped  "substantial 
capital  gains"  from  stock  sales  starting  in  1996  and  sought  from 
KPMG  "help  in  minimizing  the  taxes."  He  ended  up  with  Flips 
and  Opis,  shelters  using  offshore  entities  that  the  IRS  later  disal- 
lowed as  shams.  A  Hawkins  pleading  complains  he  was  audited 
for  four  straight  years  and  had  to  cough  up  $  1 3  million  in  inter- 
est and  penalties  atop  unspecified  back  taxes.  KPMG  has  acknowl- 
edged peddling  illegal  shelters  but  hasn't  answered  Hawkins'  par- 
ticulars in  court  and  declined  comment  here.  Apple  Computer's 
first  marketing  boss,  Hawkins  built  Electronics  Arts  into  a  big- 
scoring  game  vendor,  with  hits  like  John  Madden  Football.  —J.N. 
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iidos  for  Prof.  Aardvaik 

At  academe's  ten  top  economics  departments,  a  new  Journal 
of  Economic  Perspectives  study  suggests,  faculty  members 
whose  last  names  begin  with  letters  early  in  the  alphabet  are 
"significantly  more  likely"  to  win  tenure,  admittance  to  a 
prestigious  organization  and  prizes.  Stanford's  Liran  Einav 
and  Caltech's  Leeat  Yariv  say  that  economics,  unlike  other 
college  disciplines,  lists  writers  of  coauthored  papers  in  strict 
alphabetical  order.  This  creates  a  p.r.  edge  for  the  first- 
named,  like  that  they  write,  of  the  Los  Angeles  phone  book 
listing  for  "A  Any  Way  Bail  Bonds."         — William  P.  Barrett 


Good  to  the  Last  Drop 

Since  the  week  in  April  that  Vancouver,  B.C.'s  Continental  Miner- 
als and  Great  China  Mining  announced  a  merger  they  hope  to 
complete  in  June,  the  two  firms'  shares  have  risen  60%,  yielding  a 
joint  market  cap  on  paper  of  $179  million.  This  is  despite  a  com- 
bined zero  dollars  in  revenues — neither  has  ever  mined  one 
ounce — and  $25  million  accumulated  deficit.  Both  outfits  claim 
the  same  gold  mine  in  the  remote  Xietongmen  region  of  Tibet  in 
China.  But  feasibility  studies  won't  be  finished  until  next  year. 
Also  at  issue:  whether  China  would  allow  export  of  big  profits 
from  a  bonanza.  Don't  expect  any  income  before  2010,  officials  of 
both  companies  tell  us.  More  background:  Great  China  Mining 
used  to  call  itself  "Vancouver's  Finest  Coffee."   — Matthew  Rand 

Mutiny  Over  the  Bounty 

Since  starting  a  bounty  program  in  1989  to  grease  tipsters  blow- 
ing the  whistle  on  insider  trading,  the  U.S.  Securities  &  Exchange 
Commission  has  coughed  up  a  total  of  just  $67,570  in  four  cases. 
Individual  payments  ranged  from  $3,500  to  $29,000.  Modeled 
after  an  IRS  plan,  the  reward  is  touted  on  the  SEC  Web  site,  but  the 
agency  began  it  reluctantly,  after  pressure  from  Congress.  Why 
so  stingy?  Payouts  are  limited  to  10%  of  any  court-ordered  civil 
penalty  received.  The  SEC  has  "sole  discretion"  in  setting  any 
award — which  otherwise  would  remain  with  the  agency— W.P.B. 


All  the  Unnecessary  Offense  That's  Fit  to  Print 


The  Sulzberger  and  their  ancestors  have  famously  controlled  the  New  York  Times  since  1896.  Yet  their  family 

name  regularly  gets  mangled  as 

'Sulzburger"  in  prominent  publications — including  their  own.  — W.P.B. 
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Apr.  19,  2006 

description  of  paper's  ownership 

Los  Angeles  Times 

Mar.  26,  2006 

comparison  of  two  newspaper  dynasties 

|  New  Yorker 

May  26,  2003 

discussion  of  journalist  scandals  at  the  Times 

New  York  Times 

Nov.  5,  2000 

obituary  mention  of  official  holding  endowed  title 

Columbia  Journalism  Review 

March-April  1 999 

review  of  book  about  an  ex-Times  editor 

1  Chicago  Tribune 

Sept.  20,1995 

publication  of  manifesto  by  Unabomber  killer 

American  Journalism  Review 

s  

March  1992 

ascension  of  paper's  new  publisher 

New  York  Times 

June  22, 1984 

attendees  at  society  soiree  M 

Washington  Post 

Sept.  19, 1982 

profile  based  on  book  about  an  ex-Times  official  H 

Respect  or  not:  Times  publisher  Arthur  Ochs  Sulzberger  Jr. 


38      FORBES      MAY  22,  2006 


-" .  -  ;  ■'  ■  ■  .  ■■  ■  " 


If  you're  still  not  using  FedEx,  you're  running  out  of  excuses. 

on't  worry  about  international  shipping.  Just  call  FedEx  and  we'll  do 
the  rest.  With  FedEx  you  can  ship  almost  anything  from  documents  to 
freight.  And  we  offer  more  delivery  choices  to  Asia  —  from  economy 
to  priority.  We'll  even  help  you  with  all  of  the  paperwork  and  customs 
clearance.  Take  your  company  global  —  now  there's  no  reason  not 
Go  to  fedex.com  to  see  how  easy  international  shipping  can  be. 


Relax,  it's  FedEx.® 


By  Raymond  Fisman,  associate  professor  of  economics  and  finance  at  Columbia  Business  School 


Reforming  Tony  Soprano's  Morals 

Carrots  and  sticks  alter  corrupt  behavior  less  than  you  might  hope. 


ECONOMISTS  like  to  think  that 
corrupt  behavior  can  be  changed  through 
punishment  and  reward.  In  this  view, 
there's  no  such  thing  as  a  culture  of  corrup- 
tion. Alter  the  legal  incentives,  goes  the 
reasoning,  and  law-abiding  behavior  will 
follow. 

In  an  ideal  test  of  this  idea  we  would 
bring  people  from  all  over  the  world  to  a 
place  where  they  faced  no  legal  con- 
straints. Then  we  would  simply  monitor 
their  willingness  to  behave  corruptiy.  As  it 
happens,  there  did  exist  until  recently 
such  an  anarchist  fantasyland:  the  United 
Nations  in  New  York.  Diplomats  at  the 
UN  enjoyed  diplomatic  immunity  from 
prosecution  for  parking  violations  until 
2002.  This  gave  us  an  opportunity  to 
study  which  diplomats  racked  up  the 
most  parking  tickets  and  which  observed 
the  law  despite  the  lack  of  punishment. 

Unpaid  parking  violations 
by  diplomats  totaled  156,775 
between  1998  and  2005.  With 
help  from  Edward  Miguel,  an 
economist  at  Berkeley,  and  from 
the  city  tax  department,  we 
matched  the  data  with  the  size 
of  each  UN  mission.  Then  we 
pulled  in  data  from  the  Corrup- 
tion Perceptions  Index  developed  by  Transparency  International, 
an  anticorruption  nonprofit  group  in  Berlin  that  uses  opinion 
surveys  to  rank  1 58  countries. 

Our  conclusion:  A  certain  amount  of  corruption  is  grounded 
in  culture  and  immune  to  carrots  and  sticks. 

Scandinavian  countries,  which  perennially  rank  among  the 
least  corrupt  in  the  corruption  index,  had  the  fewest  unpaid  tick- 
ets. There  were  just  12  from  the  66  diplomats  from  Finland,  Nor- 
way, Denmark  and  Sweden.  Almost  all  of  these  tickets  went  to 
one  bad  Finn. 

Chad  and  Bangladesh,  at  the  bottom  of  the  corruption  index, 
were  among  the  worst  scofflaws.  They  shirked  1,243  and  1,319 
tickets,  respectively,  in  spite  of  the  fact  that  their  UN  missions 
were  many  times  smaller  than  those  of  the  Scandinavians. 

In  fact,  there  is  a  remarkable  concordance  between  the  num- 


Scandinavian  countries  had, 
proportionately,  the  fewest 
unpaid  tickets;  Chad  and 
Bangladesh,  among  the  most. 


ber  of  unpaid  violations  and  a  country's 
corruption  ranking.  This  strongly  sug- 
gests that  one's  background  and  experi- 
ences, what  we  might  call  culture,  does 
indeed  contribute  to  bad  behavior. 

We  wondered  whether  diplomats 
from  places  like  Chad  flouted  the  law 
immediately  on  arrival  in  New  York  and 
then  absorbed  local  norms  of  obedience. 
Perhaps,  that  is,  they  gradually  converged 
with  the  local  culture?  Not  so.  It  was 
broadly  true  that  diplomats  committed 
more  violations  the  longer  they  stayed  at 
the  UN,  and  this  increase  was  even  faster 
for  diplomats  from  corrupt  countries. 

This  is  certainly  not  to  say  that 
enforcement  is  irrelevant.  In  2002  the 
Clinton-Schumer  amendment  gave  New 
York  City  the  right  to  tow  the  vehicles 
of  delinquent  diplomats  and  to  recoup 
unpaid  parking  violations  (plus  a 
penalty)  from  U.S.  foreign  aid 
disbursements  to  offending 
nations.    When    this  law 
went  into  effect,  the  rate  of 
unpaid  violations  immediately 
dropped  by  90%.  However, 
postenforcement  violations 
were  still  highly  correlated  with 
national  levels  of  corruption. 
So  incentives  matter,  but  so  does  culture. 

We  found  another  thing  that  matters.  Diplomats  from  coun- 
tries where  high  proportions  of  people  hated  the  U.S.  (according 
to  a  recent  Pew  Global  Attitudes  Project)  were  more  likely  to  rack 
up  unpaid  parking  tickets.  Egypt  and  Pakistan  lead  this  list. 
These  were  not  just  ornery  people  who  hate  everyone.  The  Pew 
survey  asked  about  attitudes  toward  other  countries,  and  only 
attitudes  toward  the  U.S.  were  predictive  of  parking  violations  in 
Manhattan. 

Moral:  Reformers  of  economic  and  social  institutions  must 
be  aware  that  local  values  may  undermine  their  efforts.  Changing 
the  law  is  helpful  but  not  by  itself  sufficient  to  induce  change  in  a 
corrupt  world.  This  bleak  message  resonates  with  what  ordinary 
people  in  less  developed  countries  would  say  about  reform:  Erad- 
icating corruption  will  be  a  difficult  task  indeed.  F 
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The  endless  hustle  and  stress  of  the  modern  world  -  many  people 
accept  it  as  part  of  the  game.  But  it  doesn't  need  to  be  that  way. 
When  technology  helps  life  run  more  smoothly,  the  modern  world 
can  be  unbelievably  peaceful. 

Meet  LC  Electronics  and  enjoy  it  all: 

Life's  pleasures.  Life's  rewards.  Life's  Good. 


Z  Mobile  lets  you  enjoy      LC  HD  Plasma  TV  lets  you       LC  Flat  Panel  Home  Theater         LC  Steam  Washer's 
jr  favorite  music,  videos,    record  your  favorite  shows     lets  you  enjoy  superior  sound       innovative  technology 
and  games  anywhere.  and  stop  them  live.  and  picture  quality.  refreshes  your  day. 


www.lge.com 


Follow-Through 


MAY  26,  2003 


FLASHBACKS 


Chips  and  Salsa 


The  city  of  Austin,  Tex.  has  traditionally 
fared  well  in  our  annual  Best  Places  for 
Business  and  Careers.  Fueled  by  the  Univer- 
sity of  Texas  system  and  firms  like  Dell,  it 
grabbed  the  top  spot  in  2000  and  2003,  and 
landed  in  third  place  last  year.  But  this  year 
slowing  income  growth  pushed  Austin 
down  to  28th  place  (see  p.  204 for  this  year's 
rankings). 

Austin  officials  can  take  solace,  though, 
in  news  announced  just  as  we  were  complet- 
ing our  2006  ranking.  Samsung  Electronics, 
the  world's  second-largest  chipmaker  after 
Intel,  unveiled  plans  to  build  a  chip  factory  in  Austin,  scheduled  to  open  in  2007. 
The  $4  billion  or  so  to  be  put  into  building  the  plant,  say  Austin  officials,  will  be 
the  largest  such  investment  ever  by  a  foreign  company  in  the  U.S.  Samsung  will 
receive  an  estimated  $233  million  in  incentives  from  local  and  state  govern- 
ments. That  is  less  than  half  of  what  New  York  State  offered  to  house  the  plant  at 
a  site  north  of  Albany.  So  why  Austin?  Samsung  already  has  a  smaller  chip  plant 
there  and  likes  the  area's  large  high-tech  workforce.  — Kurt  Badenhausen 


APRIL  10,  2OO0 

No  Andreas  at  ADM 

Last  month  we  wrote  that  chief  executive  G.  Allen  Andreas  was  having  limited 
input  into  the  selection  of  his  successor  at  Archer  Daniels  Midland,  the  agribusi- 
ness giant  dominated  for  four  decades  by  the  Andreas  family.  Andreas  favored 
an  internal  candidate,  but  it  appeared  to  us  that  the  new  chief  could  come  from 
outside  the  agribusiness  industry. 

That  proved  right.  On  Apr.  28  ADM  announced  the  appointment  of  Patricia 
A.  Woertz  as  ADM's  chief  executive.  Woertz  was  most  recently  an  executive  vice 
president  of  Chevron,  and  her  appointment  indicates  a  renewed  focus  on  agri- 
culture-based fuels  such  as  ethanol.  ADM  becomes  the  largest  public  company  in 
the  U.S.  run  by  a  woman.  — Emily  Lambert 


NOVEMBER  14,  200S 

Cheney's  Katrina  Tax  Break 

When  we  predicted  that  a  temporary  tax  break  in  the  Katrina  relief  act  would 
make  2005  the  year  of  giving  generously,  we  didn't  anticipate  that  Dick  Cheney 
would  be  a  user.  The  Vice  President  and  wife,  Lynne,  tapped  the  provision  that 
permits  cash  donations  to  offset  up  to  100%  of  2005  adjusted  gross  income  (up 
from  the  normal  50%  limit).  The  biggest  beneficiaries  of  the  Cheneys'  $6.9  mil- 
lion largesse:  George  Washington  University  (to  create  a  heart  disease  center), 
the  University  of  Wyoming,  and  Capital  Partners  for  Education,  which  gives  pri- 
vate school  scholarships  to  low- income  high  schoolers.  Through  an  independent 
administrator,  the  Cheneys  exercised  stock  options  (mostly  on  Halliburton 
shares,  trading  at  a  five-year  high),  bringing  their  adjusted  gross  to  $8.8  million. 
The  charities  got  the  extra  benefit— $2.5  million,  according  to  a  counsel  to  the 
Vice  President.  —Ashlea  Ebeling 


85  YEARS  AGO  IN  FORBES  |  APRIL  30,  1921 

Beyond  the  South  Beach  Diet 

Young  "Johnny"  Kellogg  had  poor  health  and 
a  tubercular  tendency.  "Nature  will  help  me," 
he  said.  And  he  drew  on  her  bounteous  capital 
of  air,  water,  fruits,  and  grains.  For  fifty  years 
Dr.  John  H.  Kellogg  has  slept  in  the  open  air — 
not  merely  in  a  well-ventilated  room,  or  in  an 
enclosed  sleeping  porch, 
but  in  the  actual  open — ' 
often  waking  up  of  a 
winter  morning  to  find 
his  sleeping  bag  covered 
with  snow.  For  fifty-five 
years  he  has  lived  on 
grains,  fruits  and  vegeta- 
bles— two  meals  a  day. 
John  Harvey  Kellogg    Jhe  DoctQr  exp|ajns  that 

he  has  "never  had  any  desire  to  make  of  my 
stomach  and  colon  a  potter's  field  for  deceased 
animals." 

John  Kellogg  died  in  1943  at  the  age  of  91. 
30  YEARS  AGO  IN  FORBES  |  OCTOBER  15,  1976 

Better  Than  Sex?  "We've  been  using  the 

internal  combustion  car  as  a  substitute  for 
sex — all  that  horsepower  and  jazzy  design.  But 
it's  over,"  Congressman  Mike  McCormack 
(D-Wash.),  a  former  government  atomic 
energy  scientist,  argues.  He  may  be  premature, 
but  the  new  interest  in  electric  cars  is  undeni- 
able. Ford  has  developed  several  prototypes 
and  has  a  big  battery  program.  General 
Motors  is  not  just  lying  there.  GM  has  spent 
tens  of  millions  in  recent  years  on  batteries 
and  electrics. 

25  YEARS  AGO  IN  FORBES  |  MARCH  30, 1981 

Splitting  the  Silicon  Pie  It  will  be  very 

difficult  for  Intel— now  an  $855  million  (sales) 
medium-size  company — to  again  have  the  kind 
of  profitability  and  growth  it  enjoyed  as  the 
young  standard-bearer  of  the  semiconductor 
revolution.  Competition  has  grown.  The 
demand  for  semiconductors  has  become  so 
large — $13  billion  worldwide — that  no  one 
company  will  be  able  to  dominate  whole 
segments,  as  Intel  did  in  memory  chips  and 
microprocessors  during  the  Seventies.  In  the 
Eighties  at  least  five  or  six  companies — several 
of  them  Japanese — will  be  splitting  up  that 
silicon  pie  into  more  equal  slices. 

Intel's  stock  has  dropped  24%  in  the  last  year 
on  investor  concerns  that  it's  been  losing 
market  share  to  rival  Advanced  Micro  Devices. 
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AGAIN. 


In  the  beginning,  it  was  magic. 

Magazines  proclaimed  a  "personal  computing  revolution."  And  it  was,  for  a  while. 

But  soon  the  word  "revolution"  got  dropped  from  "personal  computing  revolution." 
"Personal"  vanished  from  "personal  computer."  And  both  words  disappeared  into  "PC." 

PC.  A  boring  box,  sold  on  speeds  and  feeds  and  gigabytes. 

Still,  there  is  hardly  anything  you  own  that  is  more  personal. 

Your  personal  computer  is  your  backup  brain.  It's  your  life  and  the  life  of  your  business. 
It's  your  astonishing  strategy,  staggering  proposal,  dazzling  calculation.  It's  your 
autobiography,  written  in  thousands  of  daily  words. 

Today  HP  is  making  the  entire  experience  of  owning  a  computer  more  personal  than 
ever  before.  We  are  designing  products  that  offer  you  ever  greater  power,  simplicity 
and  security;  all  backed  by  a  one-year  limited  warranty,  the  industry's  best.  And  we 
offer  HP  Total  Care— expert  services  for  every  stage  of  your  computer's  life,  to  help 
you  configure  it,  protect  it,  tune  it  up,  even  recycle  it. 

Because  when  you  own  a  personal  computer  from  HP,  you  own  something  more: 
the  right  to  demand  that  the  personal  computer  will  finally  live  up  to  its  name. 


HP.COM/PERS0NAL 


n  v  e  n  t 


©  Copyright  2006  Hewlett-Packard  Development  Company,  L.R  The  information  contained  herein  is  subject  to  change  without-notice. 


BOLDMOVES 


No  fear. 

Winning  is  about  actions  not  words. 
So  we're  going  to  let  our  actions  speak  for  us. 
Let  our  cars  and  trucks  do  the  talking. 
You'll  see  fresh,  distinctive  designs 
and  awesome  performance. 
You're  going  to  be  knocked  out. 


fordvehicles.com 
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TECHNOLOGY 


Sun  Down 

Sun  Micro's  new  chief,  Jonathan  Schwartz,  has  to  innovate  his  way  out  of  the 
company's  agonizing  five-year  decline.  There  are  few  options  left  |  By  Daniel  Lyons 


Scott  McNealy 


SHAKEUP  ATOP  SUN  MICROSYSTEMS  HAS  SILICON 
Valley  wondering  whether  the  once  high-flying  com- 
pany that  "put  the  dot  in  dot-com"  has  become 
another  dinosaur  lumbering  toward  the  high  tech  tar 
l*pit.  Couldn't  happen — could  it?  Not  so  many  years 
ago  Sun  had  a  market  value  of  $200  billion.  But  then 
Data  General,  Digital  Hquipment  Corp.  and  Wang 
Labs  were  all  Wall  Street  darlings  in  their  day. 

Prompting  the  dire  talk  was  the  Apr.  24  resigna- 
tion of  Sun's  smack-talking  chief  executive,  Scott 
McNealy,  after  22  years  in  charge.  McNealy's  move 
caps  an  agonizing  five-year  downward  spiral  that 
began  during  the  dot-com  bust.  Sales  this  year  (fis- 
cal 2006  ends  June  30)  will  be  $13  billion,  down 
from  $18  billion  in  2001,  with  a  net  loss  that  Mor- 
gan Stanley  estimates  will  be  $700  million. 

McNealy's  accomplishments,  when  he  was  riding  high,  included 
prescient  visions  of  Internet  computing  backed  up  with  hardy  sys- 
tems that  Wall  Street  banks  and  dot-coms  craved.  His  mistake  was 
sticking  with  Sun's  proprietary  Solaris  operating  system  and  Sparc 
microprocessors  long  after  customers  started  shifting  to  free  Linux 
software  on  inexpensive  chips  from  Intel  and  Advanced  Micro 
Devices.  He  derided  (and  obsessed  over)  rival  Microsoft  when  the 
real  threat  was  a  cheap  clone  of  Sun  itself. 

Last  year  Sun  began  giving  away  its  Solaris  software,  and  in 
mid-2004  started  selling  servers  powered  by  cheaper  chips 
from  AMD.  They're  a  hit,  doubling  last  year  to  $2  billion  of 
Sun's  $6  billion  in  server  sales,  and  could  reach  $3.5  billion 
next  year.  But  that  growth  is  not  enough  to  offset  the  decline 
in  Sun's  Sparc  business,  expected  to  fall  from  $4  billion  this 
year  to  $2.5  billion  next  year,  according  to  Martin  Kariithi, 


analyst  at  Technology  Business  Research  in  Hampton,  N.H. 

Sun  will  struggle  to  keep  up  with  leaner  rivals  like  Dell  Computer 
and  even  Hewlett-Packard,  since  keeping  the  Sparc-and-Solaris  server 
technology  alive  requires  heavy  doses  of  maintenance  and  R&D.  Sun 
yields  an  industry-leading  43  cents  of  gross  profit  per  sales  dollar  (Dell 
gets  by  on  18  cents,  HP  23),  but  its  bloated  costs  show 
up  in  its  poor  operating  (Ebitda,  that  is)  margin  of  4.5%, 
less  than  half  the  Dell  and  HP  numbers. 

Jonathan  Schwartz,  Sun's  new  chief  and  a  McNealy 
protege,  promises  to  innovate  his  way  out  of  the  long- 
term  slump,  but  if  revenue  doesn't  pick  up,  he'll  have 
to  start  cutting.  In  five  years  Sun's  head  count  has  de- 
clined only  14%  (to  38,000),  while  sales  have  declined 
by  double  that  percentage. 

Investors  initially  reacted  to  Schwartz's  promotion 
with  a  5%  uptick  in  Sun's  share  price,  perhaps  in  the 
hope  that  Schwartz  will  preside  over  a  profitable  dismantling  of  the 
firm.  But  the  stock  came  right  back  down  after  investors  began  re- 
alizing that  Schwartz  plans  to  do  nothing  of  the  sort  (see  Q&A, 
p.  47).  Sun,  at  any  rate,  is  not  screamingly  cheap.  With  its  current 
$5  share  price  the  company  has  an  enterprise  value  (market  capi- 
talization minus  net  cash)  of  $15  billion,  or  1.2  times  sales. 

What  pieces  could  Sun  sell?  The  three  most  valuable  assets  are 
the  Sparc  chip  line,  the  Solaris  software  and  the  hardware  that  uses 
both.  The  three  would  be  hard  to  sell  independently  because  they're 
designed  to  be  tightly  integrated.  But  the  chips,  once  the  clear  choice 
for  high-performance  computing,  are  no  longer  on  the  cutting  edge. 
And  Sun  cut  the  value  of  Solaris  steeply  by  turning  it  into  an  open- 
source  operating  system.  StorageTek,  a  tape-drive  maker  Sun 
acquired  last  year  for  $3  billion  net  of  cash,  could  be  sold,  but  there 
isn't  exactly  a  line  going  out  the  door  of  people  who  want  to  buy 
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front 


Shady  Acres 


Old  computer  companies  never  die,  they  just  get  gobbled  by  their  rivals.  Here  are  a  half-dozen  technology  firms  that  once  ruled 
their  worlds  but  lost  their  swagger  when  they  were  eclipsed  by  faster,  cheaper  newcomers. 
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General 

b.1968  d.1999, 

IVak  market  value 
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Tandem 

Computers 

b.1974  d.1997 
Peak  market  value 

$4.2  bil  i 


Wang 
Labs 

.b.1951  d.l99» 
Penk  market  value 

$4.7  bil 


tape-drive  companies.  Sun's  Java  software  language  generates  lots 
of  goodwill  among  programmers  but  not  much  revenue.  Kariithi 
estimates  it  brings  in  only  $10  million  a  year. 

A  rival  computer  maker  could  be  a  buyer — that  was  the  fate  of 
Digital  Equipment  (bought  by  Compaq),  Apollo  (HP)  and  Cray 
Research  (now  submerged  in  Silicon  Graphics).  Fujitsu,  a  longtime 
Sun  partner  that  designs  and  builds  some  Sun  machines,  is  the  best 
fit.  HP  and  IBM  could  buy  Sun  but  probably  don't  want  it.  "I  don't 
see  an  acquisition  happening,"  says  Frederick  Hickey,  editor  of  the 


High-Tech  Strategist,  an  investment  newsletter  in  Nashua,  N.H. 

The  best  possible  outcome  would  be  a  miraculous  rebound 
on  innovation,  in  the  manner  of  Apple  Computer.  Sun  has  a  snazzy 
new  chip  called  UltraSparc  Tl,  as  well  as  a  new  "grid"  venture,  in 
which  the  computer  maker  will,  like  a  utility,  rent  computing  power 
to  customers.  So  far  only  a  handful  of  customers,  such  as  Prince- 
ton University  and  Applied  BioSystems,  have  been  sold  on  that. 
The  worst:  Sun  ends  up  like  Silicon  Graphics,  a  place  once  known 
for  brilliant  engineering  that  now  just  limps  along.  F 


MUTUAL  FUNDS 


Foreign  Fanatics 


WITH  MORE  THAN  A  TOUCH  OF  IRONY, 

our  politicians  in  Washington  have 
been  sounding  protectionist  alarms  to 
keep  out  foreign  goods  and  capital, 
while  investors  in  U.S.-run  stock  funds 
are  rushing  to  send  their  capital  abroad. 
During  the  12  months  through 
February  net  purchases  of  international 
and  global  U.S.  mutual  funds  were 
$117  billion  versus  $103  billion  for 
funds  that  invest  in  domestic  equities. 
January  marked  the  first  time  since 
May  2003  that  purchases  of  U.S.  funds 
buying  foreign  stocks  surpassed  those 
of  funds  buying  U.S.  stocks.  Might 
there  be  an  element  of  rearview-mirror 
investing  here?  The  markets  of  Japan 
and  emerging  economies  have  been 
hot  for  the  past  three  years.  That 
doesn't  make  them  a  bargain  now. 

—Michael  K.  Ozanian 
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Net  fund  sales  (trailing  12-month,  $bil) 


Sources:  Investment  Co.  Institute;  Safian  Investment  Research. 
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Q  Fidelity 


FORTUNE 

[  BRANDS 


EXCELLENCE  IS  THE  BEST  INVESTMENT. 


G0MOENT 


Associating  your  corporation  with  Titleist,  the  #1  ball  in  golf,  makes  a  strong  statement  about  your  commitment  to  excellence  on  and  off 
the  course.  That's  always  a  smart  investment.  You  can  choose  from  five  Titleist  golf  ball  models:  Titleist  Pro  VI*  Pro  Vix,"  NXTT  NXT*  Tour  and 
DT*  SoLo.  Titleist  provides  the  sophisticated  color  reproduction,  creative  capabilities  and  highest  quality  standards  that  your  brand  deserves. 
For  information  about  Titleist  logoed  golf  balls  and  custom  packaging  with  your  logo,  contact  your  local  golf  shop  or  visit  titleist.com/customball. 
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©2006  Acushnet  Company.  Acushnet  Co.  is  an  operating  company  of  Fortune  Brands,  Inc.  NYSE:  FO.  Explore  our  web  site  at  www.titleist.com 
Use  of  corporate  logos  appearing  in  this  ad  is  for  illustrative  purposes  only  and  does  not  imply  endorsement  or  sponsorship  of  Titleist  golf  balls. 
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Steal  This  Article 

Cornel  West  broke  new  ground  for  academics  when  he  made  a  rap  album 
while  teaching  at  Harvard.  Now  three  law  professors  have  cranked  out  a 
comic  book  ($5.95  on  Amazon),  in  an  effort  to  explain  copyright  law  to 
young  filmmakers  and  other  creative  types.  "We  figured  we  could  write  a 
scholarly  article,  but  only  our  relatives  and  colleagues  would  read  it  And  we 
thought  about  making  a  film,  but  that  was  beyond  our  scope,"  says  James 
Boyle,  professor  at  Duke  University  School  of  Law. 

So  he  and  fellow  Duke  law  prof  Jennifer  Jenkins  enlisted  Keith  Aoki,  a  law  pro 
University  of  Oregon  who  is  also  an  artist,  and  the  trio  produced  Bound  by  Law? ' 
the  Public  Domain,  a  surprisingly  well-drawn  comic  with  a  strong  point  of  view:  Copyright  holders  have 
gone  too  far  in  protecting  their  content  In  this  book  the  authors  deal  with  how  copyright  holders  have  made  life  miserable 
for  documentary  filmmakers.  Real  life  example:  The  director  of  a  documentary  about  opera  stagehands  happened  to  shoot 
a  4.5-second  scene  where  a  small  TV  in  the  background  was  playing  an  episode  of  The  Simpsons.  Fox  demanded  $10,000. 
The  moviemakers  cut  the  scene  rather  than  fight  a  legal  battle. 

It  appears  that  the  law  profs  did  not  impermissibly  borrow  plot  elements  from  that  famous  1943  Superman  comic  in 
which  the  Prankster  copyrights  the  alphabet  and  tries  to  extract  tribute  from  everybody  who  writes  anything.  At  any  rate, 
if  you  don't  want  to  pay  them  tribute,  you  can  download  the  comic  for  free  from  the  Web.  — Daniel  Lyons 


SEARCH 


Narrow  Your  Horizons 

Search  the  entire  World  Wide  Web?  Don't  bother.  Webaroo 
says  that  all  you  need  is  1 /25,000th  of  cyberspace. 

By  Victoria  Murphy  Barret 


THE  WEB  IS  A  HULKING  20  BILLION 
pages  wide.  That's  one  petabyte  worth  of 
data.  But,  as  with  many  things,  less  may 
be  more.  "If  you  threw  away  much  of 
what  is  on  the  Web  today,  no  one  would 


notice,"  says  Rakesh  Mathur.  By  "much," 
Mathur  means  99.99%. 

Mathur  is  the  cofounder  and  chief 
executive  of  Webaroo,  a  tiny  firm  in 
Bellevue,  Wash,  that  has  produced  a 
massively  squeezed- 
down,  searchable 
version  of  the  Web, 
a  mere  40  gigabytes 
of  pages.  Search 
services  like  Yahoo 
and  Google  troll 
25,000  times  that 
much  data. 

Webaroo's  55 
software  engineers 
have  figured  out 
how  to  throw  out  all 
but  what  they  deem 
necessary  for  the 


general  public  to  do  decent  searches.  The 
company  is  selling  this  svelte  Web  to  mak- 
ers of  laptops.  Webaroo  also  offers  18  dif- 
ferent "Web  packs,"  themed  for  cities  like 
New  York  and  London  and  for  sports,  his- 
tory and  other  topics,  that  come  in  50-  to 
256-megabyte  chunks  to  fit  on  memory 
cards  for  cell  phones  and  PDAs. 

Mathur  is  aiming  at  people  who  need 
to  search  but  aren't  always  connected  to 
the  Internet.  When  a  device  loaded  with 
the  Webaroo  Web  does  connect,  the  pages 
stored  in  memory  are  updated. 

Webaroo's  computer  scientists  in 
Mumbai  and  New  Delhi  cranked  out 
dozens  of  Web-crawling  algorithms  that 
decipher  the  necessary  and  truly  informa- 
tive stuff.  Aside  from  news  stories  and 
blogs,  the  vast  amount  of  searchable  infor- 
mation on  the  Web  is  static.  Only  one 
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With  Sybase®  software,  Nielsen  Media  Research  enables  customers 
to  get  real-time  access  to  audience  viewing  habits  through: 

100%  faster  data  loads  secure,  Web-based  interface      Q^70%  data  compression  ratio 


When  viewing  trends  change  in  the  ultra-competitive  broadcast  industry,  Nielsen  Media  Research  and  their  customers  know  it  instantly.  Because 
they  have  an  information  edge  that  comes  from  using  Sybase*  10  -  a  powerful  data  analytics  server  that  enables  their  clients  to  analyze  more  data 
in  more  ways.  Up  to  lOOx  faster.  And  Sybase  10  helps  Nielsen  provide  better  service  at  a  lower  cost.  It's  an  edge  that  only  we  can  deliver.  And  it's 
why  more  global  companies  are  tuning-in  to  Sybase  every  day.  www.sybase.com/infoedge1 


Copyright  ©2006  Sybase,  Inc.  All  rights  reserved.  Sybase  and  the  Sybase  logo  are  trademarks  of  Sybase.  Inc  •  indicates  registration  in  the  United  States  of  America 
All  product  and  company  names  are  trademarks  of  their  respective  owners 
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page  with  a  restaurant's  location  needs 
to  be  kept.  Most  people  look  at  only  the 
first  ten  or  so  results  of  a  Web  search 
query  anyway.  The  other  millions  of 
links  to  choose  from  are  largely  useless, 
unrelated  to  the  search  topic,  repetitive 
or  blather.  The  page  Webaroo  would 
keep  on  the  history  of  the  Golden  Gate 
Bridge,  for  example,  would  be  one  that's 
mainly  about  the  bridge  and  mentions 
its  name  often. 

Rakesh's  aha!  moment  came  when 
he  was  taking  a  break  from  entrepre- 
neuring  (he's  founded  and  sold  two  tech 
outfits,  including  Junglee,  a  shopping 
site  that  Amazon  bought  for  $240  mil- 
lion in  1998)  and  walking  his  German 
shepherd  around  Seattle's  ritzy  Queen 
Anne  HOI.  He  wanted  to  search  the  Web 
while  wandering  but  could  never  get  a 
strong  enough  wireless  signal.  Why  not 
use  cheap  storage  as  a  substitute  for 
hard-to-find  bandwidth?  Hard-drive 
capacity  has  increased  a  thousandfold  in 
the  past  decade.  "We're  exploiting  the 
gap  between  what  you  can  store  in 
memory,  which  is  a  lot,  and  how  fre- 
quently you  access  bandwidth,  which  is 
not  often,"  says  Rakesh. 

Webaroo  so  far  has  inked  a  deal 
with  computer  maker  Acer  to  load  a  14- 
gigabyte  version  of  the  Web  on  laptops. 
Webaroo's  software  can  run  on  phones 
that  have  Microsoft's  mobile  operating 
system.  It  isn't  yet  ready  for  BlackBerrys. 
The  revenue  model,  as  at  most  new  Web 
outfits,  is  advertising. 

Eventually  Webaroo's  Web  will 
store  and  learn  from  the  searches  its 
customers  make.  Someone  who  fre- 
quently searches  about  triathlons  will 
get  more  pages  about  the  sport  sent  to 
storage.  "You  take  what  you  want  with 
you  and  don't  bother  with  the  rest," 
says  Webaroo's  other  cofounder, 
Bradley  Husick. 

Webaroo  plans  to  target  parents 
who  want  kid-friendly  versions  of  the 
Web-to-go.  A  porn  pack  might  be 
attractive  to  a  different  audience.  With 
no  revenue  to  speak  of,  Webaroo  isn't 
discriminating.  "We're  not  in  the  busi- 
ness of  censoring,"  says  Husick.  F 


WALL  STREET 


Buyback  Boomlet 

Why  are  so  many  companies  buying  in  their  stock? 
Take  a  look  at  those  loudmouthed  hedge  funds. 

By  Bernard  Condon 


PHELPS  DODGE  SHAREHOLDERS  HAD 
good  reason  to  be  satisfied  last  year, 
when  shares  of  the  copper  miner 
climbed  53%.  But  Atticus  Capital,  owner 
of  5%  of  the  Phoenix,  Ariz,  company,  was 
not — and  raised  a  stink,  demanding  a 
stock  buyback,  among  other  things.  In 
October  Phelps  announced  $1.5  billion  in 
planned  dividends  and  buybacks,  or  10% 
of  its  market  value.  A  few  months 
later  Atticus  pushed  its  luck,  seek- 
ing even  more  buybacks.  Then 
Phelps'  heretofore  cooperative 
boss,  J.  Steven  Whisler,  blew  his 
top — calling  the  idea  in  a  press 
release  a  "reckless  bet"  that  "could 
threaten"  the  company's  viability. 

Despite  the  tough  talk,  Phelps 
upped  its  planned  buybacks  by 
$500  million  last  month.  Thus 
another  chief  executive  fell  to  a 
runaway  fad  of  companies  repur- 
chasing stock.  This  year  S&P  500 
companies  are  on  pace  to  surpass 
last  year's  $349  billion  of  repur- 
chases, which  itself  was  up  77% 
from  the  previous  year.  In  the  old 
days  companies  sitting  on  too 
much  cash  would  simply  raise 
their  dividends.  Nowadays  they 
buy  in  shares. 

And  who's  egging  them  on?  Hedge 
funds,  in  the  belief  that  the  repurchases  will 
prop  up  demand  for  a  stock,  giving  it  a  quick 
boost  that  the  funds  can  cash  in  on. 

"Hedge  funds  are  dictating  the  terms 
now:  'Drive  up  that  stock  no  matter  what, 
baby,'"  says  Howard  Davidowitz  of  David - 
owitz  &  Associates,  a  consultant  to  retail- 
ers, big  repurchasers  of  shares  recently. 
"But  it's  all  short  term.  In  the  real  world 
nothing  changes  in  a  business  in  a  quarter 
or  half  a  year.  It  takes  time." 

Under  attack  by  hedge  funds,  coal  miner 
Massey  Energy  last  year  announced  a  $500 
million  buyback.  Not  good  enough  for  Jana 


Partners,  a  hedge  fund  that  had  demanded 
$1.5  billion  in  purchases.  Massey  doesn't  have 
the  cash  on  hand.  Borrow  it,  says  Jana. 

Time  Warner  had  plans  to  buy  $5  billion 
of  its  stock.  Carl  Icahn  wanted  more,  and 
made  threatening  gestures  at  its  board.  The 
board  caved  in:  The  company,  already  $20  bil- 
lion in  debt,  will  buy  back  up  to  $20  billion 
of  shares.  That  will  be  about  a  fourth  of  them. 


By  the  Numbers 


Finance  Fad 

Companies  have  jumped  on  the  buyback 
bandwagon  under  pressure  from  hedge  funds. 


Do  buybacks  have  a  positive  effect  on 
share  prices?  The  evidence  is  mixed. 
Massey  has  done  okay,  but  that  could  be 
simply  because  energy  prices  are  going  up. 
The  Time  Warner  buyback  announce- 
ment was  a  dud  (shares  are  where  they 
were  when  Icahn  started  making  noises), 
but  that  could  be  because  Wall  Street  is 
bored  with  cable  stocks. 

Bjrinyi  Associates  looked  at  the  stock  per- 
formance of  the  385  S&P  500  companies 
buying  back  shares  in  the  six  years  through 
October  2005.  The  median  postbuyback  re- 
turn was  about  equal  to  the  returns  (over  the 
same  dates)  of  companies  that  did  not  repur- 
chase. The  average  return  was  much  higher, 
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thanks  to  a  few  triple-digit  performers. 

Allan  Eberhart  of  Georgetown's  business 
school  and  Akhtar  Siddique  of  the  office  of 
the  Comptroller  of  the  Currency  studied  7,079 
buybacks  announced  between  1981  and  1995. 
Conclusion:  The  companies  got  a  temporary 
uptick  in  share  prices  but  no  lasting  benefit. 

As  a  matter  of  financial  theory,  there  is 
nothing  magical  about  buying  in  shares — 
nothing  that  can't  be  accomplished  with  plain 
old  cash  dividends.  Buying  in  10%  of  the 
shares  is  mathematically  identical  to  paying 


a  special  dividend  equivalent  to  10%  of  the 
market  cap  and  then  declaring  a  9-for-10 
reverse  stock  split.  Eidier  way,  the  corporate 
treasurer  shrinks  his  share  base  and  depletes 
cash  that  has  a  low  return  (maybe  3%  after- 
tax). And  in  either  case  the  effect,  except  in 
a  stock  trading  at  a  very  high  multiple  of  earn- 
ings, is  to  increase  earnings  per  share. 

Borrowing  money  in  order  to  reduce 
shares  also  works  as  an  EPS  booster,  at  least 
if  the  aftertax  cost  of  money  is  low  (say,  4%) 
and  the  price/earnings  ratio  also  low. 


Limited  Brands  spent  $3.1  billion  in  2004 
on  such  "accretive"  buybacks.  A  year  and  a 
half  later  the  stock  has  barely  budged  But 
Wendy's  is  up  38%  since  Pershing  Square 
demanded  more  buybacks.  CBRL  Group, 
owner  of  Cracker  Barrel  restaurants,  is  up 
1 8%  this  year  thanks  to  a  buyback  and  other 
restructuring  moves  pressed  by  the  Icahn- 
esque  investor  Nelson  Peltz.  Debt  at  CBRL  has 
also  jumped — not  a  bad  thing  if  the  lever- 
aged returns  more  than  compensate  for 
increased  interest  costs.  F 


SHARK  ATTACK 


Looking  for  the  Green 

Golfer  Greg  Norman  is  a  minimogul  these  days. 
So  why  is  he  threatening  to  sue  the  PGA  Tour  over 
meeting  minutes?  By  Monte  Burke 


THE  PGA  TOUR  SHOULD  BE  IN  A  CEL- 
ebratory  mood.  Revenue  was  up 
37%  last  year,  to  $900  million. 
Golfer  prize  money,  $50  million  in  the 
mid-1990s,  will  be  $257  million  this  year. 
The  Tour  just  signed  six-year  television 
contracts  with  NBC  and  CBS,  and  a  15-year 
deal  with  the  Golf  Channel.  Tiger  Woods 
is  only  now  entering  his  prime. 

But  there's  blood  in  the  water.  Greg 
Norman,  the  charismatic  Australian 
golfer  known  as  "the  Shark,"  is 
threatening  to  sue  the  PGA  Tour  in 
a  kind  of  Sarbanes-Oxley  gesture. 
Norman  wants  to  see  all  of  the  ' 
Tour's  financial  documents  and  meet- 
ing minutes  from  1993  to  present.  "The 
PGA  Tour  is  us,  the  players,"  says  Nor- 
man, 51.  "I'm  not  on  a  witch  hunt 
here,  but  we  should  be  able  to 
see  what's  going  on  and  see 
how  decisions  are  made."  Nor- 
man says  he's  received  support 
from  dozens  of  other  players. 

The  PGA  Tour  is  a  nonprofit 
501(c)(6)  "business  league"  gov- 
erned by  a  nine-person  board 
that  decides  on  everything  from 
broadcast  deals  to  player  pensions. 
By  law  the  Tour  is  required  to  make 
public  its  revenues  and  expenses 
Edward  Moorhouse,  the  chief  operat 
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ing  officer,  says  players  are  also  sent  a  fully 
audited  statement  each  year  but  that  the 
minutes  are  not  distributed  because  "they 
contain  confidential  information  on  busi- 
ness transactions  and  individual  players." 

But  Norman  says  the  annual  report  is 
vague  and  doesn't  fully  explain  the  Tour's 
for-profit  entities,  like  its 
TPC  golf  courses  and 
airport  stores.  So 
far  the  Tour 
has  rejected  his 
requests,  offer- 
ing only  to  review 
a  list  of  his  specific 
questions.  Frustrated, 
he's  hired 


Leonard  Decof,  a  trial  lawyer  and  old  foe 
of  the  Tour,  who  famously  represented  golf 
equipment  manufacturer  Ping  in  a  high- 
profile  suit  against  the  Tour  that  was  set- 
tled out  of  court.  Decof  s  legal  argument: 
The  players  are  akin  to  shareholders  in  a 
public  company.  Says  Decof,  "The  central 
question  here  is,  who  owns  the  Tour?" 

Why  is  Norman  bothering  with  this? 
He  runs  a  company,  Great  White  Shark 
Enterprises,  that  scores  $300  million  in 
annual  revenue  selling  wine,  clothing  and 
golf  course  designs.  While  he 
still  plays,  he's  better  known 
now  for  his  business  acumen. 

It  could  have  something 
to  do  with  his  long-running 
feud  with  Timothy  Finchem, 
the  PGA  Tour's  59-year-old 
commissioner.  In  1992  Norman 
conceived  the  idea  for  a  world 
golf  tournament.  Finchem  and 
the  PGA  Tour  shot  it  down,  only  to 
launch  their  own  World  Golf 
Championships  in  1999. 

Though  Norman  says  this  latest 
clash  is  not  personal,  he  admits  that  he 
has  not  forgiven  Finchem  (not  available 
to  comment  for  this  article),  who  recendy 
signed  a  six-year  contract  extension  with 
the  Tour  worth  a  reported  $4.5  million  a 
year.  During  Norman's  induction  to  the 
World  Golf  Hall  of  Fame  in  2001,  Finchem 
praised  Norman  for  coming  up  with  the 
idea  for  the  world  championship.  "They're 
hypocrites,"  Norman  says.  "That's  the  way 
they  go  about  it  They  slay  the  dreamer,  pat 
him  on  the  back  and  hope  he  goes  away" 
Norman  says  this  time  he's  sticking  around 
for  the  full  18.  F 


#  What  if  you  need  an  insurance  company 

that  can  think  like  a  fish? 


We  go  deep  for  solutions. 

At  Zurich,  we  take  the  time  to  understand  the  challenges  our  customers  face.  It  can 
be  as  simple  as  assessing  a  new  factory  process  or  as  complex  as  determining  how  a 
single  fish  could  spoil  a  large-scale  fish  farm.  We  use  the  knowledge  gained  to  help  our 
customers  reduce  their  exposures  and  ultimately,  help  them  run  their  businesses  more 
efficiently.  Because  we  encourage  fresh  thinking,  our  customers  get  better  protection. 

www.zurichna.com/corporatebusiness 


Because  change  happenz! 
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iges  underwritten  by  member  companies  of  Zurich  in  North  America,  including  Zurich  American  Insurance  Company  Certain  coverages  not  available  m  all  states  Some  coverages  may  be  written  on  a  nonadmitted  basis  through  surplus  lines  brokers. 
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THE  FORTUNES  OF 


Kings,  Queens  &  Dictators 


WHAT  DO  FIDEL  CASTRO  AND  MONACO'S  PRINCE 
Albert  have  in  common?  Lofty  positions  and  vast  for- 
tunes. FORBES  again  estimates  some  of  the  worlds  rich- 
est rulers'  net  worths.  It's  a  diverse  group:  a  British  queen,  an 
African  dictator  and  a  few  Middle  Eastern  potentates.  Entrepre- 
neurs they're  not.  Their  fortunes,  often  shared  with  families,  are 
largely  derived  from  inheritances  or  their  positions  of  power.  The 
lines  often  blur  between  what  is  owned  by  the  country  and  what 


is  owned  by  the  individual.  For  instance,  we  figure  Dubai's 
Mohammed  Bin  Rashid  Al  Maktoum  gets  substantial  wealth  from 
his  government's  stake  in  banks,  aluminum  and  real  estate 
companies.  Even  stickier:  proving  a  dictator  controls  funds  and 
uses  them  for  personal  gain — not  for  the  country's  benefit.  Rest 
assured  we  tried  to  reach  them.  For  more  information,  go  to 
forbes.com/royals.  — Cristina  von  Zeppelin,  Allison  Fass, 

Evan  Hessel,  Luisa  Kroll,  Tatiana  Serafin,  Matthew  Swibel 
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KING  ABDULLAH  BIN 
ABDULAZIZ 

King/Saudi  Arabia 
S21  billion 
Age:  82 

Former  crown  prince 
became  sixth  King  of 
Saudi  Arabia  in  August 
2005  after  King  Fahd 
died.  Once  lived  with 
Bedouin  tribes.  Avid 
horseman,  breeds 
Arabian  horses. 


SULTAN  HAJI  HASSANAL 
BOLKIAH 

Sultan/Brunei 
$20  billion 
Age:  59 

Heir  to  an  unbroken 
600-year-old 
Muslim  dynasty 
has  benefited 
from  nation's 
petroleum  and  gas 
fields.  Palace  said  to 
have  1,788  rooms. 


SHEIKH  KHALIFA  BIN 
ZAYED  AL  NAHYAN 

President/UAE 
S19  billion 
Age:  58 

Took  over  as  ruler  of  Abu 
Dhabi  and  elected  presi- 
dent of  United  Arab  Emi- 
rates in  November  2004 
after  his  father's  death. 
Chairs  Abu  Dhabi's 
Supreme  Petroleum 
Council. 


PRINCE  ALBERT  II 

Prince/Monaco 
Si  billion 
Age:  48 

Playboy  prince  became 
ruler  of  this  tiny  principal- 
ity after  his  father's  death 
last  year.  Also  inherited 
interests  in  real  estate, 
art  and  Monte  Carlo's 
casino.  Made  news  for 
fathering  a  child  out  of 
wedlock. 


FIDEL  CASTRO 

President/Cuba 
$900  million 
Age:  79 

Comandarite  since  1959. 
FORBES  estimates  his 
fortune  based  on  control 
over  web  of  state-owned 
companies.  Castro  claims 
he  has  zero  net  worth; 
former  Cuban  officials  liv- 
ing in  U.S.  assert  that  he 
has  long  skimmed  profits. 


TEODORO  OBIANG 
NGUEMA  MBASOGO 

President/Equatorial 
Guinea 

S600  million/Age:  63 
Obiang  and  his  govern- 
ment put  up  to  $700 
million  in  U.S.'  Riggs  Bank, 
which  was  fined  for  not 
reporting  possible  money 
laundering.  Obiang  still 
controls  the  money  but 
denies  it's  his  personally. 


J    I  / 


SHEIKH  MOHAMMED  BIN 
RASHID  AL  MAKTOUM 

Ruler/Dubai 
$14  billion 
Age:  56 
Credited  with 
transforming  Dubai 
into  economic 
powerhouse.  Became 
ruler  upon  brother's 
death  in  January. 
Shares  fortune  with 
two  brothers. 


QUEEN  ELIZABETH  II 

Queen/U.K. 
$500  million 
Age:  80 

Became  Queen  at  age 
25.  Holdings  include 
estates  in  Scotland  and 
England,  fine  art,  gems, 
antiques  and  a  stamp 
collection  built  by  her 
grandfather.  Doesn't 
count  Buckingham 
Palace  or  crown  jewels. 


PRINCE  HANS-ADAM  II 
VON  UND  ZU 
LIECHTENSTEIN 

Prince/Liechtenstein 
$4  billion 
Age:  61 

Heads  family  fortune  that 
goes  back  almost  nine 
centuries  and  includes 
palaces,  artwork,  a  bank, 
extensive  land  in  Austria 
and  a  U.S.  producer  of 
hybrid  rice. 


QUEEN  BEATRIX 
WILHELMINA  ARMGARD 

Queen/Netherlands 
$270  million 
Age:  68 

With  her  family, 
possesses  a  fortune 
that  includes  real 
estate,  antiques  and 
investments  in 
companies 
like  ABNAMRO  and 
Royal  Dutch  Shell. 
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CADILLAC  STS  @ 

V8  STARTING  AT  $48,240* 


320-HP  4.6L  NORTHSTAR  V8  VVT 
KEYLESS  ACCESS  WITH  PUSH-BUTTON  START 
PERFORMANCE-TUNED  WITH  AVAILABLE  AWD 
AVAILABLE  BOSE®  STUDIO  SURROUND    SOUND  SYSTEM 


DILLAC.COM 


As  Shown  $61,880.  MSRP.  Tax,  titlejicense,  dealer  fees  a,od  other  optional  equipment  extra. 

■  ©2006  GM  Corp.  All  rights  reserved;  Cadillac"*  Cadillac  badge"1  Northstar*  STS" 
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VIDEO 

Cram  Those  Bits 

if  you  want  the  freedom  to  watch  whatever 
you  want,  whenever  you  want,  your  cable 
company  will  have  to  buy  a  video-stuffing 
box.  RGB  Networks  makes  these  things. 
Cisco  is  in  hot  pursuit  |  By  Dorothy  Pomerantz 


WHEN  ABC  CHIEF  ANNE 
Sweeney  announced  in 
April  that  her  network 
would  be  offering  hits 
like  Desperate  House- 
wives and  Lost  on  the  Internet  for  free,  it 
was  a  blow  to  cable  firms  that  had  been 
hoping  to  sell  those  shows  for  a  buck 
through  their  video-on-demand  services. 

Viewers  can  now  watch  Lost  over  the 
air  on  Wednesday  night,  stream  it  the  next 
day  over  the  Internet  or  download  it  onto 
an  iPod  to  watch  on  the  train  ride  home. 
They  don't  need  video-on-demand.  They 
don't  even  need  cable. 

In  a  world  hurtling  toward  watching 
what  you  want  when  you  want  it,  the  cable 
industry  is  at  risk  of  falling  behind.  Only 
14  million  of  the  65  million  U.S.  homes 
with  cable  have  video-on-demand  today 
and,  for  those  who  do,  it's  glitchy.  Because 
of  network  constraints,  cable  companies 
can  make  only  40  video-on-demand  pro- 
grams available  to  500  households  at  the 
same  time.  The  41st  family  that  wants  to 
watch,  say,  last  night's  episode  of  The 
Sopranos  is  out  of  luck. 

RGB  Networks,  a  privately  held  upstart  in 
San  Mateo,  Calif,  believes  it  has  a  way  to  bring 
efficiencies  to  cable— and  help  out  the  tele- 
phone companies  furiously  building  their  own 
fiber-optic  video  networks.  "The  cable  com- 


panies need  to  provide  more  programming 
to  compete,"  says  RGBs  44-year-old  cofounder, 
Adam  Tom.  "Their  number  one  issue  is  band- 
width. Tneir  capacity  is  reaching  its  limits." 

Tom's  solution  is  a  pizza-box- size  video 
router  that  sits  in  various  spots  on  the  net- 
work, either  at  the  cable's  operations  center, 
known  as  a  "headend,"  or  in  a  hub  closer  to 
the  home.  An  RGB  box  does  all  the  video 
processing  and  compressing  needed  to 
squeeze  40%  more  space  out  of  the  existing 
bandwidth,  allowing  cablers  to  get  16  more 
Sopranos  streams  to  those  500  households. 
RGBs  router  also  frees  up  space  in  the  head- 
end by  doing  the  work  of  30  older  boxes. 

"They're  allowing  us  to  grow,"  says 
RGB  fan  Douglas  Ike,  head  of  new  video 
technology  for  Adelphia  Communica- 
tions. "They're  helping  us  cram  more 
streams  into  the  same  space." 

RGB  is  currently  in  talks  with  Comcast 
and  Verizon  Communications,  which  is 
offering  video  over  fiber  networks  in 
seven  states.  Eventually  RGB  will  pitch  to 
Internet  video  firms,  too. 

Video-on-demand  servers  tradition- 
ally send  down  video  at  a  constant  bit  rate 
in  a  single  stream.  RGB  can  produce  more 
on-demand  streams  by  performing — on  a 
single  chip — two  bandwidth-saving  feats 
called  statistical  multiplexing  and  vari- 
able-bit-rate compression.  Statistical  mul- 
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tiplexing  mixes  together  all  the  broadcast 
video  streams  so  ones  that  don't  change 
often,  like  a  talking  head,  take  up  less 
room,  creating  more  space  for  streams  of 
complex  video,  like  an  action  film.  Vari- 
able-bit-rate compression  sends  the  fat 
scenes  down  the  pipe  faster  than  the  thin 
ones.  The  set-top  box  puts  the  channels 
back  together  for  viewing. 

RGB  can  do  it  all  with  one  router  by 
taking  full  advantage  of  the  power  of  its 
field-programmable  gate-array  (FPGA) 
chips.  Video  processors  that  handle  one 
stream  per  chip  leave  lots  of  circuits 
underused.  RGB  sends  30  streams 
through  the  chip  so  all  circuits  are  in 
continuous  use. 

Tom  and  the  two  other  RGB  founders 
have  been  in  cahoots  in  video  networking 
since  the  early  1990s.  At  a  company  called 
Imedia,  they  designed  a  now-standard 
device  called  a  "cherry  picker,"  a  box  that 
gathers  video  from  satellites  and  antennas 
to  send  out  to  homes.  They  sold  Imedia  to 
Terayon  Communication  Systems  in  1999 
but  left  in  2000.  After  taking  a  year  off, 
they  began  looking  for  a  new  venture. 

As  more  video  was  moving  to  on- 
demand,  they  realized  that  the  current 
technology  (which  they  helped  design) 
wasn't  going  to  be  able  to  handle  all  of  the 
additional  streams.  They  started  RGB  in 
2001  with  $200,000  of  their  own  money. 
On  the  strength  of  the  VOD  router  idea, 
they  gathered  $5  million  in  venture  capital 
from  Accel  Partners  and  Kleiner  Perkins 
Caufield  &  Byers  in  2003. 

But  then  they  realized  the  cable  indus- 
try had  a  more  pressing  problem:  how  to 
eliminate  all  the  older,  bandwidth- 
hogging  analog  signals  in  its  pipes.  Only 
30  million  cable  homes  in  the  U.S.  have 
upgraded  to  digital,  which  uses  about 
one-tenth  the  bandwidth  of  analog. 

In  late  2004  Tom  pitched  his  backers 
on  getting  to  market  quicker  with  an 
altered  version  of  hardware  that  merely 
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converts  incoming  digital  video 
streams  into  analog,  if  needed,  so  cable 
companies  can  make  their  headends 
all  digital.  "It  was  contentious  with  the 
board  because  they  felt  they  had 
invested  in  one  thing  and  we  were 
going  another  way,"  says  Tom.  "Focus 
is  a  good  thing,  but  sometimes  you 
have  to  see  where  the  market  is." 

RGB  started  selling  the  more  basic 
router  in  August  2005,  and  in  four 
months  sold  400,  bringing  in  $9  mil- 
lion. The  company  expects  revenue  of 
$36  million  in  2006. 

When  customers  decide  they're 
ready  to  provide  more  video-on- 
demand  streams,  RGBs  routers  can  be 
reprogrammed  at  any  time.  Their 
FPGA  chips  can  be  remotely  upgraded 
to  process  on-demand  video,  rearrange 
channel  lineups  and  even  target  ads  to 
each  viewer,  something  cablers  have 
been  trying  to  do  for  years.  RGB  hopes 
that  by  getting  its  foot  in  the  door  with 
the  analog  converter,  it  will  be  able  to 
fend  off  the  inevitable  assault  of  Cisco 
Systems  on  digital  video. 

Cisco  acquired  cable-box  maker 
Scientific  Atlanta  for  $6.9  billion  in 
February,  betting  that  video,  like  voice 
and  other  forms  of  data,  will  eventually 
move  to  the  Internet  Protocol  net- 
working standard,  which  underpins 
most  of  the  $25  billion  in  gear  it  sold 
last  year.  "The  killer  app  is  going  to  be 
video,"  says  Daniel  Scheinman,  chief  of 
corporate  development  for  Cisco.  "We 
want  to  be  more  of  a  player." 

Cisco  is  equipping  AT&T's  video 
delivery  service,  dubbed  Project 
Lightspeed,  and  may  have  an  edge 
with  Time  Warner,  which  is  already 
a  big  Cisco  customer  for  Internet 
voice  gear. 

In  January  RGB  hired  a  new 
chief  executive,  Jef  Graham,  who  has 
the  scars  from  previous  bouts  with 
Cisco.  At  his  previous  company, 
Peribit  Networks,  Graham  watched 
Cisco  gobble  up  peers  and  rivals. 
"Cisco  just  endorsed  the  market  for 
us  with  their  purchase  of  Scientific 
Atlanta,"  he  says.  "We  expect  compe- 
tition from  them,  but  right  now,  it's 
not  a  threat."  p 


Rackable  Chief 
Thomas  Barton 
and  stuffed 
server  cabinet. 


Rackable  Systems  sells  computers  that  run  cool, 
and  a  stock  that  runs  very,  very  hot.  Could  this 
be  the  next  Dell?  |  By  Daniel  Lyons 


NO  ONE  IN  HIS  RIGHT  MIND 
would  launch  a  computer 
company  these  days.  Even 
established  players  have  a 
hard  time  hanging  on.  IBM 
bailed  out  of  PCs  last  year.  Once-mighty 
Compaq  and  Digital  Equipment  now 
sleep  in  the  guts  of  Hewlett-Packard. 
Sun  Microsystems  (see  story,  p.  46)  and 
Gateway  have  been  struggling  for  years. 


Yet  Rackable  Systems,  a  tiny  company 
in  Milpitas,  Calif.,  is  thriving.  Sales  hit 
$215  million  last  year,  doubling  in  each  of 
the  past  two  years.  Its  computers  power 
Web  sites  for  Amazon,  Microsoft  and 
Yahoo. 

Rackable's  brassy  boss,  Thomas  Bar- 
ton, professes  no  fear  of  bigger  rivals:  "HP, 
IBM  and  Dell  are  successful,  but  we're  able 
to  outsmart  them.  We're  always  12  to  18 
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Health  care  costs  have  you  burning  the  midnight  oil? 


Rising  health  care  costs  rank  as  the  top  concern  of  today's  CFO's*  -  so  it's  no  wonder  some  are 
losing  sleep  trying  to  find  solutions.  But  what  keeps  you  up  at  night  keeps  us  accountable. 
■  We're  UnitedHealthcare,  a  national  health  care  company  dedicated  to  tailoring  high  quality, 
affordable  health  benefit  solutions  that  work  for  your  company.  Here's  how: 


o 
c 
o 
o 


Simply  Accountable8"  -  provides  up  to  30%  guaranteed  health  care  cost  savings  for 
new  self-funded  customers 


Definrry5"  HSAs  and  HRAs-  give  your  employees  control  over  their  health  and  health 
care  spending  with  our  industry-leading,  cost-effective  consumer-driven  plans 
Packaged  Savings®  -  save  on  combined  dental,  vision,  life  or  disability  plans  -  and 
simplify  your  administrative  workload 

Total  Affordability  Management™  -  take  advantage  of  our  unique  approach  to  working 
with  physicians,  hospitals  and  consumers  to  optimize  health  care  quality  and  affordability 

We're  UnitedHealthcare,  and  we're  a  health  care  company  you  can  hold  accountable  for 
building  strategies  to  help  you  succeed...  not  lose  sleep. 


table 


Stop  pacing  the  floor  -  to  learn  more  about  our  innovative  products  and  programs,  contact 
your  broker  or  consultant  today,  or  visit  www.uhc-accountable.com/forbes 


■I 


19 


UnitedHealthcare* 


It  just  makes  sense." 


kity/CFO  Business  Outlook  Survey  results  published  in  CFO.  January  2006.         Administrative  services  to  self-funded  plans  provided  by  United  HealttiCare  Insurance  Company  or  United  Healthcare  Service  LLC  Insurance  coverage  provided  by  or  through  United  Healthcare 
Jtany.  United  HealthCare  Insurance  Company  of  New  York,  or  their  affiliates  Specialty  products  may  not  be  available  in  all  states  or  for  all  group  sizes.  Packaged  Savings  program  may  not  be  available  in  all  states  Simply  Accountable  is  a  performance  guarantee  of  savings  based 
■claims  during  the  first  contract  year  as  projected  from  claims  experience  and  estimated  trend  The  products  and  services  selected  will  affect  the  amount  of  savings  possible  UnitedHealthcare's  Oef  inity  Health  Savings  Account  high  deductible  medical  plan  lOefimty  HSA)  complies 
lirements  and  allows  eligible  enrollees  to  open  a  Health  Savings  Account  with  a  bank  of  their  choice  "Definity  HSA'  refers  generally  to  the  product  that  includes  a  HDHR  although  in  some  cases  "Del inity  HSA"  may  refer  only  to  the  Health  Savings  Account  UnitedHealthcare's 
Defmity  Health  Reimbursement  Account  (Definity  HRAI.  combines  a  medical  benefit  plan  with  an  employer-funded  account  ©2006  United  HealthCare  Services,  Inc 
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months  ahead  in  thinking  about  new 

designs." 

Rackable  turned  a  slim  profit  of 
$8.5  million  in  2005,  after  three  years  of 
losing  money.  This  year  analysts  expect 
Rackable  sales  to  grow  40%  to  $300  mil- 
lion. Riding  the  momentum,  Rackable's 
shares  have  quadrupled  to  $50,  yielding  a 
$1.2  billion  market  valuation,  since  an 
initial  offering  last  June. 

Rackable's  selling  pitch  is  that  its 
server  systems  are  cheaper  to  own  and 
operate  than  machines  made  by  other 
computer  makers.  They  take  up  less  floor 
space,  use  less  electricity  and  throw  off 
less  heat.  That's  exactly  what  operators  of 
big  data  centers  are  looking  for  as  they  try 
to  squeeze  more  performance  out  of  a 
fixed  amount  of  floor  space.  Almost  all  of 
Rackable's  customers  run  their  servers 
using  power-saving  Opteron  chips  from 
Advanced  Micro  Devices  and  the  free-of- 
charge  Linux  operating  system  instead  of 
Microsoft's  Windows  (Rackable  customer 
Microsoft  being  an  exception). 

Rackable's  floor-space  advantage 
comes  from  a  design  that  packs  two 
servers  into  each  shelf  of  a  computer  cab- 
inet where  others  can  fit  only  one.  So  a 
Rackable  cabinet,  which  holds  88  servers, 
can  run  up  to  176  microprocessors,  twice 
as  many  as  the  industry  standard  cabinets. 
Network  cables  plug  into  the  front  instead 
of  the  back,  making  room  for  a  "chimney" 
that  lets  heat  escape  up  the  middle  of  the 
cabinet. 

Rackable  also  sells  a  line  of  server  cab- 
inets with  an  AC-to-DC  power  rectifier  on 
top  of  the  cabinet  for  all  the  servers  below 
to  share.  Most  typical  servers  each  come 
with  their  own  rectifier.  Rackable  claims 
its  frugal  design  saves  10%  to  30%  on  elec- 
tricity costs,  which  for  big  data  center 
operators  can  represent  a  savings  of 
$  1  million  over  three  years. 

Rackable's  cool-running  servers  purr 
away  in  the  data  centers  of  more  than  200 
companies,  including  Deutsche  Bank, 
Oracle  and  Sony  Computer  Entertain- 
ment. "Rackable  has  allowed  us  to 
increase  our  global  hardware  capacity  by 
more  than  50%  without  increasing  our 
electricity  costs,"  says  Shawn  Farshchi, 
chief  information  officer  at  WebEx  Com- 
munications in  Santa  Clara,  Calif,  which 


has  installed  several  thousand  Rackable 
servers  in  35  locations  worldwide,  power- 
ing a  system  that  lets  people  hold  online 
meetings. 

Rackable  outsources  most  of  its  pro- 
duction to  manufacturers  like  Sanmina- 
SCI.  Almost  all  of  its  revenue  comes  from 
the  U.S.,  but  Rackable  has  made  a  few 
sales  overseas,  including  a  deal  in  China, 
when  Yahoo,  one  of  Rackable's  biggest 
customers,  built  a  data  center  there. 

Rackable  is  taking  its  low-price  buzz- 
saw  to  the  data  storage  market,  selling  sys- 


By  the  Numbers 


Powered  Up 

Rackable's  server  cabinets  cram  in 
more  chip  power  than  typical  models. 


30% 


0  Promised  power 
savings  using  Rackable  servers. 


O  Share  of 
Rackable's  2005  revenue  from 
Amazon,  Yahoo  and  Microsoft. 
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Rackable's  2006  P/E. 


45 


Google's  2006  P/E. 


Sources:  Company;  Thomson  Financial. 


terns  that  cost  as  little  as  half  what  EMC, 
Network  Appliance  and  Hitachi  Data  Sys- 
tems charge.  Storage  delivered  only  9%  of 
Rackable's  sales  in  2005,  but  Barton 
expects  that  to  reach  15%  this  year.  "We 
can  charge  30%  to  50%  less  for  the  same 
amount  of  disk  space  and  still  make  twice 
as  much  gross  margin  as  we  do  in  servers," 
he  says.  Rackable  says  it  charges  $1  to  $4 
per  gigabyte,  versus  $7.60,  the  industry 
average. 

Draining  away  competitors'  fat  profits 
comes  straight  from  the  playbook  of  Dell 
Computer,  which  Barton  views  as  his  chief 
rival.  While  Dell  is  good  at  building  cus- 
tomized machines  to  suit  customer  needs, 
Barton  says  Rackable  is  even  better.  "We  ac- 
tually work  with  customers  to  specify  the 
motherboard  and  all  the  other  components 
that  go  into  a  system,"  Barton  says. 


Dell  spokesman  David  Lord  sounds 
unimpressed  when  he  says,  "They're 
offering  some  interesting  technology,  but 
being  able  to  execute  and  support  it  on  a 
global  scale  is  a  different  story?' 

Rackable  got  its  start  in  1999, 
muddling  along  after  the  tech  bust  with 
$4  million  in  revenue  per  quarter  and  a 
small  profit.  Things  changed  after  Barton 
and  Todd  Ford  came  in  as  consultants  and 
lined  up  funding  from  Parthenon  Capital 
in  Boston,  which  paid  $21  million  for  a 
64%  stake.  Parthenon  installed  Barton 
and  Ford  as  chief  executive  and  chief 
financial  officer.  Barton,  42,  is  a  former 
management  consultant  at  McKinsey  and 
Accenture  who  also  once  worked  at  Red 
Hat,  the  leading  distributor  of  the  free 
Linux  operating  system. 

Parthenon's  help  didn't  come  cheap. 
The  investment  firm  set  up  an  "advisory 
arrangement,"  squeezing  Rackable  for 
$  1  million  in  fees  over  the  next  two  years. 
(Parthenon  was  also  quick  to  cash  out, 
selling  off  almost  its  entire  stake  since  the 
initial  offering.)  Of  $563  million  raised  in 
three  offerings,  only  $230  million  has 
gone  to  Rackable. 

Barton  and  Ford  have  sold  shares 
worth  $15  million  and  $17  million,, 
respectively.  But  Barton  points  out  that  he 
still  holds  a  stake  worth  $23  million  while 
Ford  holds  $15  million. 

The  rush  for  the  exits  isn't  exactly  a 
vote  of  confidence,  says  Frederick 
Hickey,  editor  of  the  High-Tech  Strate- 
gist newsletter  in  Nashua,  N.H.  "It 
doesn't  look  good  to  have  the  initial 
investors  cashing  out.  Apparently  they're 
not  seeing  a  great  opportunity  here."1 
Then  again,  Hickey  says,  he'd  be  selling 
too.  "This  is  the  kind  of  company  that 
usually  gets  creamed.  They  exploit  a 
niche,  but  then  the  big  guys  come  in  and 
the  game's  over." 

Investors  don't  care,  and  have  driven 
Rackable  to  57  times  its  estimated  2006 
earnings,  exceeding  even  Google,  which 
boasts  24%  net  margin,  six  times  that  of 
Rackable's,  and  trades  at  45  times  2006 
earnings. 

Barton  says  Rackable's  rapid  growth 
justifies  the  high  value.  "Not  a  lot  of 
companies  are  growing  as  fast  as  we  are," 
he  says.  F 
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006  Sharp  Corporation 


Any  MFP  can  print  colorful  growth  charts. 
How  many  can  actually  help  you  achieve  them? 


INTRODUCING  THE  SHARP  MX-SERIES.  Thanks  to  the  revolutionary 
Open  Systems  Architecture,  these  multifunction  products  seamlessly  integrate  with  your 
network  to  keep  up  with  your  growing  business.  They  also  deliver  outstanding  color  and 
enhanced  productivity.  No  wonder  Sharp  MFPs  won  the  BLI  award  for  "IT  Friendliness." 
To  start  your  own  renaissance  of  color,  visit  sharpusa.com/documents 
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Digital  Tools 


Stephen  Manes 


Strike  Four 


THE  MOBILE  PHONE  INDUSTRY  OFTEN  CALLS  ITS 
handsets  "the  third  screen,"  a  teensier  successor  to  the 
TV  and  the  PC.  Now  comes  the  Nokia  770  Internet 
Tablet,  a  slim  $360  device  that  seems  to  want  to  be 
your  fourth  screen — maybe  hanging  out  in  your 
kitchen  or  living  room  for  a  quick  hit  of  the  Web. 

The  concept  initially  seems  like  a  reincarnation  of  that  merci- 
fully forgotten  artifact  of  the  late  Nineties,  the  Internet  Appliance. 
But  times  have  changed.  Instead  of  using  sluggish  dial-up  connec- 
tions, the  770  hooks  up  to  the  Net  via  Wi-Fi  (encrypted  or  not)  or 
Bluetooth  (if  you  can  find  a  handset-and-service  combination  that 
will  allow  it).  Instead  of  occupying  a  desktop-hogging  box,  the  770 
fits  into  a  shirt  pocket,  and  its  800x480-pixel  screen  displays  pho- 
tos and  Web  pages  attractively,  though  white  backgrounds  look  a 
bit  grainy. 

Software  includes  a  version  of  the  Opera  browser  that  does 
well  with  basics  and  works  with  a  key  on  the  top  edge  that  lets 


you  zoom  Web  pages  in  and  out  to  keep  you  from  going  blind — 
though  characters  sometimes  end  up  crowding  one  another.  An 
e-mail  client  lets  you  retrieve  messages  from  standard  Net  in -boxes. 
There's  a  newsreader  for  RSS  feeds  and  software  to  render  images 
and  PDF  files  and  play  music  and  video  files,  but  not  those  in  the 
common  QuickTime  and  Windows  Media  formats. 

Miniapplications  include  programs  for  note-taking  and  draw- 
ing, plus  chess,  mah-jongg  and  marble  games.  But  the  built-in 
e-mail  address  book  doesn't  include  fields  for  phone  numbers,  and 
there's  no  calendar  at  all.  In  theory  you  could  work  with  an  online 
one,  but  a  PDA  this  is  not. 

And  the  little  package  comes  with  lots  of  built-in  frustration.  The 
biggest:  no  keyboard,  not  even  a  way  to  connect  an  outboard  Blue- 
tooth model.  You're  stuck  using  a  flat,  skinny  stylus  to  tap  out  your 
intentions  on  an  onscreen  keyboard  that  wastes  a  third  of  the  screen 
and  doesn't  always  produce  a  letter  when  you  tap.  A  hand-printing- 
recognition  alternative  has  trouble  keeping  up  if  you  write  quickly. 

That  sluggishness  also  can  produce  a  long  delay  between  the  time 
you  tap  a  command  and  it  actually  happens,  convincing  you  to  try 
again — and  again.  But  do  that  once  too  often  or  open  several  appli- 
cations or  browser  windows  at  once  and  you  can  find  yourself  fac- 
ing a  "low  memory"  message  and  a  limited  ability  to  do  anything 
more  at  all.  At  one  point  the  770  froze  so  badly  I  went  looking  for 
the  reset  button.  But  the  unit  doesn't  have  one,  so  the  only  solution 
was  to  remove  the  battery  and  put  it  back  in  again. 

Nokia  says  the  battery  should  last  up  to  three  hours  when 
searching  via  Wi-Fi,  but  I  got  significantly  less.  And  navigating 
Web  pages  can  be  a  chore.  The  unit's  five-way  rocker  switch  lets 
you  hop  between  live  links  and  input  fields  of  a  Web  page,  but 
if  you  just  want  to  scroll  a  screen  up  or  down,  you  have  to  use 
the  stylus  or  a  fingertip. 

There's  no  microphone,  so  forget  about  using  Internet  phone 
solutions  like  Skype.  Pages  that  employ  pop-ups  or  complex 
programming  like  Google  Maps  can  fail  to  display  properly.  Those 
that  use  more  than  the  most  rudimentary  forms  of  Flash  animation 
will  fail — without  explanation.  And  when  the  browser  closes  unex- 
pectedly, which  happens  far  too  often,  the  history  list  rarely  lets  you 
jump  back  to  the  page  you  most  recently  visited. 

The  770  comes  with  a  protective  case  and  a  plastic  stand,  but 
you  have  to  remove  the  case  to  remove  or  replace  the  stylus,  and 
the  stand  doesn't  double  as  a  charger.  The  unit  comes  with  a  64KB 
Reduced  Size  MultiMedia  Card;  you'll  need  to  buy  a  bigger  one  if 
you  want  to  store  much  music  or  video. 

Meanwhile,  that  third  screen  is  getting  more  and  more  capable. 
As  phones  increasingly  include  Web  browsers,  high-speed  connec- 
tions and  media  players,  they  can  deliver  nuggets  of  online  info  and 
entertain  you  with  photos,  music,  video  and  even  broadcast  TV. 
Despite  its  Wi-Fi  chops  and  a  far  better  screen  than  any  phone  has 
offered,  the  770  ultimately  has  the  same  failing  as  those  early  Net 
appliances:  a  lack  of  flexibility  and  power.  A  fourth  screen  may  catch 
on,  but  this  won't  be  it.  F 
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What  makes 
T.  Rowe  Price  s 
SmartChoice  Rollover 
smarter? 

With  theT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want  and  we  do  the  work. 

We  select  the  investments — with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to  go  through  the  complex  task 
of  choosing  individual  funds.  We'll  provide  a  well-diversified  portfolio  for  you  with  one  of  our  Retirement  Funds.  And  we'll 
adjust  the  fund  over  time  to  reflect  the  need  for  reduced  investment  risk — gradually  making  the  investment  more  conservative 
as  the  target  retirement  date  approaches. 

Proven  performance — with  our  68  years  of  proven  performance,  you'll  feel  confident  knowing  that  T.  Rowe  Price  is  a  smart 
choice  for  your  rollover. 

Low  expenses — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the  Retirement  Funds  45%  below  their 
category  averages*  a  T.  Rowe  Price  Rollover  IRA  is  the  smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even  open  your  account  right 
over  the  phone  and  handle  most  of  the  paperwork  for  you. 


troweprice.com/start 


1.877.259.0221 


T.Rowefirice 


INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information 
that  you  should  read  and  consider  carefully  before  investing. 

'Based  on  the  liscal  year-end  data  available  as  ol  3/3 1/06,  the  Retirement  Funds'  total  expense  ratios  versus  their  Lipper  category  averages  lor  individual  investor  lunds  are  0.62%,  0.65%,  0.69%, 
0  72%  0  75%,  0  77%,  0,77%,  0.77%,  and  0.77%  lor  the  Retirement  2005, 2010, 201 5, 2020, 2025, 2030, 2035, 2040,  and  2045  Funds,  respectively,  versus  1 .44%  lor  the  flexible  porlloho  lunds 
category,  and  0  56%  lor  the  Retirement  Income  Fund  versus  1 .09%  lor  the  income  lunds  category.  (Source  lor  data:  Lipper  Inc.)  Please  note  that  the  Retirement  Funds  should  not  be  considered  a 
complete  retirement  solution.  When  planning  lor  retirement,  you  should  also  think  about  factors  such  as  needed  emergency  cash  reserves,  the  amount  ol  equity  in  your  home,  and  your  life  and  health 
insurance  options.  Before  investing  in  one  ol  these  funds,  be  sure  to  weigh  several  factors,  such  as  your  objectives,  lime  horizon,  and  risk  tolerance,  as  well  as  your  retirement  needs  and  other  sources 
of  income,  1.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARSC073659 


Challenged  with  balancing  efforts  to  support  the  latest  strategic  initiatives  while  still  lowering  operation; 
costs?  SAS  takes  you  beyond  traditional  Bl  query  and  reporting  to  a  higher  level  of  shared  decision  making 
that  drives  innovation.  Our  fully  integrated  Enterprise  Intelligence  Platform  sets  the  foundation,  linking 
technologies  for  data  integration  and  storage,  reporting  and  analysis.  Proven  software,  industry-specific 
solutions  and  domain  experience  extend  the  value  of  your  investment.  Bridging  the  gap  between  what  you 
have  -  growing  expectations  to  deliver  a  return  on  investment  -  and  what  you  want  to  achieve  -  increased 
profits,  reduced  risk  and  improved  performance. 


SETS  THE  FOUNDATION  FOR  DRIVING  INNOVATION  AND  SUPERIOR  PERFORMANCE. 


Regardless  of  the  project  list  -  building  data  warehouses,  consolidating  multiple  databases,  cleansing 
data  in  real  time,  augmenting  operational  data  with  new  information,  or  even  dealing  with  ERP  systems 
-  SAS  helps  you  connect,  cleanse,  consolidate  and  create  value  from  all  your  enterprise  data.  Whether  your 
data  integration  needs  are  stand-alone,  or  you  need  to  seamlessly  integrate  with  our  scalable,  end-to-end 
business  and  analytic  platform. 


SAS  Intelligence  Storage  ensures  that  business  and  analytic  intelligence  can  be  obtained  quickly,  by  serving 
the  data  through  a  platform  designed  for  rapid  retrieval  and  reporting  without  sacrificing  manageability  and 
operational  integrity.  And  our  integrated,  scalable  storage  architecture  grows  easily  with  your  organization, 
unlike  many  "one-size-fits-all"  platforms. 


Our  integrated  suite  of  Bl  software  ensures  fast,  easy  access  to  multiple  data  sources,  consistent  and 
credible  reporting,  and  simple  deployment  of  data  across  your  organization.  SAS  eliminates  the  need  to 
maintain  data,  security  and  metadata  in  several  places  and  formats  -  providing  reliable  results  that  can 
be  shared  quickly  to  ensure  that  IT  inspires  business  innovation. 


SAS  offers  the  industry's  widest  portfolio  for  data  analysis,  ranging  from  experimental  design, 
predictive  and  descriptive  modeling,  time  series  analysis  and  forecasting  to  simulation  and  optimization. 
With  SAS  analytics,  organizations  can  reduce  uncertainty,  predict  with  precision,  improve  quality 
and  drive  performance. 
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Getting  Couples  To 

Click 

Spark  Networks  helps  microcommunities 
of  like-minded  singles,  including 
Mormons  and  military  personnel,  find 
love  online  |  By  Quentin  Hardy 


FORTY  MEN  AND  WOMEN  WORK 
the  phones  around  the  clock  at 
Spark  Networks,  an  online  dating 
service  in  Beverly  Hills,  taking 
1,700  calls  a  day  from  love-starved 
subscribers.  The  phone  reps  are  supposed  to 
coddle  callers,  suggesting  ways  to  improve 
their  online  profiles  and  real-life  encounters. 
One  recent  afternoon  a  man  from  Heavener, 
Okla.  calls  Spark  to  complain  that  a  woman 
he's  met  through  one  of  its  25  dating  sites — 
a  gal  who  shared  his  passion  for  riding  all-ter- 
rain vehicles— isn't  responding  to  his  e-mails. 
A  Spark  representative  says  the  woman  can't 
play  because  she  hasn't  paid. 

"Men  are  visual  beings,  Jackie,"  another 
Spark  Networks'  phone  rep  says  to  a  woman 
who  has  called  to  complain  about  a  lack  of 
action.  "You  have  to  have  that  photo  up." 

Reality  is  sinking  in  for  online  daters— 
and  the  companies  that  cater  to  them.  With 
$500  million  in  sales,  Web  matchmaking  is 
a  robust  business.  But  those  sales  grew  just 
7%  last  year  after  several  years  of  strong 
growth.  Even  so,  one  player,  Spark  Networks' 
chief  executive,  David  Siminoff,  41,  hopes  his 
company  will  thrive  by  offering  good  cus- 


tomer service  and  by  catering  to  small 
niches  of  singletons  who  are  seriously  look- 
ing for  mates. 

"People  operate  in  small  tribes;  they  are 
used  to  sharing  certain  affinities,"  says  Simi- 
noff. "When  you  get  a  community  right,  you 
get  passion  and  drive  among  the  members." 

Spark  Networks  is  best  known  for  {Date, 
a  hook-up  service  for  Jewish  singles  that 
claims  70,000  active  users.  It  has  another 
90,000  in  a  mass-market  dating  service  called 
AmericanSingles.com  and  64,000  in  other 
various  groupings.  There  are  sites  for  Sev- 
enth-day Adventists,  Mormons,  Baptists,  sen- 
iors, deaf  singles  and  heavyset  folks  in  the 
U.S.  and  several  overseas  markets.  These  peo- 
ple are  often  more  serious  about  dating  and 
mating  than  the  casual  users  on  bigger  sites, 
where  Siminoff  s  customers  might  not  fare 
as  well  with  loads  of  competition  and  little 
handholding.  Spark  Networks'  phone  reps 
are  trained  to  work  with  all  types,  from  jit- 
tery single  parents  who  are  dating  for  the  first 
time  since  a  divorce  to  computer-chal- 
lenged seniors,  to  keep  them  optimistic  and 
shelling  out  money. 

Spark  Networks'  low  profile  and  niche- 


marketing  approach  could  serve  it  welL  Barry 
Diller's  Match.com  boasts  1.2  million  sub- 
scribers and  Yahoo  Personals  has  5  million 
paying  users.  But  both  Match.com  and 
Yahoo  have  been  accused  of  placing  bogus 
profiles  to  keep  subscribers.  (The  companies 
say  the  claims  are  baseless.)  And  many  young 
urban  hipsters  are  choosing  to  troll  for  dates 
on  free  social  networking  sites  like 
MySpace.com. 

Most  of  Spark  Networks'  members  seem 
to  like  a  smaller  playing  field.  They  pay  up 
to  $35  a  month  to  meet  like  types  after  com- 
pleting a  54-question  form  that  covers  just 
about  everything  from  age  to  drinking 
habits.  Users  troll  profiles  online  looking  for 
a  love  connection.  These  couples  may  be 
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more  likely  to  stay  together  because 
■  they  share  something  in  common, 
:  even  if  it's  an  interest  in  meeting 
i  someone  of  another  race  (at  Sparks 
I  InterracialSingles.net).  Siminoff 
I  believes  its  niche  outlets  have  a  lot 
|  of  potential.  JDate's  revenue  from  subscribers 
;  grew  9%  last  year,  while  sales  at  its  main- 
i  stream  AmericanSingles  site  fell  1 7%. 

The  cozier  sites  are  certainly  more  prof- 
i  itable.  Higher  prices  for  generic  search  en- 
gine ad  keywords  like  "dating"  make  it  more 
expensive  for  mainstream  sites  to  acquire  new 
!  members  ($37  per  new  user)  than  those  with 
j  a  narrower  target  ($12).  And  catering  to  (sup- 
1  posedly)  like-minded  people  also  helps 
i  Spark  Networks  organize  and  sell  real-world 


Matchmaker, 
matchmaker: 
Spark  Networks' 
David  Siminoff 
and  a  few  happy 
customers. 


events,  such  as  parties  and  tours. 
JDate,  for  instance,  offers  trips  to 
Israel  (at  $3,000  per  head);  for  as 
much  as  $1,500  a  year,  members 
can  buy  access  to  a  series  of  mix- 
ers around  the  U.S.  Soon  sub- 
scribers to  Spark  Networks'  services  will  be 
able  to  attach  video  clips  to  their  profiles. 
Those  services — and  the  introduction  of  ad- 
vertising to  its  sites — will  help  Spark  Net- 
works offset  the  cost  of  staffing  its  busy  call 
center  ($2.8  million  in  2005)  and  buying 
search  ads  ($24  million  this  year).  The 
American  Stock  Exchange-listed  firm,  which 
has  accumulated  $45  million  in  losses,  is  ex- 
pected to  turn  a  profit  on  what  Wall  Street 
expects  will  be  $72  million  in  revenue  in  2006. 


Even  more  specialty  sites  are  planned. 
Siminoff  acquired  dating  oudets  for  Mor- 
mons and  African- Americans  when  he  pur- 
chased MingleMatch  of  Provo,  Utah  for  $12 
million  a  year  ago.  "I've  looked  at  golfing  sin- 
gles, redneck  singles,"  he  confides.  "But 
there's  a  big  difference  between  a  database  and 
a  community'' 

JDate,  the  company's  first  site,  was  cre- 
ated as  an  Internet  chatfest  in  1997.  When 
its  membership  grew  quickly,  its  founders, 
Joseph  Shapira  and  Alon  Carmel,  renamed 
the  company  MatchNet  and  went  public  on 
the  London  Stock  Exchange  in  2000.  They 
spent  loads  of  money  buying  thousands  of 
keyword  combinations,  hoping  that  ads  for 
the  sites  would  come  up  first  when  people 
used  search  engines  to  troll  for  dates.  But 
MatchNet  tanked  when  prices  for  words  like 
"dating,"  which  had  cost  only  67  cents  a  click 
in  2003  surged  in  late  2004  to  as  much  as 
$1.97.  Although  revenue  rose  300%  from 
2002  to  $65  million,  marketing  expenses 
soared  475%. 

In  August  2004  the  company's  forecast 
went  off  the  rails  and  MatchNet  had  an  un- 
expected loss.  Siminoff,  who  had  purchased 
100,000  shares  of  MatchNet  and  joined  the 
board  earlier  that  year,  was  asked  to  become 
chief  executive.  The  new  chief,  a  former  port- 
folio manager  at  Capital  Research,  slashed  the 
marketing  budget  by  $3  million  and  setded 
19  breach-of-contract  lawsuits.  Then  he 
tapped  Efficient  Frontier,  a  company  run  by 
his  wife,  Ellen,  to  create  algorithms  to  help 
Spark  Networks  decide  how  much  to  bid  on 
search  terms. 

Spark  Networks'  rivals  are  catching  on. 
A  growing  number  of  new  dating  sites  are 
aimed  at  small  groups  of  Web  flirts.  One 
caters  to  pet  owners.  Another  targets  dwarfs. 
Larger  competitors  are  also  expanding  their 
services.  Eharmony  gives  subscribers  a  400- 
question  personality  test  before  brokering 
meetings  between  potential  soul  mates.  It 
recendy  added  a  postdating  business  with  a 
12-step  relationship  course  that  costs 
$180.  Meanwhile,  Match.com  now  offers  a 
"Chemistry.com"  service,  supposedly  based 
on  the  science  of  brain  chemistry.  It  also 
peddles  offline  relationship  counseling. 

Siminoff  says  there's  plenty  of  business 
to  go  around.  "The  day  loneliness  is  stamped 
out,  we'll  have  to  retire,"  he  says.  "It  won't  hap- 
pen in  my  life."  F 
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Everyone  wants  to  be  fitted  like  they're  one  o 
message  to  suit  your  customers  individua 

Undoubtedly,  no  two  customers  are  exactly  alike.  Each  has  color  technology.  It  can  help  you  use  the  variable  dat; 

their  own  likes  and  dislikes.  To  get  their  attention  and  your  customer  database  to  tailor  messages  to  each  indi' 

reach  them  on  a  one-to-one  basis  you  need  Xerox  digital  customer's  taste.  This  kind  of  custom-fit  color  technc 


Xerox  color  printers 
multifunction  systems 
&  digital  presses 


xerox.com/color  1-800-ASK-XEROX  ext.  COLOR 
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DRUG  DELIVERY 


Easy  As 
Breathing 


A  SHARP  INJECTION  IS  THE  SIMPLEST  WAY  TO  GET  INSULIN 
into  the  body.  But  those  pricks  are  dreaded  daily  rituals  for  the 
4  million  diabetics  who  have  to  self-administer  the  drug 
before  each  meal.  The  prospect  of  replacing  the  needle  with  a 
painless  breath  of  insulin  has  tantalized  scientists  for  80  years. 
That  prospect  became  real  in  January 
when  U.S.  and  European  regulators  approved 
Exubera,  the  first  inhaled  form  of  insulin  for  use  by 
adult  diabetics.  Pharmaceuticals  giant  Pfizer  put  up 
more  than  $1  billion  to  fund  the  ten-year  clinical 
trials  for  the  drug  and  build  two  factories  to  prepare 
for  Exubera's  expected  launch  in  June. 

But  the  hard  work  of  inventing  a  powdered 
insulin  and  a  delivery  device  that  produces  relief  in  a 
whiff  was  done  by  a  determined  group  of  scientists 
and  engineers  at  Nektar  Therapeutics.  The  little- 
known  drug  company  in  San  Carlos,  Calif,  spent 
some  $500  million  and  14  years  to  perfect  the  drug 
and  the  device.  "Nobody  thought  you  could  do  this 
and  make  it  reliable,"  says  John  Patton,  chief  scien- 
tific officer  of  Nektar  and  a  cofounder.  "It  was  like 
being  the  first  party  to  cross  the  Sierra  Nevada — a 
long,  difficult  journey." 

The  final  product  is  deceivingly  simple:  a  col- 
lapsible, 10-inch-long,  hand-powered  inhaler  made 
of  plastic  and  metal  that  weighs  4  ounces.  Insert  a 
foil  pack  of  powdered  insulin  into  a  slot,  prime  the 
pump  with  a  lever  and  push  a  trigger  that  releases 
the  cloud  of  insulin  into  a  clear  plastic  chamber. 
Then  you  inhale,  no  needles  required. 

Please  turn  the  page  for  the  inside  story  by 
Kerry  A.  Dolan  on  how  the  inhaler  was  created. 


Pfizer's  new 
Exubera  insulin 
inhaler. 
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this  car  is  insured  fresh  daily. 


Can  an  unassuming  GPS  device  change  the  direction  of  an  entire  industry? 
It's  happening  now.  IBM  is  working  with  insurance  companies  to  deliver  a  new 
service,  "pay  by  the  mile"  insurance.  The  program  is  changing  centuries-old 
actuarial  processes;  better  yet,  it's  driving  growth  in  new  policies.  On  Demand 
Innovation  Services  are  among  the  many  IBM  capabilities  that  companies  are 
leveraging  to  make  themselves  unique.  Want  innovation  for  growth?  Talk  to  the 
innovator's  innovator.  Call  on  IBM.  To  learn  more,  visit  ibm.com/innovation 


what  makes  you  special? 


could  be  taken  orally. 

"    9  -    I   But  Patton  made  no  progress. 

'm  I  ^^^K         I  ike  insulin,  growth  hormone 

9  Bl^9  I  too  big  to  avoid  destruction  in  the 

^mr        ~^m*  Qne      patton  injected  liquid 

growth  hormone  into  a  rats  lungs 
and  was  amazed  at  how  well  the 
drug  was  absorbed.  He  convinced 
Genentech  in  1986  to  let  him  do 
more  research  on  the  method,  and 
the  company  applied  to  patent  the 
inhaled  delivery  of  growth  factors. 

But    in    1990  Genentech 
decided  to  focus  on  other  protein 
drugs   and   canceled  Patton's 
jesearch  project.  So  he  left  and  started  what  became  Nektar  Ther- 
peutics  with  Robert  Platz  of  the  Stanford  Research  Institute, 
jenentech  gave  them  a  license  to  its  patent,  excluding  use  for 
rowth  hormones.  They  picked  insulin  as  their  first  drug.  Their 
rst  inhaler  was  clunky,  the  size  of  a  coffeepot.  But  it  worked  as  a 
rop,  enabling  Patton  and  Platz  to  raise  $750,000  in  venture  fund- 
lg  in  1991. 

One  of  Nektar's  earliest  hires  was  Adrian  Smith,  a  mechanical 
ngineer  who  had  designed  ink-jet  printers  for  Hewlett-Packard 
nd  medical  devices  at  venerable  design  firm  IDEO.  Smith  helped 


ible 


riumph  of 

y  A.  Dolan 


recruit  an  all-star  group  from  diverse  backgrounds.  Davirould  end  up  clumping  the  powder. 
Lechuga-Ballesteros,  from  Mexico,  has  a  Ph.D.  in  pharmaceutic  tiny,  dry  insulin  particles  had  such  a 
and  experience  at  Abbott  Laboratories.  Combustion  scientist  Hef  their  mass  that,  like  popcorn  or  flour, 
man  Snyder,  who  relocated  from  Wisconsin,  had  worked  at  mg  air  pockets  and  inconsistent  doses. 
Caterpillar  subsidiary  designing  gas  turbine  engines.  James  Parkpmmon  in  the  welding  of  plastic  com- 
a  mechanical  engineer,  designed  equipment  to  make  intricately  agitate  the  hopper  so  that  particles 
packaged  items  like  electronic  components.  Carlos  Schuler,  froietering  chamber.  A  vacuum  pump 
Venezuela,  had  a  Ph.D.  in  fluid  mechanics  and  aerodynamics,  annber  sucks  the  powder  onto  a  type  of 
had  experience  working  with  NASA  and  analyzing  the  aerodynanjood  separation.  When  the  chamber  is 
ics  of  disk  drives  at  IBM.  pan,  the  doses  drop  into  the  foil 

Lechuga-Ballesteros'  group  hunted  for  a  recipe  for  driej 
insulin,  a  daunting  trick  because  insulin  is  biologically  active  onlforming  the  powder  into  an  aerosol 
in  a  liquid  state.  To  make  insulin  powder  that  could  be  safely  rehyt  scientist  Carlos  Schuler.  He  had  to 
drated,  they  had  to  find  ingredients  to  surround  the  molecule  tsy  enough  for  an  85-year-old  grandma 
prevent  it  from  turning  useless  in  its  dry  state— what  Lechugj  air  in  the  chamber  at  speeds  of  up  to 
Ballesteros  calls  "the  dough  that  surrounds  the  insulin  raisins."  ">1  comes  out  of  a  can  at  4mph.) 

His  group  first  looked  to  nature  for  inspiration,  using  studipne  year  and  80  computer  simulations 
of  the  biochemistry  of  organisms  that  survive  without  water:  50(  prototypes  of  the  airflow  valve.  The 
year-old  Chinese  lotus  seeds,  the  hardy  resurrection  plant  of  tfr.  A  user  primes  the  devices  pump  for 
Sonoran  desert  and  the  microscopic  tardigrade  creature.  All  ha\  delivers  the  pent-up  energy  in  a  twen- 
a  high  sugar  content  in  their  dry  states.  They  tried  adding  naturg  at  supersonic  speeds  an  airburst  that 
sugars  like  sucrose  and  raffinose  to  the  insulin.  That  didn't  worhe  chamber. 

After  experimenting  with  more  than  a  dozen  different  formula  the  extensive  clinical  trials  said  they 
tions,  drying  them  with  custom-made  machinery  and  heatirpver  injecting  it.  Few  had  any  idea  of 
them  in  ovens  to  test  shelf  life,  Nektar  hit  upon  a  successful  recipproduct  a  reality.  F 
that  mixes  insulin  with  glycine  (an  amino  acid),  citrate  (the  salt  i 
an  organic  acid  found  in  humans)  and  mannitol  (a  sugar  used 
intravenous  products). 

Freeze-drying  the  mixture  wouldn't  work  because  it  woul 
come  out  as  a  clumpy,  cakelike  substance.  The  particles  all  needs 
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SURGERY 


Balloon  Therapy 

What's  worse,  having  a  balloon  threaded  up  your  nose 

or  the  debilitating,  chronic  pain  of  sinusitis?  By  Mary  Ellen  Egan 


EACH  WINTER  JUDITH  CALETTI 
braced  herself  for  the  inevit- 
able: crippling  sinus  headaches 
followed  by  an  infection.  The 
62-year-old  former  nurse  from 
Menlo  Park,  Calif,  suffered  from  chronic 
sinusitis,  a  recurring  inflammation  of 
the  cavities  behind  the  eyes  and  nose 
commonly  caused  by  bacterial  or  viral 
infections.  Sinusitis  afflicts  37  million 
Americans  each  year. 

In  November  Caletti  suffered  one  of 
the  worst  bouts  of  her  life.  Despite  four 
courses  of  antibiotics  and  a  course  of 
prednisone,  three  months  later  her 
sinuses  were  still  inflamed. 

Stumped,  her  ear,  nose  and  throat  spe- 
cialist referred  her  to  Winston  Vaughan, 
surgeon  and  director  of  the  California 
Sinus  Institute  in  nearby  Palo  Alto. 
Caletti,  whod  heard  horror  stories  about 
the  scarring  and  failure  rates  common  to 
sinus  surgery,  was  reluctant  to  go  under 
the  knife.  But  Vaughan  had  another 
option  for  Caletti — a  new,  less  invasive 
procedure  called  balloon  sinuplasty. 

Caletti  underwent  the  two-hour  pro- 
cedure in  February.  Using  general  anes- 
thesia, the  surgeon  threaded  a  catheter  up 
her  nose,  expanded  a  tiny  balloon  and 
cleared  a  permanent  space  for  her  sinuses 
to  drain.  She  says  there  was  no  bleeding 
afterward  and  very  little  pain.  "If  I  had 
known  how  easy  this  was,  I  would  have 
had  this  done  earlier.  I've  never  felt  better," 
she  marvels. 

Balloon  sinuplasty  is  the  brainchild  of 
Joshua  Makower,  a  42-year-old  inventor 
who  holds  a  trifecta  of  degrees:  a  bachelor 

Up  your  nose  with  a  rubber  hose:  Joshua 
Makower  helps  sufferers  with  a  new  procedure. 
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Go  global. 


Georgia  is  your  connection  to  the  world.  A  place  where  companies  have  a  global  reach.  Home  to  the  world's  number  one 
airport— with  nonstop  flights  to  more  than  40  international  cities,  the  fastest-growing  port  on  the  East  Coast,  and  more 
than  1,600  internationally  owned  businesses,  Georgia  is  ready  to  help  your  company  do  business  with  the  world. 
Contact  the  Georgia  Department  of  Economic  Development  at  404.962.4006.  Visit  georgia.org.  Put  your  dreams  in  motion. 


Health  

of  science  in  mechanical  engineering  from 
MIT,  an  M.D.  from  New  York  University 
and  an  M.B.A.  from  Columbia.  Makower 
has  sold  two  medical  technologies  he 
developed  at  his  Menlo  Park  incubator. 
One,  for  incontinence,  was  a  ball-like 
device  used  to  prop  up  tissue  around  the 
urethra.  He  sold  that  to  C.R.  Bard  in  1997 
for  an  undisclosed  amount.  He  also  cre- 
ated a  set  of  catheters  that  bypass  blocked 
arteries  in  legs  and  sold  them  to  Med- 
tronic in  2003  for  $90  million. 

That  left  Makower  free  to  scout  for 
new  opportunities.  He  found  his  next 
venture  literally  under  his  nose. 
Makower  is  also  a  sinusitis  sufferer.  He 
has  tried  Flonase  and  over-the-counter 
medicines  like  Claritin  to  little  or  no 


and  out  a  tiny  passageway  called  an 
ostium,  through  which  the  mucus  drains 
into  the  nasal  cavity  and  down  the  back 
of  the  throat,  where  it  is  swallowed 
(unless  you  blow  your  nose).  When 
inflammation  from  allergies  or  infections 
swells  the  lining  of  the  sinuses,  the 
mucus  builds  up  behind  the  blocked 
ostia,  resulting  in  pressure  and  pain.  Peo- 
ple with  sinusitis  are  frequently  cursed 
with  narrow  passageways  that  clog  easily. 

When  Makower  examined  dozens  of 
computerized  tomography  scans  to  better 
understand  the  anatomy  of  the  sinuses, 
he  noticed  that  the  sinuses  "looked  like  a 
whole  bunch  of  little  arteries"  and  won- 
dered if  he  could  apply  the  techniques  of 
cardiac  angioplasty  to  the  sinuses.  "We 


blocked  ostium.  When  the  balloon  is 
inflated,  the  fragile  bones  of  the  passage- 
ways are  permanently  moved  aside  a 
millimeter  or  so  to  open  up  air  and 
mucus  flow.  This  surgery,  unlike  most 
sinus  surgeries,  leaves  the  mucosal  lining 
intact. 

In  June  2004  Makower  founded 
Acclarent  to  bring  the  sinuplasty  devices 
to  market.  The  company  raised  $42  mil- 
lion in  venture  capital  from  NEA  and 
Versant  Ventures.  The  Food  &  Drug 
Administration  granted  Acclarent 
approval  in  April  2005. 

So  far  balloon  sinuplasty  has  been 
performed  on  400  patients.  Howard 
Levine,  an  ear,  nose  and  throat  surgeon 
in  Cleveland,  claims  good  results  from 


avail.  Or  hed  get  antibiotics.  "I've  been 
on  them  so  many  times,  I  was  getting 
concerned  about  developing  antibiotic 
resistance,"  he  says. 

Makower  explored  the  possibility  of 
sinus  surgery,  but  doctors  have  told  him 
that  his  condition  isn't  bad  enough  to 
warrant  that.  "Surgery  is  pretty  invasive 
and  permanent,"  he  concedes.  During 
standard  endoscopic  sinus  surgery,  bone 
and  tissue  are  removed  in  order  to  open 
the  passageways,  and  this  can  result  in 
scarring  and  a  recurrence  of  sinusitis  in 
one-quarter  of  patients. 

The  sinuses  consist  of  four  symmet- 
rical sets  of  air-filled  bony  cavities 
located  in  the  forehead  and  cheeks  and 
adjacent  to  the  nose.  They  vary  from 
grape-size  (the  ones  between  the  eyes)  to 
as  big  as  a  lime  (those  behind  the 
cheeks).  Each  is  lined  with  tissue  called 
the  mucosa,  which  secretes  mucus  con- 
tinuously along  hairy  cells  called  cilia 


Opening  the  Ostium 

In  sinuplasty  surgery,  a  catheter-fed  guide 
wire  is  run  up  into  the  targeted  sinus.  A 
balloon  is  advanced  over  the  wire  and 
inflated  against  the  blocked  ostium.  Once 
the  balloon  is  removed,  the  bony  passages 
are  permanently  opened,  allowing  the 
sinuses  to  drain  properly. 

tend  to  think  of  sinusitis  as  an  infection 
but  we've  discovered  that  there's  a 
mechanical  basis  for  this,"  says  Makower. 

He  enlisted  John  Chang,  an  experi- 
enced catheter  engineer,  and  the  two 
began  experimenting  on  cadavers  to  fab- 
ricate the  right  equipment.  They  ended 
up  producing  a  flexible  catheter  tube 
that  goes  a  bit  of  the  way  up  the  nostrils, 
then  a  guide  wire  is  inserted  into  the  tar- 
geted sinus.  (In  live  patients  this  is  done 
via  an  endoscope  and  fluoroscope.)  A 
balloon  catheter  is  advanced  over  the 
guide  wire  and  positioned  against  the 


f 


25  patients.  "They  have  had  less  bleeding 
and  appear  to  have  a  quicker  recovery 
time,"  says  Levine.  So  far,  he  adds,  the 
balloon  technology  appears  to  result  in 
fewer  post-op  visits. 

For  now  the  evidence  is  anecdotal, 
but  Levine  and  nine  other  surgeons  are 
conducting  a  trial  with  115  patients  to 
determine  such  things  as  which  patients 
benefit  most  from  the  procedure  and 
what,  if  any,  claims  can  be  made  about 
recovery  and  healing  times. 

The  sinuplasty  devices  are  not 
reusable  and  cost  between  $1,200  and 
$1,500  per  procedure.  Medicare  coverage 
for  sinus  surgery  ranges  from  $4,000  to 
$6;800  but  may  not  include  the  cost  of  the 
devices.  Private  insurance  plans  that 
cover  conventional  sinus  surgery  are 
likely  to  cover  the  balloon  version,  too. 

Has  Makower  tasted  his  own  medi- 
cine? He  says  he  will  try  it  as  soon  as  his 
sinusitis  recurs.  F 
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HEADED  YOURS? 


For  125  years,  we've  put  ourselves  in  dire  situations  because  that's  where 

we're  needed.  In  the  face  of  often  impossible  conditions  we've  pressed 
tirelessly  on.  We  are  the  American  Red  Cross,  an  organization  of  volunteers 
who  give  our  time,  talent  and  strength  to  relieve  the  suffering  of  our 
neighbors  in  over  70,000  disasters  each  year. 

Serve  at  our  side.  Contact  your  local  American  Red  Cross 
in  this,  our  125th  anniversary  of  hope. 

JOIN   US    '  WWW.REDCROSS.ORG 
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Bay  Hill  No.  17 


"Arnie's  Tournament 
Gets  a  New  Name  . . . 

And  a  New  Charrmior 


n  the  eve  of  this  year's  Bay  Hill  Invitational  presented 
by  MasterCard,  PGA  TOUR  Commissioner  Tim 
Finchem  announced  that,  beginning  next  year,  the 
tournament  will  be  known  as  the  Arnold  Palmer 
Invitational  presented  by  MasterCard. 
"There  was  strong  sentiment  to  do  this,  and  in  the  end  we  deter- 
mined that  it  might  as  well  occur  sooner  rather  than  later,"  said 
Finchem.  "Arnold  has  been  the  face  of  the  tournament  for  a  number  of 
years,  and  it  makes  sense  that  it  bears  his  name  to  honor  his  countless 
contributions  to  the  tournament  and  the  PGA  TOUR." 
Palmer  was  noticeably  moved. 

"It  has  been  a  matter  of  great  pride  for  me  when  my  name  was  placed 
on  an  entity  of  one  sort  or  another  over  the  years,  but  I  can't  think  of 
anything  that  brings  me  more  pleasure  and  satisfaction  than  having  it  on 
the  tournament  that  has  meant  so  much  to  me  for  so  long,"  said  Palmer, 
whose  Arnold  Palmer  Hospital  for  Children  and  Women  in  Orlando 
benefits  from  the  tournament's  proceeds. 

Defending  his  title  next  year  will  be  Australian  Rod  Pampling,  who, 
along  with  South  Africa's  Ernie  Els,  is  one  of  the  only  two  international 
players  to  win  this  tournament,  which  dates  back  to  1966.  The  tourna- 
ment, part  of  the  new  FedEx  Cup  competition,  is  scheduled  between  the 
new  Tampa  Bay  Championship  and  the  World  Golf  Championships-CA 
Championship,  which  will  be  played  at  Miami's  Doral  Golf  Resort  &  Spa, 
a  host  of  PGA  TOUR  events  since  1962.  The  first  two  rounds  will  be  tele- 
vised by  The  Golf  Channel  while  the  weekend  rounds  can  be  seen  on  NBC. 

Pampling,  whose  only  previous  TOUR  victory  came  at  The 
INTERNATIONAL  in  2004,  edged  England's  Greg  Owen  by  a  stroke  in 
one  of  the  wilder  —  and  more  surprising  —  finishes  on  TOUR  this  season. 

Pampling  took  a  four-stroke  lead  into  the  final  round  on  one  of  the 
most  demanding  courses  the  players  face  all  year.  On  the  par-5  16th 
hole,  Owen  got  up  and  down  from  a  green-side  bunker  to  take 
a  one-stroke  lead,  and  when  Pampling  bogeyed  the  difficult  par-3  17th, 
Owen's  lead  increased  to  two  and  he  appeared  to  have  the  tournament 
locked  up.  The  key  word  there  is  "appeared." 
Facing  a  three-footer  for  par  on  the  same  hole,  his  ball  never 

threatened  to  drop. 


MasterCard's  support  helps  provide  vital  charitable 
contributions  to  the  Arnold  Palmer  Hospital  for 
Children  and  Women  in  Orlando. 


Master marx* 


His  concentration 
obviously  shattered, 
Owen  hurriedly  hit 
his  two- footer  for 
bogey,  only  to  watch 
in  stunned  disbelief 
as  that  putt  missed 
as  well. 

"It  was  one  of  those 
silly  mistakes  that  I'll 
be  remembered  for," 
said  Owen. 


On  the  home  hole,  Owen  hit  a  brilliant  bunker  shot,  leaving  himself  a 
footer  for  a  par  and  a  share  of  the  lead.  But  golf  can  be  a  cruel  game, 
Owen  felt  her  wrath.  His  putt  lipped  out  and  Pampling  was  the  winnei 

"Arnold  just  kind  of  looked  at  me  and  sort  of  went,  'Wow.'  And  th 
exactly  what  I  said  to  him,"  Pampling  said.  "It  was  one  of  those  times  w] 
you  don't  know  what  to  say  after  seeing  something  like  that  happen 

As  Arnold  Palmer  knows  only  too  well,  golf  is  a  game  of  constant  s 
prises  —  some  of  them  pleasant  . . .  and  some  of  them  not. 

BYTHE  NUMBERS  ...  

■  A  In  the  past  37  years,  there  has  been  only  one  wire-to-wire 
Vs^/  ner  of  the  Bay  Hill  Invitational  or  Florida  Citrus  Open.  In  1! 
Fred  Couples  held  the  outright  lead  after  each  round  of  the  PGAT 
event,  shooting  rounds  of  67-69-63-70  (269)  to  defeat  Gene  Sa 
by  nine  strokes. 

^\  The  number  of  players  in  their  40s  who  have  won  the  event, 
include  Ben  Crenshaw  in  1993  (41  years,  2  months,  10  d 
Arnold  Palmer  in  1971  (41  years,  6  months,  4  days),  Julius  Boros  in 
(47  years,  9  days)  and  Kenny  Perry  in  2005  (44  years,  7  months,  10  d 

^\  Consecutive  victories  by  Tiger  Woods  in  the  Bay  Hill  Invitati 
presented  by  MasterCard  from  2000  to  2003,  tying  the 
TOUR  record  for  consecutive  victories  in  one  event  with  Tom  Mori 
(British  Open),  Walter  Hagen  (PGA  Championship)  and  Gene  Sar 
(Miami  Open). 

The  2007  event  will  be  the  PGATOUR's  42nd  visit  to  Orl; 

for  the  Arnold  Palmer  Invitational  presented  by  MasterCa 
will  be  the  29th  stop  at  the  Bay  Hill  Club  and  Lodge.  Prior  to  arr 
at  Bay  Hill,  the  tournament  —  then  known  as  the  Florida  Citrus.C 
—  was  held  at  Rio  Pinar  Country  Club  from  1966  to  1978. 

#  ^\  The  course  record  at  Bay  Hill,  set  in  1981  by  Andy  Bean 
tied  by  Greg  Norman  in  1984. 
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Precious 


IT'S  THE  KIND  OF  RETURN 
investors  crave  and  hedge  fund 
managers  are  paid  outrageous 
fees  to  deliver:  1 1%  a  year,  unaf- 
fected by  the  gyrations  of  the 
stock  and  bond  markets.  But  you 
don't  have  to  hand  some  money 
manager  enough  cash  to  build  a  new 
wing  on  a  Greenwich  mansion  to  get 
this  type  of  performance.  Commodities 
futures  have  been  grinding  it  out  for 
decades,  often  seemingly  independent 
of  interest  rates,  market  crashes 
and  even  the  prices  of  commodities 
themselves. 

You  probably  thought  that  commodi- 
ties were  nothing  but  a  casino  game.  A 
place  to  double  your  money  in  copper  if 
you're  lucky  or  to  get  wiped  out  if  you're 


not.  Two  finance  professors,  however, 
have  evidence  that  commodity  futures 
are  not  merely  a  form  of  gambling  but 
an  extremely  useful  tool  in  a  diversified 
portfolio. 

Geert  Rouwenhorst  of  the  Yale 
School  of  Management  and  Gary  Gor- 
ton of  the  University  of  Pennsylvania's 
Wharton  School  pawed  through  44  years 
of  futures  prices  maintained  by  the 
Chicago-based  Commodity  Research 
Bureau.  An  important  distinction:  The 
profs  were  looking  not  at  spot  prices  but 
at  futures  prices — contracts  for  delivery 
of  commodities  one  to  three  months  in 
the  future.  Spot  prices  haven't  done  par- 
ticularly well  over  long  periods,  barely 
keeping  up  with  inflation.  But  futures 
contracts  have  delivered  handsome 


returns,  averaging  almost  1%  a  month 
since  1959. 

Why  the  difference?  Don't  futures 
and  spot  prices  eventually  have  to  con- 
verge? They  do,  but  there's  a  gain  to  be 
made  (on  average)  in  buying  a  portfolio 
of  futures  contracts  and  rolling  them  as 
they  mature.  Paradoxically,  it  is  possible 
to  make  money  investing  this  way  even 
during  a  time  when  spot  prices  are 
falling.  Between  1983  and  1994  the  spot  | 
price  of  oil  fell  53%.  Yet  someone  hypo- 
thetjcally  buying  futures  with  short-term 
maturities  during  this  bear  market  would 
have  made  a  cumulative  87%  return,  the 
professors  calculate. 

The  reason  for  the  positive  result  has 
to  do  with  a  strange  phenomenon  called 
backwardation.  John  Maynard  Keynes 
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ommodities 

Even  if  you  have  missed  the  run-up  in  copper,  oil  and  gold  so  far,  you  ought 
to  think  about  adding  hard  assets  to  your  portfolio.  Futures  give  you  a  kind  of 
diversification  you  can't  get  from  stocks  and  bonds  |  By  Daniel  Fisher 


\  studied  backwardation  in  the  1930s.  The 
topic  was  then  largely  ignored  by  aca- 
demic finance  experts,  until  Rouwen- 
horst  and  Gorton  published  a  paper  on 
the  subject  in  April. 

Backwardation  occurs  when  the 
futures  price  is  below  the  spot  price.  As 
of  Apr.  24  the  spot  price  of  crude  was 
$75.  But  you  could  buy  a  barrel  for  deliv- 

[i  pry  in  December  2007  for  only  $70.  If 
you  buy  the  future  barrel,  and  if  the  spot 
price  does  not  budge  over  the  next  20 
months,  then  you'll  make  $5  from  the 
price  gain.  You  will  also,  as  we  will 
explain  in  a  minute,  make  $5  or  so  from 
interest  income.  Not  bad:  a  $10  gain  on  a 
$70  investment,  during  a  time  when  the 
commodity  in  question  did  not  advance 
in  price. 


Why  are  sellers  willing  to  sell  future 
oil  at  a  bargain  price?  In  order  to  reduce 
risk.  Think  about  who  they  are.  Putting 
aside  the  speculators  who  step  in  the 
middle,  you'll  note  that  the  ultimate  sell- 
ers of  oil  for  delivery  next  year  are  oil 
producers.  An  oil  company  sinking 
money  today  into  an  offshore  well  needs 
to  recover  that  investment  in  later  years. 
What  if  the  price  of  oil  collapses?  It  could 
happen.  As  recently  as  2001  a  barrel  was 
worth  only  $18.  By  selling  oil  today  that 
won't  be  extracted  until  the  end  of  next 
year,  the  oil  producer  reduces  its  busi- 
ness risk.  People  on  the  buying  side  take 
on  the  risk.  They  should  be  compensated 
for  doing  so. 

Backwardation  is  rather  uncommon 
in  agricultural  commodities  and  is 


almost  never  seen  in  gold.  But  it's  com- 
mon in  industrial  commodities,  and  it 
enriches  futures  buyers. 

"A  spot  investor  has  to  feed  the  hogs 
and  insure  the  gold,"  Rouwenhorst  says. 
"We  don't  have  to  store  any  oil  here — 
we're  investing  in  financial  assets  that 
are  traded  in  deep  and  very  liquid 
markets." 

Now,  about  that  interest.  You  can 
speculate  in  commodities  with  very  lit- 
tle down,  but  in  our  hypothetical  exam- 
ple you  deposit  the  full  contract  amount 
with  your  broker.  The  $70  is  invested  in 
Treasury  bills.  You  would  pocket  the 
interest  earned  on  the  bills  as  well  as 
the  $5  price  appreciation.  Your  cumu- 
lative return  on  your  $70  would  be 
about  14%. 
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In  real  life  the  trading  is  a  little  more 
complicated.  If  the  trade  goes  against 
you  (the  futures  price  falls  from  $70  to 
$69),  the  fellow  on  the  other  end  of  the 
trade  collects  the  difference  out  of  your 
collateral;  if  it  goes  in  your  favor,  you 
pick  up  additional  cash  and  can  earn 
interest  on  that  temporary  gain. 

Ignoring  transaction  costs,  the  two 
professors  found  that  total  returns  over 
the  44-year  period  were  11%  a  year, 
compounded  monthly,  the  same  as  the 
Standard  &  Poor's  500  Index.  Of  that, 
about  5%  came  from  the  T  bills,  leaving 
a  commodities  "risk  premium"  of  6%, 
slightly  less  than  the  historic  risk  pre- 
mium on  stocks. 

Back  to  the  Futures 


should  do  wonders  to  reduce  volatility 
in  a  portfolio  without  hurting  returns 
very  much. 

Stocks  tend  to  have  a  "fat  tail"  on  the 
loss  side,  however,  meaning  they  are 
more  likely  to  lose  a  lot  than  to  make  a 
lot  in  extraordinary  periods.  In  the  worst 
5%  of  monthly  returns  for  stocks 
between  19-59  and  2004,  losses  averaged 
9%.  Futures  gained  an  average  of  1%  in 
those  same  months,  leading  Rouwen- 
horst  to  say  "commodities  futures 
investors  make  money  in  crashes."  (Dur- 
ing the  worst  5%  of  months  for  com- 
modities, their  losses  averaged  only  6%; 
however,  the  important  thing  is  not  so 
much  that  commodities  crash  less  but 


that  track  the  performance  of  a  basket 
of  futures  contracts.  One  well-estab- 
lished basket  is  the  Goldman  Sachs 
Commodities  Index,  which  is  tilted 
toward  energy  (73%).  The  Dow  Jones 
AIG  Commodity  Index  (Rouwenhorst  is 
a  paid  adviser)  is  structured  so  that  no 
one  group  (energy,  agricultural,  precious 
metals,  industrial)  can  make  up  more 
than  a  third  of  it. 

Over  five  years,  a  span  that  covers 
the  entire  recent  commodities  surge,  the 
Goldman  index  rose  an  annualized 
1 1.9%,  the  Dow  Jones  AIG  9.8%  and  the 
S&P  just  2.8%. 

Pimco's  CommodityRealReturn  Strat- 
egy Fund  has  the  biggest  share  of  the 


Owning  one  of  these  baskets  of  commodity  futures,  many  of  recent  vintage,  is  a  good  way  to  zig  when  stocks  zag. 


SEC 

TOTAL  RETURN 

MAXIMUM 

ANNUAL 

FUND 

INCEPTION 
DATE 

1-YEAR 

3-YEAR 
ANNUAUZED 

SALES 
CHARGE 

EXPENSES 
PER  $100 

CREDIT  SUISSE  COMMODITY  RETURN  STRATEGY-A 

12/30/2004 

4.9% 

NA 

3.00% 

$0.95 

DEUTSCHE  BANK  COMMODITY  INDEX  TRACKING1 

2/3/2006 

NA 

NA 

NA 

NA 

I  FIDELITY  STRATEGIC  REAL  RETURN 

9/7/2005 

NA 

NA 

no  load 

0.85 

MERRILL  LYNCH  REAL  INVESTMENT-A 

3/26/2004 

0.4 

NA 

5.25 

1.57 

I  OPPENHEIMER  REAL  ASSET-A2 

3/31/1997 

2.8 

20.2% 

5.75 

1.32 

PIMCO  COMMODITYREALRETURN-A 

11/29/2002 

1.7 

17.6 

5.50 

1.24 

|  POTOMAC  COMMODITY  BULL-INVESTOR 

2/1/2005 

-1.7 

NA 

no  load 

1.75 

1  DOW  JONES-AIG  COMMODITY  INDEX3 

1.9 

13.4 

1  S&P  500 

11.7 

17.2 

Performance  through  Mar.  31.  'Exchange-traded  fund.  This  fund  is  not  based  on  an  index  and  is  actively  managed.  Closed  to  new  investors,  investors 
can  invest  directly  in  this  index  if  they  have  opened  a  futures  account.  Returns  are  price  only. 
NA:  Not  available  or  not  applicable.  Sources:  Upper;  Morningstar;  Bloomberg. 


They  looked  at  almost  all  commodi- 
ties on  which  futures  were  available, 
starting  with  7  in  1959  and  ending  with 
36.  They  assumed  that  investors  kept 
equal  dollar  amounts  invested  in  all  the 
commodities.  So  if  copper  shot  up  in 
July,  the  investor  took  profits  out  of  cop- 
per at  the  end  of  the  month  and  redis- 
tributed it  to  gold  and  pork  bellies  and  so 
on  for  August. 

What's  the  point  if  commodities  earn 
around  what  stocks  do?  Its  all  in  the  tim- 
ing. Stock  and  commodities  returns  both 
resemble  bell-shaped  curves.  But  they 
are  poorly  correlated.  Unexpected  infla- 
tion, for  example,  hurts  both  stocks  and 
bonds,  but  it  tends  to  help  commodities. 
So  a  large  dose  of  commodity  holdings 


that  they  crash  at  different  times.) 

Lately,  of  course,  commodities  have 
been  on  a  tear.  In  the  past  two  years  the 
prices  of  both  crude  and  copper  have 
doubled.  But  that's  not  why  Rouwenhorst 
and  Gorton  are  advocating  the  sector. 
They  don't  have  any  formula  for  telling 
you  when  to  go  into  silver  or  out  of 
cocoa,  and  hiring  a  commodities  trader 
to  make  those  moves  would  defeat  the 
purpose.  All  they  are  saying  is  that  a 
long-term  investor  can  diversify  by  pur- 
chasing a  basket  of  commodities  to  bal- 
ance out  a  stock  portfolio. 

Now  mutual  funds  from  Pimco, 
Merrill  Lynch  and  a  handful  of  other 
firms  allow  individual  investors  to  par- 
ticipate in  this  market  through  indexes 


market,  with  $12  billion  in  assets.  It 
invests  in  a  portfolio  of  inflation-adjusted 
Treasurys  and  buys  derivatives  keyed  to 
the  Dow  Jones  AIG  Commodity  Total 
Return  Index.  Its  three-year  average 
annual  return  is  18%,  before  a  hefty  5% 
load.  Pimco's  expense  ratio  of  1.2%  is 
high  for  something  that  resembles  an 
index  fund. 

But  still,  as  a  diversification  away 
from  stocks,  Pimco's  and  the  other  com- 
modity funds  are  a  lot  cheaper  than 
hedge  funds.  "When  we  first  saw  the 
graph  [of  returns  on  futures],  we  were 
astounded,"  says  Rouwenhorst,  deputy 
director  of  the  International  Center  for 
Finance  at  Yale.  "This  is  what  hedge 
funds  are  trying  to  do." 
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YOU  SEE  HONG  KONG  SKYSCRAPERS. 
WE  SAW  A  GROUND  FLOOR  INVESTMENT  OPPORTUNITY. 


Templeton  fund  managers  spot  global  investment  opportunities  others  might  miss. 


|  In  1997,  when  investors  were  worried  about 
TErjnds°N    Cnina  s  assuming  control  of  Hong  Kong,  our 

|  fund  managers  had  the  foresight  to  increase 
their  holdings  in  a  Hong  Kong  property  development 
company.  This  smart  move  enabled  our  fund  shareholders 
to  participate  in  the  dynamic  building  boom  that  followed. 

Taking  advantage  of  global  investment  opportunities 
like  this  requires  a  unique  perspective.  One  that  comes 
from  having  offices  in  over  25  countries  and  on-the-ground 
analysts  utilizing  research  techniques  honed  for  over 
50  years. 


For  information  about  how  Templeton's  experience,  expertise 
and  perspective  might  benefit  your  portfolio,  see  your  financial 
advisor,  call  1-800-FRANKLIN  or  visit  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


TEMPLETON  WORLD  FUND 

Overall  Morningstar  Rating™  3/31/06-Class  A' 


★  ★★★ 


Overal 

Out  of  396  U.S.-domiciled  World  Stock  Funds 


Before  investing  in  Templeton  World  Fund,  you  should  carefully  consider  the  fund's  investment  goals,  risks, 
charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's  prospectus,  which  you  can  obtain 
from  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  does 
not  guarantee  future  results. 

Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty. 
Morningstar  Ratings  measure  risk-adjusted  returns.  The  overall  Morningstar  Rating™  for  a  fund  is  derived 
from  a  weighted  average  of  the  performance  figures  associated  with  its  3-,  5-  and  10-year  (if  applicable) 
rating  metrics. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


tSource:  Mr^MHKSOW £  3/31/06.  For  each  fund  with  at  least  a  3-year  history,  Morningstar*  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly  performance  (including 
the  effects  of  all  sales  charges),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a  Morningstar  Rating™  of  5 
stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a  fraction  of  one  fund  and 
rated  separately.)  The  fund  was  rated  against  396, 301  and  129  funds  and  received  Morningstar  Ratings  of  3, 3  and  4  stars  for  the  3-,  5-  and  10-year  periods,  respectively.  Morningstar  Rating™  is 
for  Class  A  shares  only;  other  share  classes  may  have  different  performance  characteristics.  ©2006  Morningstar,  Inc.  All  rights  reserved.  The  information  contained  herein  is  proprietary  to 
Morningstar  and/or  its  content  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete,  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for 
any  damages  or  losses  arising  from  any  use  of  this  information. 
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MONEY  MAN 


The  Other  Guy 
From  Omaha 

Shares  owned  by  Wally  Weitz's  funds  aren't  doing  so 
well  these  days.  So  buy  them  By  William  Heuslein 


WARREN  BUFFETT,  THAT 
deity  of  value  investing 
from  Omaha,  has  long 
counseled  patience  in 
the  stock  market.  Wal- 
lace Weitz,  a  lesser-known  Omaha  money 
manager  and  a  Buffett  acolyte,  needs 
investors'  patience  nowadays. 

Weitz's  largest  mutual  funds  have  been 
laggards  recently.  Since  Jan.  1,  2005  his 
two  main  funds,  Weitz  Value  and  Weitz 
Partners  Value,  have  delivered  cumulative 
returns  of  -0.5%  and  0.8%,  to  the  S&P 
500's  10.8%.  Impatient  investors  have 
yanked  $1.5  billion  out  of  Weitz  Value 
(now  with  $2.9  billion  in  assets)  and  $990 
million  out  of  Partners  Value  (now  $1.9 
billion).  And  that's  on  top  of  the  $840  mil- 
lion they  pulled  from  the  funds  in  2004. 

Wally  Weitz  is  philosophical.  "It  is 
impossible  to  earn  above-average  long- 
term  returns  without  being  willing  to  be 
out  of  step  with  the  market  from  time  to 
time,"  says  Weitz,  57,  a  plainspoken  guy 
with  a  penchant  for  plaid  shirts.  "These 
are  the  times  that  set  up  the  portfolios  for 
superior  long-term  performance."  As  Buf- 
fett has  put  it:  "You  can't  buy  what  is  pop- 
ular and  do  well." 

Weitz,  who  toyed  with  joining  the 
Peace  Corps  after  college  but  chose  Wall 
Street  instead,  moved  to  Omaha  in  1973. 
Working  for  brokerage  Chiles,  Heider  in 
the  1970s,  Weitz  met  Buffett  at  a  bridge 
game  and  attended  annual  meetings  of 
Buffett's  holding  company,  Berkshire 
Hathaway,  where  he  drank  in  the  great 
man's  wisdom.  "I  was  fortunate  enough  to 
have  caught  on  to  it  early,"  Weitz  says, 
referring  to  the  art  of  value  investing.  He 
bought  Berkshire  shares  at  $270  in  1979. 

Weitz  started  his  own  firm  in  1983. 
These  days  Buffett  hosts  dozens  of  stu- 
dent groups  who  come  to  Omaha  to  lis- 
ten to  him.  Some  of  them  also  visit 
Weitz's  shop.  "I'm  the  warm-up  act  for 
Warren,"  he  jokes. 

As  you'd  expect,  both  men  revere  Ben- 
jamin Graham  (1894-1976),  whose  phi- 
losophy, as  Buffett  says,  teaches  the  virtue 
of  "buying  $1  for  40  cents."  Since  Weitz 
and  Buffett  have  similar  investment  styles, 
they're  both  in  a  slump  of  late.  Berkshire 
Hathaway,  a  mutual-fund-like  assortment 
of  insurance,  candy,  jewelry  and  lots  of 
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other  companies'  stocks,  happens  to  be 
one  of  Weitz's  largest  investments.  It  is 
down  9%  from  its  high  two  years  ago. 

Weitz  and  Buffett  made  some  similar 
purchases  recently.  Both  Nebraskans 
added  new  positions  in  drooping  Wal- 
Mart  Stores  and  Tyco  International.  Just  as 
Buffett  does,  Weitz  buys  what  he  under- 
stands, not  what  is  hot.  You  won't  find  any 
Google  shares  in  his  portfolios.  Nor  any 
hot  energy  names.  Instead  you'll  see  some 
rather  cold  financial  and  media  stocks  and 
a  big  wad  of  cash  (now  13%  of  assets  at 
Value  and  10%  at  Partners  Value,  down 
from  as  high  as  34%  and  30%,  respec- 
tively, last  year).  Buffett,  to  the  vexation  of 
some  investors,  also  is  sitting  on  a  moun- 
tain of  cash  and  bonds  (50%  of  Berkshire's 
market  value),  waiting  for  better  opportu- 

Beloved  Outcasts  


Weitz  out  of  the  energy  sector,  which  has 
been  the  place  to  be  over  the  last  couple  of 
years?  An  unwillingness  to  compromise 
his  price  discipline.  Weitz  is  also  wary  of 
tech  names  in  a  Buffettesque  way  because 
he  thinks  it's  difficult  to  predict  the  .consis- 
tency and  stability  of  their  cash  flows. 

Financial  services  make  up  35%  of 
Weitz's  assets;  one  of  his  largest  holdings  is 
scandal-ridden  Fannie  Mae.  The  govern- 
ment-backed mortgage  titan  played 
games  accounting  for  its  derivatives.  Fan- 
nie, he  says,  is  "a  stock  a  lot  of  people  don't 
want  to  be  seen  with."  Since  2004,  when 
the  questionable  financial  dealings  came 
to  light,  the  stock  has  fallen  from  $80  to 
$52.  To  Weitz  the  troubles  are  "fixable." 

Mortgage  company  Countrywide 
Financial  is  another  unloved  stock.  This 


New  York  Attorney  General  Eliot  Spitzer 
chased  Maurice  Greenberg  out  of  the  chair- 
man's office.  Among  Greenberg's  supposed 
sins  was  booking  cash  obtained  from  a  Berk- 
shire Hathaway  unit  as  premium  revenue 
rather  than  as  a  loan.  The  resulting  stink  is 
part  of  the  reason  Berkshire's  stock  is  off. 

"Old  media,"  at  17%  of  Weitz's  assets, 
constitute  his  second-largest  sector.  He  rec- 
ognizes that  ad  dollars  are  moving  to  the  In- 
ternet but  believes  that  investors  have  over- 
reacted. "As  the  Coneheads  might  say  on 
Saturday  Night  Live,  they  generate  mass1 
quantities  of  free  cash  flow,"  says  Weitz. 
Meaning:  Broadcasters  and  newspapers 
produce  cash  from  operations  well  in  excess 
of  capital  oudays  for  new  antennas  and  print- 
ing presses.  Washington  Post  Co.  is  among 
his  biggest  holdings  (Buffett,  by  the  way, 


Value  investor  Wally  Weitz  likes  these  stocks,  seeing  virtues  in  them  that  Wall  Street  does  not.  Most  are  pretty  cheap. 


PRICE 


COMPANY/INDUSTRY 

RECENT 

52-WEEK 
HIGH 

P/E 

PRICE/ 
BOOK 

COMMENTS 

BERKSHIRE  HATHAWAY/insurance 

$86,800 

$91,200 

16 

1.5 

has  $44,000  in  cash  and  bonds  per  share 

COMCAST/cable  operator 

28.43 

32.69 

69 

1.5 

best-managed  cable  company 

COUNTRYWIDE  FINANCIAL/mortgage 

37.96 

40.31 

9 

1.8 

mortgage  market  is  still  growing 

FANNIE  MAE/mortgage 

51.80 

61.66 

7 

2.3 

market  has  overreacted  to  accounting  issues 

LIBERTY  GLOBAL/broadband  distribution  svcs 

20.44 

27.35 

NM 

1.2 

misunderstood  company  is  very  cheap 

LIBERTY  MEDIA/entertainment 

8.41 

9.06 

NM 

1.2 

restructuring  will  unlock  great  asset  values 

REDWOOD  TRUST/REIT 

41.37 

55.13 

5 

1.1 

excellent  at  judging  credit  risk 

TYCO  INTERNATIONAL/!  materials 

26.55 

32.25 

17 

1.6 

in  midst  of  successful  turnaround 

WAL-MART  STORES/retailing 

45.54 

50.87 

17 

3.6 

double-digit  earnings  growth  ahead 

WASHINGTON  POST/publishing 

743.50 

900.00 

23 

2.7 

generates  lots  of  free  cash  flow 

Prices  as  of  Apr.  24.  NM:  Not  meaningful.  Sources:  Weitz  Funds;  Reuters  Fundamentals  via  FactSet  Research  Systems. 


nities,  and  Weitz  notes  that  it  rarely  pays 
to  bet  against  Buffett. 

Over  time  Weitz  has  proved  his  own 
doubters  wrong.  He  has  logged  an  impres- 
sive 14%  annual  return  over  the  past  ten 
years  in  each  fund,  4.8  percentage  points 
better  than  the  S&P.  One  or  both  of  the 
funds  have  appeared  on  the  Forbes  Honor 
Roll  for  each  of  the  last  six  years. 

Like  Buffett  or  Graham,  Weitz  aims  to 
buy  parts  of  companies  at  a  discount  to 
what  an  informed,  rational  acquirer  would 
pay  for  the  whole  thing  if  he  were  planning 
to  keep  it  forever  and  wanted  to  earn  a 
12%-to-15%  annual  return.  He  tries  to 
look  out  ten  years  or  more.  What  keeps 


time  the  culprit  is  the  end  of  the  refinanc- 
ing boom  that  will  presumably  come  as 
interest  rates  climb.  Overlooked,  says 
Weitz,  is  that  Countrywide  has  a  sizable 
business  servicing  the  loans  and  that  this 
business  is  countercyclical  to  mortgage 
origination.  When  rates  rise,  origination 
revenue  falls,  but  the  servicing  portfolio  is 
more  valuable  because  fewer  mortgages 
are  prepaid.  The  mortgage  mar- 
ket should  keep  growing  at  7%  to 
8%  yearly,  he  says. 

Value  investors  pounce  on 
stocks  beaten  down  by  bad  news. 
Last  year  Weitz  bought  into  Amer- 
ican International  Group  after 


owns  18%  of  it),  with  free  cash  last  year  ot 
$285  million  on  revenue  of  $3.6  billion.  Ad 
revenue  is  weak,  but  the  Kaplan  education 
unit  is  doing  fine. 

Weitz  funds  don't  charge  sales  loads. 
Annual  expenses  are  moderately  low  at 
1.1%  and  yearly  portfolio  turnover  is  on 
the  low  side — 40%  for  the  Value  Fund, 
36%  for  Partners  Value.  F 
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The  difference  between  being 
listened  to  and  being  und 


At  UBS,  our  financial  advisors  have  a  distinct  ability  to  listen,  but  more 
importantly,  a  commitment  to  understand.  Because  it's  only  when  we've 
heard  and  understood  your  deepest  aspirations  that  we  create  the  financial 
solutions  to  help  you  realize  them.  Solutions  backed  by  one  of  the  world's 
leading  wealth  and  asset  managers,  and  one  of  the  world's  premier  investment 
banks.  Discover  what  it  means  to  be  heard.  You  &  Us.  www.ubs.com 
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A  people-ready 
business  bets 
on  its  most 
important  asset. 

Every  one  of  them. 


©  2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  "Your  potential.  Our  passion."  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  Unit< 
and/or  other  countries. 


Is  your  business  a  people  J_ ready  business? 


People.  They  can  solve  probiems  before  they  happen.  Invent 
new  ways  to  do  business.  And  build  strong  relationships  with 
your  customers  and  partners.  They  know  your  business  inside 
and  out— what's  working  and  what's  not.  They're  the  robust, 
scalable,  cutting-edge  business  solution  you've  had  all  along. 


Your  people  are  your 
greatest  advantage,  but  only 
if  you  help  make  them  ready. 
How?  By  giving  them  the  tools 
and  technology  they  need  to 
get  the  job  done.  And  software 
is  at  the  heart  of  all  of  this. 

Step  one  is  cultural. 

The  key  to  building  a  people- 
ready  business  starts  with 
investing  in,  relying  on,  and 
caring  about  your  people's 
impact  on  your  business.  Are 
they  empowered  to  make 
front-line  decisions?  Do  they 
have  the  ability  to  share  and 
collaborate  across  the  organization?  Do  they 
have  the  resources  they  need  to  turn  plans 
into  actions? 

Step  two,  make  them  ready. 

Once  you've  bet  on  the  culture  to  deliver,  they 
need  tools  powerful  enough  to  make  it  happen. 
Computers  and  phones  and  swivel  chairs, 
sure.  But  more  important  is  the  engine  that 


Without  people, 
where  would  innovation 
come  from? 


drives  all  that  technology — 
the  kind  of  software  you  use. 
With  the  right  software,  your 
people  are  ready.  Software 
that  connects,  informs,  and 
empowers  them.  Software 
that's  easy  to  learn,  easy  to 
use,  easy  to  integrate,  easy  to 
deploy.  Software  developed  for 
people.  Microsoft®  software. 

Does  it  work? 

Ask  Tommy  Hilfiger.  "We  focus 
our  efforts  on  empowering 
our  people — getting  them 
the  resources  they  need  to 
succeed,  to  get  the  job  done." 
In  a  company  that  depends  on  quickly  bringing 
a  steady  stream  of  new  ideas  to  market,  it's  a 
focus  that  pays  off. 

That's  a  people-ready  business:  people,  sup- 
ported by  culture,  succeeding  on  the  shoulders 
of  software.  And  when  you  do  that  for  your 
people,  there's  no  stopping  them.  Learn  more 
at  microsoft.com/peopleready 


Microsoft 


?  By  Patricia  Huang 


IN  LIFE,  RADIO  DISC  JOCKEY  ROBY 
Yonge  was  pretty  weird.  Best  known 
for  propagating  on-air  the  "Paul  is 
dead"  rumor  about  Beatles  member 
Paul  McCartney  in  1969,  he  believed 
in  life  on  other  planets  and  was  obsessed 
with  discovering  the  mythical  lost  city  of 
Atlantis.  Now,  nine  years  after  his  death, 
Yonge's  family  has  found  the  storied  city 
for  him — in  name,  at  least — and  plans  to 
make  it  his  final  resting  place.  Under  con- 
struction 3  miles  off  the  coast  of  Key  Bis- 
cayne,  Fla.,  Atlantis  Memorial  Reef  is  an 
underwater  graveyard  and  scuba  attrac- 
tion that  will  open  in  July,  and  eventually 
hold  the  remains  of  up  to  80,000  people 
whose  families  are  willing  to  pay  between 
$900  (sharing  space  with  others  in  a  base) 
and  $250,000  (for  a  custom  18-foot  sculp- 
ture in  bronze,  limestone  or  concrete). 
You  can  get  a  20-square-foot  family  mau- 
soleum, with  four  columns  and  two  lin- 
tels, for  only  $50,000. 

This  Disneyland  for  the  dead  is  the 
curious  fixation  of  Gary  Levine,  58,  who 


Trying  to  make  waves:  Gary  Levine  (left)  and 
Kim  Brandell,  who  is  helping  to  design  what 
may  be  the  ultimate  retirement  community. 
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used  to  build  docks  and  seawalls  but  is  a 
bit  new  to  the  burial  business.  Once  it's 
complete,  the  site  will  span  15  acres  of 
ocean  floor  and  consist  of  five  concentric 
circles,  based  loosely  on  an  account  of 
Atlantis  in  Plato's  dialogue  Timaeus. 
Levine  has  planned  40  themed  areas, 
including  love,  education,  the  military  and 
the  zodiac,  all  overseen  by  a  bronze  dis- 
play of  winged  lions  and  three  dolphins 
pulling  a  chariot  of  the  Greek  sea  god, 
Poseidon.  Tacky?  Even  Levine  has  limits. 
"We're  not  making  a  bust  of  someone's 
wife  or  their  German  shepherd,"  he  insists. 
"If  someone  wanted  diamond  eyeballs  we 
wouldn't  do  that,  either." 

Who  would  back  such  a  kooky  ven- 
ture? Levine,  who  owns  47%  of  his  After- 
Life  Services,  isn't  naming  names  but  says 
a  dozen  investors  coughed  up  $350,000  in 
toto  toward  the  $10  million  construction 
cost.  A  colleague  arranged  a  $200,000 
bank  loan,  and  Levine  scraped  together 
another  $250,000  between  his  own  sav- 
ings and  those  of  friends.  The  startup 
capital  was  enough  for 
him  to  get  through  the 
arduous  permit  process 
and  launch  a  small  mar- 
keting effort. 

Like  many  a  caprice, 
this  one  came  about  during 
a  sunset  stroll  on  the  beach. 
Levine  told  a  friend, 
"When  I'm  gone  I  want  to 
be  in  the  water  with  the  fish."  That  got  him 
researching  reef  burial  sites.  You  can  find  at 
least  one  outfit  working  offshore,  with  sites 
from  New  Jersey  to  Texas  (California  and 
Oregon  have  no  provisions  for  man-made 
reefs),  that  mixes  cremated  remains  with 
cement  for  burial  among  artificial  reefs 
made  of  junked  parts  of  steel  bridges,  sunken 
barges  and  leftover  construction  debris. 
Levine  wanted  more,  so  he  recruited  an  old 
sculptor  friend,  Kim  Brandell,  who  designed 
the  steel  globe  outside  Trump  International 
Hotel  in  Manhattan's  Columbus  Circle.  The 
two  sketched  out  something  similar  to  the  set 
of  James  Cameron's  The  Abyss,  the  1989 
underwater  sci-fi  thriller. 

But  where  to  locate?  Levine  needed  a 
wide,  level  and  coral-less  stretch  of  ocean 
floor  deep  enough  for  tall  sculptures  but 
sufficiently  shallow  to  allow  sunlight, 


plants  and  recreational  divers.The  site  also 
had  to  meet  a  Coast  Guard  requirement  of 
25  feet  of  clearance  from  the  tops  of  struc- 
tures to  the  water  surface.  An  ideal  spot  in 
Miami-Dade  County  turned  up.  Levine 
found  an  eager  advocate  in  Brian  Flynn,  a 
manager  in  charge  of  reef  projects  for  the 


Don't  look  for 
busts  of  German 
shepherds:  the 
Lost  City  duo; 
Brandell's  designs 
for  Atlantis. 


county,  who  was  impressed  by  the  detailed 
renderings,  cost  breakdowns  and  time 
lines.  Atlantis  got  an  okay  in  January  2005. 
Levine  plunked  down  $84,000  to  engage  a 
marine  engineering  firm. 

Not  so  fast.  Within  a  month  or  so  the 
U.S.  Army  Corps  of  Engineers  began  ques- 
tioning the  unusual  proposal.  A  30-day  pub- 
lic notice  period  was  set,  and  everyone  piled 
on — the  Environmental  Protection  Agency, 
U.S.  Fish  &  Wildlife  Service,  Florida  Fish  & 


Wildlife  Conservation  Commission,  De 
ment  of  Environmental  Protection, 
bureaucracy  was  just  running  wild  an 
questions  just  kept  coming,"  says  Le 
"There  were  times  when  discussions 
little  heated,"  recalls  Audra  Livergo< 
fishery  biologist  with  the  National  Oo 
&  Atmospheric  Administration.  "I  coi 
believe  there  could  be  a  project  like  tha 
still  skeptical  about  its  habitat  value."  V\ 
Atlantis  interfere  with  any  natural  fish 
tat?  The  point  was  debated  for  monthsl 
Levine  offered  ocular  proof  there'd  t 
problem — four  hours  of  underwater  v 
coordinates  logged  along  the  way  via) 
"What  did  we  see  that  whole  time?  Nc 
single  fish,"  Levine  says. 

But  without  the  requisite  peil 
Levine  couldn't  raise  any  more  mon) 
solicit  customers.  That  didn't  stopj 
completely.  He  sank  $180,000  into 
fiberglass  and  rubber  for  casting  thei 
crete  structures,  until  the  funds  st 
drying  up  last  November.  When  the 
mits  still  hadn't  been  approved  by  De 
ber,  even  that  work  groaned  to  a 
"These  were  painful  months,  and  'paj 
is  a  gentle  way  to  describe  it,"  says  L< 
who  had  to  lay  off  a  receptionist,  a  gij 
designer  and  an  event  organizer.  N 
time,  he  continued  to  print  brochure 
business  cards  and  to  spam  politiciai 
support.  A  part-time  chief  i 
cial  officer  and  a  Web  desi 
worked  without  pay,  and  h 
a  divorced  father  of  four,  sa 
gave  his  kids  an  IOU  for  C 
mas.  He  himself  lived  oni 
rowed  money  the  first  two 
of  the  startup  and  took  a  $2 
salary  only  last  year. 

The  waiting  game  f 
ended  in  January,  when  the 
Corps  issued  the  permit  t 
county.  Levine  raised  another  $30 
from  investors.  He  is  meeting  with  ft 
homes,  beginning  with  those  in  Fl 
offering  a  20%  commission. 

Levine  insists  he  can  make  this 
project  work.  AfterLife,  he  says,  will! 
even  after  14  months  or  less  of  open 
on  revenue  of  $3.3  million.  The: 
least  one  thing  in  his  favor.  More  A 
cans  are  choosing  cremation — 30% 
2.4  million  people  who  died  in  2004. 
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used  to  build  docks  and  seawalls  but  is  a 
bit  new  to  the  burial  business.  Once  it's 
complete,  the  site  will  span  15  acres  of 
ocean  floor  and  consist  of  five  concentric 
circles,  based  loosely  on  an  account  of 
Atlantis  in  Plato's  dialogue  Timaeus. 
Levine  has  planned  40  themed  areas, 
including  love,  education,  the  military  and 
the  zodiac,  all  overseen  by  a  bronze  dis- 
play of  winged  lions  and  three  dolphins 
pulling  a  chariot  of  the  Greek  sea  god, 
Poseidon.  Tacky?  Even  Levine  has  limits. 
"We're  not  making  a  bust  of  someone's 
wife  or  their  German  shepherd,"  he  insists. 
"If  someone  wanted  diamond  eyeballs  we 
wouldn't  do  that,  either." 

Who  would  back  such  a  kooky  ven- 
ture? Levine,  who  owns  47%  of  his  After- 
Life  Services,  isn't  naming  names  but  says 
a  dozen  investors  coughed  up  $350,000  in 
toto  toward  the  $10  million  construction 
cost.  A  colleague  arranged  a  $200,000 
bank  loan,  and  Levine  scraped  together 
another  $250,000  between  his  own  sav- 
ings and  those  of  friends.  The  startup 
capital  was  enough  for 
him  to  get  through  the 
arduous  permit  process 
and  launch  a  small  mar- 
keting effort. 

Like  many  a  caprice, 
this  one  came  about  during 
a  sunset  stroll  on  the  beach. 
Levine  told  a  friend, 
"When  I'm  gone  I  want  to 
be  in  the  water  with  the  fish."  That  got  him 
researching  reef  burial  sites.  You  can  find  at 
least  one  outfit  working  offshore,  with  sites 
from  New  Jersey  to  Texas  (California  and 
Oregon  have  no  provisions  for  man-made 
reefs),  that  mixes  cremated  remains  with 
cement  for  burial  among  artificial  reefs 
made  of  junked  parts  of  steel  bridges,  sunken 
barges  and  leftover  construction  debris. 
Levine  wanted  more,  so  he  recruited  an  old 
sculptor  friend,  Kim  Brandell,  who  designed 
the  steel  globe  outside  Trump  International 
Hotel  in  Manhattans  Columbus  Circle.  The 
two  sketched  out  something  similar  to  the  set 
of  James  Cameron's  The  Abyss,  the  1989 
underwater  sci-fi  thriller. 

But  where  to  locate?  Levine  needed  a 
wide,  level  and  coral-less  stretch  of  ocean 
floor  deep  enough  for  tall  sculptures  but 
sufficiently  shallow  to  allow  sunlight, 


plants  and  recreational  divers.The  site  also 
had  to  meet  a  Coast  Guard  requirement  of 
25  feet  of  clearance  from  the  tops  of  struc- 
tures to  the  water  surface.  An  ideal  spot  in 
Miami-Dade  County  turned  up.  Levine 
found  an  eager  advocate  in  Brian  Flynn,  a 
manager  in  charge  of  reef  projects  for  the 
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county,  who  was  impressed  by  the  detailed 
renderings,  cost  breakdowns  and  time 
lines.  Atlantis  got  an  okay  in  January  2005. 
Levine  plunked  down  $84,000  to  engage  a 
marine  engineering  firm. 

Not  so  fast.  Within  a  month  or  so  the 
U.S.  Army  Corps  of  Engineers  began  ques- 
tioning the  unusual  proposal.  A  30-day  pub- 
lic notice  period  was  set,  and  everyone  piled 
on — the  Environmental  Protection  Agency, 
U.S.  Fish  &  Wildlife  Service,  Florida  Fish  & 


Wildlife  Conservation  Commission,  De 
ment  of  Environmental  Protection, 
bureaucracy  was  just  running  wild  an< 
questions  just  kept  coming,"  says  Le 
"There  were  times  when  discussions 
little  heated,"  recalls  Audra  Livergoc 
fishery  biologist  with  the  National  Oc< 
&  Atmospheric  Administration.  "I  coij 
believe  there  could  be  a  project  like  thai 
still  skeptical  about  its  habitat  value."  Vv 
Atlantis  interfere  with  any  natural  fish ) 
tat?  The  point  was  debated  for  months 
Levine  offered  ocular  proof  there'd  b 
problem — four  hours  of  underwater  v1 
coordinates  logged  along  the  way  viai 
"What  did  we  see  that  whole  time?  Nol 
single  fish,"  Levine  says. 

But  without  the  requisite  per 
Levine  couldn't  raise  any  more  monj 
solicit  customers.  That  didn't  stop 
completely.  He  sank  $180,000  into 
fiberglass  and  rubber  for  casting  the 
crete  structures,  until  the  funds  sta 
drying  up  last  November.  When  the1 
mits  still  hadn't  been  approved  by  De^ 
ber,  even  that  work  groaned  to  a 
"These  were  painful  months,  and  lpaj 
is  a  gentle  way  to  describe  it,"  says  Le) 
who  had  to  lay  off  a  receptionist,  a  gd 
designer  and  an  event  organizer.  M 
time,  he  continued  to  print  brochures 
business  cards  and  to  spam  politician 
support.  A  part-time  chief  fi 
cial  officer  and  a  Web  desii 
worked  without  pay,  and  Le 
a  divorced  father  of  four,  sai 
gave  his  kids  an  IOU  for  CD 
mas.  He  himself  lived  on 
rowed  money  the  first  two 
of  the  startup  and  took  a  $2< 
salary  only  last  year. 

The  waiting  game  fij 
ended  in  January,  when  the  / 
Corps  issued  the  permit  to 
county.  Levine  raised  another  $30fl 
from  investors.  He  is  meeting  with  fu 
homes,  beginning  with  those  in  Fid 
offering  a  20%  commission. 

Levine  insists  he  can  make  this  i 
project  work.  AfterLife,  he  says,  will  l 
even  after  14  months  or  less  of  open 
on  revenue  of  $3.3  million.  Then 
least  one  thing  in  his  favor.  More  An 
cans  are  choosing  cremation — 30%  c 
2.4  million  people  who  died  in  2004. 
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Executive  Guide  to  Meetings 


_  Bringing 

Meetings 

TOLIFE 

Spa-ing  and  golf  outings  help 
companies  achieve  their  meeting  goals. 


By  Curtis  Rist 

When  creating  a  successful  corporate  event,  professional  planners  often  utilize  powerful  tools 
that  can  help  a  company  achieve  its  objectives.  Those  tools  involve  the  careful  use  of  activities, 
particularly  golf  and  spa  outings,  that  lie  outside  the  routine  agenda. 

"The  point  of  a  business  meeting  obviously  isn't  just  to  go  to  the  spa  or  play  a  round  of  golf," 
says  Dennis  Edwards,  senior  vice  president  of  the  Greater  Fort  Lauderdale  Convention  &  Visitors) 
Bureau,  which  represents  all  of  the  more  than  600  hotels  in  the  area.  "But  those  activities 
can  very  much  hammer  home  the  point  that  you  are  trying  to  achieve." 


Golf's  Enduring  Appeal 

Golf  can  help  build  a  sense  of  teamwork,  as  well  as  provide 
the  ultimate  forum  for  networking,  which  make  it  far  and 
away  the  most  popular  activity  at  any  executive  meeting, 
conference  or  corporate  retreat.  The  time  spent  in  a  golf  cart 
or  walking  the  links  provides  an  unparalleled  opportunity 
for  people  to  come  together  to  talk  about  business.  "Instead 
of  a  few  minutes  on  a  telephone  call  or  a  few  hours  seated  in 
a  conference  room,  suddenly  people  are  brought  together  in 
ways  that  allow  them  to  converse  for  hours,"  says  Edwards. 
"It's  well  suited  to  the  goals  of  the  corporate  meeting."  The 
main  challenge  in  adding  golf  to  an  agenda  is  to  create 
events  that  bring  everyone  of  various  skill  levels  together, 
which  is  something  that  a  professional  meeting  planner  can 
help  devise. 


The  Rising  Popularity  of  Spas 

An  increasingly  popular  alternative  to  golf  is  a  trip  to  the  sp 
which  offers  many  of  the  same  advantages  as  golf  in  terms 
networking  in  a  compressed  time  frame.  "It  only  takes  an  hour  I 
so  to  get  a  massage,  yet  it  still  ranks  as  a  great  incentive  for  execi 
tives,"  says  Edwards.  As  a  result,  the  popularity  of  spas  has  growl 
steadily  among  meeting  planners  —  as  have  the  number  of  luxi 
ry  spa  locations.  In  Fort  Lauderdale,  for  instance,  a  dozen  ne 
spas  have  opened  up  in  recent  years,  including  The  Elizabei 
Arden  Red  Door  Spa,  as  well  as  The  Spa  at  the  BroadwaL 
Hollywood  Beach  Marriotts  newly  opened  spa.  These  facilitl 
allow  the  spa-going  experience  to  be  a  group  activity,  in  whic 
attendees  go  for  private  treatments,  but  gather  together  for  lunc 
or  a  snack  when  they're  done.  "It's  an  ideal  networking  tool  tha 
every  bit  as  good  as  golf,"  says  Edwards. 


Web  Directory 

Greater  Fort  Lauderdale  CVB/Broward  County 
www.sunny.org/meetingplanners 
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The 

Impatient 

Ghosn 

Carlos  Ghosn  pulled  a  twofer:  He  now  runs  both 
Nissan  and  Renault,  deploying  a  sense  of 
urgency — and  no  fear  of  flying.  By  Joann  Muller 

IT  IS  MONDAY  MORNING  EN  TOKYO,  AND  CARLOS  GHOSN  IS  GETTING  A  LITTLE 
agitated  He  has  spent  the  past  half  hour  in  a  conference  room  enduring  a  dense 
PowerPoint  pitch,  and  that's  a  long  time  for  the  hardest- working  man  in  the  brutally 
competitive  global  car  business.  Since  2001  Ghosn  has  been  chief  executive  of  Nissan 
of  Japan,  engineering  a  breathtaking  turnaround,  and  a  year  ago  he  added  the  title  of 
chief  of  Renault  of  France. 
The  pitch  comes  from  a  bright  young  Japanese  marketer  in  a  power  suit  who  leads  a 
team  trying  to  stop  new-model  sales  from  petering  out  soon  after  their  debut  in  Nissans 
home  market.  He  concludes  by  saying  the  dealer  sales  force  is  overwhelmed  with  informa- 
tion on  37  different  models,  and  he  recommends  more  training,  then  bows  deeply,  await- 
ing the  chairman's  response. 

Ghosn  springs  forward  in  his  chair  and  all  but  pounces.  "I've  had  250  presentations  on 
sales  and  marketing  in  the  last  three  years.  What  is  done?  Why  is  it  never  done?"  he  says. 
He  wonders  why  it  took  a  special  task  force  to  arrive  at  such  a  commonsense  solution.  "I'm 
so  sad  our  own  management  is  not  able  to  come  up  with  such  ideas.  I'm  so  sad." 

The  room  goes  awkwardly  silent  Steven  Wilhite,  the  American  in  charge  of  Nissan's 
worldwide  sales  and  marketing  mounts  a  defense:  "We've  created  a  sales-and-marketing 
machine  in  Japan  that  runs  like  a  factory — it  cranks  out  stuff,  but  it  doesn't  question.  This 
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Could  He  Make  It  a  Triple  Play? 


"1 


Carlos  Ghosn  met  three  times,  in  three  countries,  with  FORBES  Detroit  Bureau  Chief  Joann  Muller.  Here  are  excerpts 

from  some  of  those  conversations. 


Q:  At  both  Nissan  and  Renault  you  are 
preaching  a  sense  of  urgency  even  though 
neither  one  is  in  crisis  right  now.  Why? 
A:  I'm  anticipating  the  problems,  putting 
them  on  the^able  and  fighting  them  before 
they  happen.  One  advantage  is  that  you  are 
always  on  fop  of  the  situation.  The  disad- 
vantage is  that  at  a  certain  moment  people 
don't  believe  you  anymore.  They  think  you 
are  fabricating  the  crisis,  that  the  crisis  is  ar- 
tificial. But  it's  part  of  corporate  history,  and 
particularly  in  the  car  industry,  that  if  you 
wait  too  long  to  face  the  problem,  you  are 
going  to  face  a  tragedy.  This  tragedy  could 
be  the  complete  collapse  of  the  company,  or 
it  will  require  a  very  heavy  turnaround  in 
order  to  make  it. 

Q:  Is  that  whaf  s  wrong  with  Detroit 
automakers— they  let  problems  fester? 
A:  Any  company  that  finds  itself  in  this  situa- 
tion where  it's  going  through  heavy 
restructuring  has  obviously  missed  a  lot  of 
signals  before  that  something  was  wrong 
and  needed  to  be  fixed. ...  My  perfect  illus- 
tration was  Nissan. ...  The  more  you  wait 
for  a  problem  to  be  solved,  the  more  casual- 
ties you  are  going  to  have  to  accept,  and 
the  more  risk  at  the  outcome. 

Q:  It  sounds  like  you  don't  have  too  much 
sympathy  for  U.S.  automakers? 

A:  Well,  it's  not  a  question  of  sympathy.  I 
have  a  lot  of  sympathy,  and  we  have  a  very 


good  relationship. ...  I  think  it's  a  question, 
really,  of  reality.  That  in  a  certain  way  you 
may  have  fabricated  the  conditions  that  you 
are  complaining  about  today. 

Q:  Do  you  think  Detroit  is  permanently 
broken? 

A:  I  don't  think  so.  There  is  nothing  which 
cannot  be  fixed. 

Q:  Do  you  see  the  day  where  you  could 
expand  the  Renault-Nissan  alliance  to 
include  a  North  American  company? 

A:  Why  not?  We've  always  said  the  al- 
liance is  not  an  individual  company.  By  defi- 
nition, it's  a  way  of  working  for  companies 
that  remain  autonomous,  have  their  own 
strategy  and  management  and  sharehold- 
ers, even  though  there  are  some  common 
interests. 

Q:  Wouldn't  it  be  the  ultimate  feather  in 
your  cap  to  walk  in  and  solve  the  problems 
at  General  Motors  or  Ford? 

A:  (laughter) 

Q:  It  would  cement  you  forever  as  a  legend 
in  the  automotive  industry.  You  must  crave 
that,  don't  you? 

A:  Uh,  I'm  afraid  that  my  ambitions  are 
lower  than  what  you  are  describing.  I  don't 
think  I'm  looking  to  become  anything  other 
than  a  good  person  making  a  difference  at 
whatever  he's  participating  in,  and  being  re- 
spected by  the  people  he's  leading.  And  if  I 


can  keep  [this]  until  the  day  I  decide  to  re- 
tire, I'll  be  happy. 

Q:  Bill  Ford  tried  to  hire  you  at  Ford  Motor 
Why  did  you  turn  him  down? 

A:  I  never  comment  on  speculation  or  inte 
pretation.  But  obviously,  for  every  human 
being,  it's  much  better  when  you  feel  like 
people  would  like  to  have  you  on  their' 
team  rather  than  try  to  avoid  you. 

Q:  You  are  the  CEO  of  two  companies — arn 
you  paid  two  CEO  salaries? 

A:  Yes,  well,  sure,  because  imagine  a  situa- 
tion where  the  shareholders  say,  "My  ceo 
doesn't  get  compensation  from  my  com- 
pany, so  maybe  he's  not  working  as  hard  f< 
my  company  as  he  is  for  the  other  com- 
pany." So  obviously,  it's  natural  and  norma  i 
when  you  keep  the  two  companies  separa- 
and  autonomous  that  you're  going  to  get 
compensation  from  both  companies  and 
each  one  is  following  the  rules  and  culture 
of  that  particular  company. 

Q:  Do  you  ever  feel  that  either  company  is 
not  receiving  the  full  benefit  of  your  leade 
ship  because  you  have  to  split  your  time? 
Maybe  you  should  get  a  prorated  salary? 

A:  Usually  the  ceo  is  not  paid  as  a  functior 
of  their  time,  because  you  have  a  lot  of 
CEOs  putting  in  a  lot  of  time  for  their  com 
pany  and  getting  miserable  results.  I  don't 
think  shareholders  want  to  pay  the  CEO  as 


is  an  opportunity  to  dismantle  the  machine  and  reallocate  the 
resources."  But  Ghosn  is  unswayed.  "After  six  months,  you  come  to 
this  conclusion?"  he  prods.  He  dismisses  the  meeting,  and  another 
task  force  sets  up  for  the  next  presentation.  All  the  while  Ghosn  keeps 
his  steely  gaze  fixed  uncomfortably  on  his  marketing  chief. 

"Ghosn  is  absolutely  tenacious  in  fighting  complacency  and  the 
notion  that  we  are  in  good  shape,"  Wilhite  says  later,  unscathed  and 
unoffended.  "We  are  not  in  good  shape.  We  are  fragile." 

Fragile?  Maybe  in  1999,  when  Nissan  had  to  be  rescued  by 
Renault,  which  paid  it  $5  billion  for  a  37%  stake  and  dispatched 
Ghosn,  then  one  of  Renault's  top  executives,  to  Tokyo  for  a  turn- 
around. Nissan  had  posted  a  total  $10.5  billion  in  losses  since 
1992.  It  had  amassed  $19  billion  in  debt  and  had  lost  almost  two 
points  of  market  share  in  that  time,  dwindling  to  4.9%  world- 
wide. Ford  and  DaimlerChrysler  turned  down  a  chance  to  step 
in,  and  former  Chrysler  vice  chairman  Robert  Lutz— now  GMs 
vice  chairman — likened  a  Nissan  bailout  to  sinking  $5  billion  in 
gold  bullion  to  the  bottom  of  the  ocean. 

But  Nissan  A.C. — after  Carlos — is  anything  but  fragile.  He 
restored  profits  in  2000  and  cut  debt  in  half  in  two  years,  a  year  ear- 


lier than  promised.  Today  Nissan  has  a  profit  margin  (before  taxes 
and  interest)  of  9.2%,  highest  in  the  industry.  In  the  lethal  U.S.  mar- 
ket, where  makers  scrap  to  gain  a  tenth  of  a  point  in  market  share, 
Nissan  and  its  Infrniti  luxury  brand  have  picked  up  nearly  two  and 
a  half  points,  rising  to  6.3%  since  Ghosn  took  over.  For  the  year  ended 
Mar.  3 1  Nissan  put  up  $7.7  billion  in  income  before  taxes  and  interest 
on  10%  sales  growth,  to  $83  billion.  Nissan  stock  has  tripled  in  New 
York  trading  since  Ghosn  arrived,  while  the  S&P  500  Index  is 
unchanged.  Even  then  Ghosn  found  reason  to  worry:  Nissans  mar- 
gin of  earnings  before  interest  and  taxes  slid  by  eight-tenths  of  a  point, 
and  quality,  while  improved,  is  still  not  where  it  should  be. 

Ghosn  functions  as  if  collapse  lurks  around  the  next  corner.  He 
is  fueled  by  a  sense  of  crisis  and  urgency,  mixed  with  impatience  and 
passion,  as  he  runs,  simultaneously,  two  of  the  largest  car  compa- 
nies in  the  world.  At  Nissan  he  preaches  vigilance  and  the  risk  of 
getting  complacent;  at  Renault,  where  he  took  the  chief  executive 
title  in  April  of  last  year,  he  imbues  the  ranks  with  a  sense  of  being 
in  danger  as  they  try  to  remake  a  profitable  but  mediocre  company 
into  a  great  one. 

A  week  after  enduring  the  PowerPoint  pitch  in  Tokyo,  Ghosn 
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keep  up  on  business  details 

makes  a  speech  to  Nissans  500  senior  execs,   wnile  juggling  official  duties  at 
j  imploring  them  to  keep  pushing.  "We  risk  get-   Nissan's  P|ant  in  the  U.K. 
i  ting  caught  in  the  cyclical  trap  so  common  in  our  industry'  he  tells 
I  them,  his  words  amplified  via  closed-circuit  TV  to  employees  around 
i  the  world.  "Success  breeds  complacency  and  sometimes  arrogance," 
i  he  intones,  warning  of  "blindness  and  repetitive  mistakes."  "Each  time, 
I  at  the  bottom  of  the  cycle,  people  wonder,  'What  happened  to  us?"' 
That  evening  Ghosn  heads  home  to  his  Tokyo  apartment.  His 
iwife  of  21  years,  Rita,  and  three  of  his  four  children  reside  in  Paris 
(the  fourth  attends  Stanford  University).  He  has  a  quiet  meal  and  a 
shower,  but  instead  of  packing  it  in  for  the  night,  he  packs  a  bag  and, 
as  midnight  approaches,  heads  to  the  airport  to  board  a  private  jet. 
Twelve  hours  later,  at  8:30  a.m.  Paris  time,  he  slides  behind  his  desk 
in  the  chief  executive  suite  at  Renault  to  begin  another  long  day. 

No  other  auto  executive  has  ever  attempted  such  a  double 
backflip,  and  this  two-timing  stunt  was  Ghoshs  idea.  He  works 
65  hours  a  week  at  it,  plus  48  hours  a  month  in  the  air,  flitting 
among  three  continents.  (For  this  he  pockets  two  distinct  pay 
packages:  $2.1  million  from  Renault  and  at  least  that  much  at 
Nissan.)  Ghosn  travels  150,000  air  miles  in  a  year,  deploying  old- 


fashioned  elbow  grease  and  new  tech  (e-mail,  videoconfer- 
encing) to  monitor  a  far-flung  empire. 

FORBES  in  recent  weeks  caught  a  glimpse  of  How  Carlos  Does 
It,  following  him  at  public  and  private  gatherings  in  Tokyo,  the  U.K., 
Paris  and  New  York.  Always  in  a  rush,  he  relies  on  decisiveness  and 
delegation,  yields  to  consensus  when  it  is  passionate  and  embraces 
an  impending  sense  that  everything  could  go  awry  if  he  lets  up  for 
even  a  moment.  The  traits  on  display  may  offer  lessons  for  Detroit 
as  U.S.  carmakers  reel  from  losses,  slack  demand  and  the  costs  of 
health  care  and  retirement. 

Nissan  and  Renault  have  combined  sales  of  $132  billion  a  year, 
net  income  of  $8.6  billion  and  9.3%  in  market  share.  Were  they 
fully  merged — they  remain  distinctly  separate  despite  sharing  a  chief 
executive  and  such  tasks  as  purchasing,  tech  networks  and  some 
car  chassis,  engines  and  transmissions — the  amalgam  would  be  the 
fourth-largest  carmaker  on  the  planet.  It  would  rank  ahead  of  Volks- 
wagen and  DaimlerChrysler  and  trail  only  General  Motors,  Toy- 
ota and  Ford  (and  GM  and  Ford  are  in  deep  trouble,  racking  up 
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Carlos  Ghosn 


combined  losses  of  $9.8  billion  in  North  America  last  year). 

Ghosn,  in  fact,  explicitly  says  the  Renault-Nissan  alliance  some- 
day could  be  expanded  to  include  a  North  American  carmaker.  Per- 
haps one  in  dire  need  of  a  revival?  In  the  last  five  years  he  report- 
edly twice  turned  down  feelers  to  run  Ford.  What  he  might 
accomplish  at  a  Ford  or  a  GM,  and  how  he  might  do  it,  could  be  a 
thrilling  prospect. 

"You  don't  want  to  fight  the  battles  when  you  are  in  the  worst 
position,"  he  says.  "What  I'm  trying 
to  explain  at  both  Nissan  and  Renault 
is  that  we  have  to  choose  the  moment, 
and  we  have  to  choose  the  field  and 
we  have  to  choose  the  circumstances 
in  which  to  fight  the  battles.  If  not,  it 
will  take  us  much  more  energy  and 
resources  to  get  the  same  outcome — if 
we  get  it." 

Ghosn,  52,  is  an  industry 
superhero  for  yanking  Nis- 
san from  the  precipice  of 
bankruptcy  and  turning  it  around 
in  just  two  years.  In  Japan  a  160- 
page  comic  book  celebrates  his  success.  "When  I'm  walking  with 
him,  I  feel  like  I'm  walking  with  a  demigod,  especially  in  Japan," 
says  Jean-Baptiste  Duzan,  Renault's  corporate  controller.  "People 
will  touch  his  clothing  as  if  to  cure  an  illness." 

Born  in  Brazil  to  Lebanese  parents — his  father,  Jorge,  worked  in 
the  airline  industry  and  was  constandy  on  the  road,  just  as  Carlos 
is  now — Ghosn  (  rhymes  with  "own")  moved  with  his  mother  and 
siblings  to  Lebanon  when  he  was  6  and  excelled  at  a  Jesuit  school 
there.  He  speaks  four  languages  and  holds  engineering  degrees  from 
two  prestigious  French  universities.  After  graduate  school  in  Paris 
he  joined  Michelin  Group,  the  French  tiremaker,  in  1978.  In  the  mid- 
1980s,  when  he  was  barely  30,  Michelin  dispatched  him  to  fix  its 
troubled  South  American  operations.  Until  then  Brazil's  runaway  in- 
flation had  been  blamed  for  the  unit's  problems.  But  Ghosn  spotted 
something  else:  cultural  barriers  and  stubborn  fiefdoms  that  kept  em- 
ployees from  communicating  with  one  another. 

To  break  down  the  barriers  he  assigned  people  who  might 
otherwise  never  speak  to  one  another— say,  French  engineers 
and  Brazilian  purchasing  managers — to  work  together  on  the 
divisions  problems.  The  cross-functional  concept,  which  would 
become  a  tenet  of  Ghosn's  management  style,  worked  brilliantly, 
putting  the  South  American  business  in  the  black  in  two  years. 

In  1988  Ghosn,  then  35,  was  rewarded  with  the  job  of  running 
Michelin's  North  American  operations,  overseeing  a  merger  two  years 
later  (with  Uniroyal-Goodrich)  that  doubled  its  size.  In  1996  Ghosn 
jumped  to  Renault,  where  then  chief  Louis  Schweitzer  needed  his 
help  to  cut  costs  and  reverse  heavy  losses.  Ghosn's  controversial  over- 
haul, which  included  closing  a  factory  in  Belgium  and  laying  off  3,200 
workers,  prompted  headlines  labeling  hirn  "Le  Cost  Killer."  It's  a  nick- 
name he  still  despises. 

Three  years  later  Nissan  put  out  a  call  for  help,  and  Renault 
stepped  in  with  $5  billion— and  Carlos  Ghosn.  Nissan's  president, 


Stronaer  Toaether 


Renault  and  Nissan  are  separate  companies,  but  they 
share  a  chief  executive,  along  with  engines,  transmis- 
sions and  vehicle  platforms.  Together,  they  would  be 
the  world's  fourth-largest  automaker. 


NISSAN 


RENAULT 


Yoshikazu  Hanawa,  was  still  the  highest-ranking  executive,  but 
Ghosn  clearly  was  in  control,  arriving  with  1 7  Renault  managers 
and  having  them  fan  out  across  the  company  to  challenge  the 
ways  it  had  always  operated.  Later  Hanawa  bowed  out  gracefully, 
and  he  is  now  honorary  chairman. 

One  of  Ghosn's  first  moves  at  Nissan  was  a  shocker:  He  decreed 
that  English,  not  Japanese,  would  be  the  official  language  of  the  Tokyo 
company,  and  he  made  it  known  that  managers  who  learned  Eng- 
lish would  advance  faster  than  those 
who  spoke  only  Japanese.  He  also  re- 
cruited talented  outsiders,  luring 
Shiro  Nakamura,  a  senior  designer  at 
Isuzu  Motors  for  25  years,  to  come  put 
some  pizzazz  into  Nissan's  boring 
lineup  of  cars. 

"We  were  pushing  people  very 
hard,"  designing  more  than  ten 
new  models  per  year,  plus  five  or 
six  concept  cars,  Nakamura  recalls. 
Ghosn  did  his  part  by  never  dally- 
ing on  a  final  design  decision. 
"Every  meeting,  a  decision  was 
made,"  says  Nakamura.  "There's 
nothing  worse  than  delaying  a  decision.  It's  not  motivating." 

Ghosn  upended  many  Japanese  conventions.  Convinced  Nissan 
was  paying  more  for  components  than  its  competitors  were,  he  broke 
up  the  company's  cozy  supplier  keiretsu  and  cut  out  half  of  Nissan's 
1,100  vendors.  He  closed  five  plants  in  Japan  and  eliminated  21,000 
jobs,  despite  the  country's  fiendishly  protective  employment  laws. 
Surprisingly,  the  Japanese  didn't  put  up  much  of  a  fight;  Nissans  near- 
death  experience  left  them  little  choice. 

Ghosn  vowed  to  put  Nissan  back  in  the  black  within  a  year  and 
to  achieve  a  4.5%  profit  margin  before  interest  and  taxes  and  slash 
Nissan  debt  by  half  in  three  years.  Running  a  year  ahead  of  sched- 
ule, he  then  set  plans  in  2002  to  accelerate  Nissan's  growth  and 
position  it  among  the  world's  most  profitable  automakers. 

Around  the  same  time,  however,  Renault's  Schweitzer  told  Ghosn 
he  wanted  him  to  return  to  France  to  run  Renault  after  Schweitzer 
retired  in  2005.  Ghosn  balked.  "It  was  too  early'  the  Nissan  chief 
says.  "I  told  him  the  only  way  it  would  work  is  if  I  was  CEO  of  both 
companies."  Done.  On  Apr.  29,  2005  Schweitzer  stepped  aside. 

Renault  isn't  nearly  as  bad  off  as  Nissan  was  in  1999.  Last  year 
it  earned  $1.6  billion  before  interest  and  taxes  on  $49  billion  in 
revenue.  That  is  a  margin  of  3.2%,  one-third  that  of  Nissan; 
Ghosn  aims  to  double  it  in  three  years.  He  also  vows,  by  then,  to 
boost  annual  car  sales  by  800,000  to  3.3  million.  To  do  that 
Renault  needs  to  expand  beyond  its  European  base  and  improve 
quality  to  match  the  world's  best. 

These  days  Ghosn  typically  spends  the  first  week  of  every  month 
in  Paris,  focusing  solely  on  Renault,  and  the  third  week  in  Japan, 
preoccupied  with  Nissan.  In  between  he  bounces  from  continent  to 
continent  in  his  Gulfstream,  checking  on  various  operations  of  both 
companies.  (He  personally  oversees  Nissans  North  America  busi- 
ness, where  60%  of  the  company's  profits  are  generated.)  To  keep 
things  straight  he  carries  two  agendas  in  his  briefcase:  one  for  Nis- 
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When  you  do  business  in  more  than  60  countries,  you  learn  the  value  of  diversity. 


Each  day  Cargill  does  business  in  food,  nutrition,  agriculture  and  supply  chain  management.  With  more 
than  100,000  employees  in  60  countries  around  the  world,  our  work  in  such  diverse  communities  has 
made  us  very  aware  of  the  importance  of  diversity.  We've  learned  that  no  one  has  a  monopoly  on  good 
ideas  and  that  they  can  come  from  anyone,  anywhere.  We're  committed  to  employee  and  supplier 
diversity  because  we  know  it  adds  value  to  what  we  do  for  our  customers ...  as  well  as  promoting 
prosperity  in  communities  everywhere.  For  more  information,  visit  Cargill.com 
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Nourishing  Ideas.  Nourishing  People: 


ur  workday  neveT^nds.  I'm  not  saying  our  jJSoTple  don't  go  home  or  have"fives.  But  ending 
the  workday  here  doesn't  stop  our  best  thinking  from  moving  forward  somewhere  else. 

Dynamic  Networking  from  AT&T  enables  collaboration  around  the  world.  And  around  the  clock. 
So  Alan's  company  is  always  ahead  of  market 


dules  and  the 


Carlos  Ghosn 


san  and  one  for  Renault.  When  he's  in  Paris, 
if  an  urgent  problem  arises  at  Nissan,  his  staff 
knows  to  reach  him  early  in  the  morning, 
Paris  time;  but  this  rarely  is  necessary. 
"When  I  leave  Paris,  headed  for  Tokyo,  I'm 
already  on  Nissan  business,"  Ghosn  says. 

The  flight  between  Paris  and  Tokyo  is 
Ghoshs  sanctuary,  where  he  can  take  time 
out  to  think.  He  catches  up  on  e-mail  and 
makes  midair  phone  calls  as  he  transitions 
from  one  job  to  the  other.  "When  you  are 
alone,  it's  a  great  time  for  critical  analysis," 
he  says.  "You  never  have  this  kind  of  time 
alone  in  the  office  or  at  home." 

Ghosn  relies  on  an  executive  committee 
of  six  people  at  Renault  and  seven  at  Nissan 
to  help  him  set  strategy  and,  more  impor- 
tant, to  execute  his  plans  while  he  is  away. 
Instead  of  bogging  down  decision  making, 
Ghosn's  absence  tends  to  speed  it  up.  "We 
know  decisions  will  be  made  in  the  third 
week  of  the  month,  so  we  try  to  move  faster 
and  pull  things  ahead  if  we  can,"  says  Nis- 
san's chief  operating  officer,  Toshiyuki  Shiga 
He  runs  the  company  from  day  to  day,  yet 
even  he  gets  only  one  hourlong  meeting  with 
Ghosn  each  month. 

On  a  chilly,  overcast  Friday  in  mid- 
March,  Ghosn,  on  Renault  duty  in  Paris, 
boards  his  jet  and  touches  down  less  than  an 
hour  later  in  Newcastle,  England  to  visit  a 
Nissan  plant  40  minutes  away  in  Sunderland. 
He  dives  into  meetings  with  plant  managers 
and  squeezes  in  a  quick  tour  of  a  retooled 
assembly  line  where  the  new  Nissan  Note,  a 
European  subcompact,  has  just  started  pro- 
duction. Then  he  hurries  off  to  greet  British 
Prime  Minister  Tony  Blair,  who  has  arrived 
to  celebrate  a  milestone:  The  plant  just 
exported  its  3-millionth  car. 

Ghosn  hasn't  been  to  the  Sunderland  fac- 
tory in  almost  four  years,  and  Colin  Dodge, 


How  About  a  Pricey 
French  SUV? 


Can  Carlos  Ghosn  really  transform 
Renault,  a  sleepy  maker  of  modest  Euro- 
pean cars,  into  a  premium  luxury  brand? 

Right  now  50%  of  the  company's  profits 
come  from  sales  of  the  Megane,  a  com- 
pact hatchback.  Within  the  next  four  years 
Renault  will  launch  26  models,  including 
eight  luxury  cars  priced  above  $34,000.  It'll 
also  add  premium  SUVs,  crossovers,  four- 
by-fours  and  niche  vehicles. 

But  as  Volkswagen  learned  with  its 
doomed  $67,000  Phaeton,  taking  a  main- 
stream brand  upscale  isn't  easy.  And  if 
Renault  thinks  it  can  compete  with  BMW 
or  Mercedes,  it'll  have  to  do  better  than 
the  odd-looking  Vel  Satis,  a  $48,000 
sedan  that  fell  far  short  of  sales  expecta- 
tions. (At  least  Ghosn  does  his  part  to 
prop  up  sales;  he  is  chauffeured  around 
in  one  in  France.) 

Renault  has  other,  more  realistic  growth 
prospects.  The  Logan — a  simple,  reliable 
car  built  by  its  Romanian  unit,  Dacia — is  a 
hit  in  many  developing  markets,  and  by 
2010  Renault  plans  to  build  1  million 
Logans  in  eight  countries.  And  Renault 
expects  most  of  its  growth  to  come  out- 
side of  the  stagnant  western  European 
market. 

One  place  it's  not  looking  to  expand:  the 
U.S.  — J.M. 


A  few  hours  later,  in  a  question-and- 
answer  session  with  250  employees,  Ghosn 
tells  them  it's  okay  to  feel  confident  and  un- 
certain at  the  same  time.  "These  days  every- 
body is  worried  about  the  future.  It's  not  good 
enough  to  say  we're  better  than  we  were  be- 
fore. If  you  improve  by  3%  but  competitors 
are  improving  by  5%,  you're  actually  becom- 
ing less  competitive." 

By  midafternoon  Ghosn  is  back  in  the 
air,  on  his  way  to  Oxford  University.  The  flight 
lasts  barely  30  minutes,  just  long  enough  for 
him  to  quaff  a  bottle  of  Healthya,  a  green  tea 
concoction.  Never  mind  any  purported 
health  benefits,  he  simply  likes  the  taste;  he 
keeps  cases  of  the  stuff  on  hand  at  all  times. 

At  Oxford  Ghosn  presents  a  gift  of  $2.7 
million  from  Nissan  to  fund  a  Japanese  stud- 
ies program  and  then  turns  to  one  of  his 
favorite  activities — meeting  with  a  group  of 
graduate  students.  When  one  student  asks 
why  Nissan  lags  behind  Toyota  in  new 
hybrid  vehicles,  Ghosn  shoots  back  "When 
you  have  technology  that  costs  $6,000  but 
the  customer  is  willing  to  pay  $2,000,  you 
have  a  problem.  . . .  We  are  not  ready  to 
mass-market  a  technology  where  you  are 
losing  your  shirt  on  every  car." 

After  a  brief  reception,  where  he  drinks 
sparkling  water  while  others  consume  cham- 
pagne, Ghosn  returns  to  Paris,  but  only  for 
the  night.  On  Saturday  morning  he  flies  off 
to  Beijing,  arriving  Sunday  morning,  to  visit 
the  joint  venture  that  Nissan  has  set  up  with 
China's  Dongfeng  Automotive  to  make 
commercial  trucks. 

On  Monday  morning  in  Paris  the  phone 
rings  on  the  desk  of  Christian  Vandenhende, 
the  Renault  manager  whose  benchmarking 
research  on  global  sourcing  Ghosn  had  cited 
in  the  Sunderland  meeting  on  Friday.  The 
call  is  from  Dominique  Thormann,  an  exec 


senior  vice  president  of  industrial  operations 
for  Nissan  Europe,  is  eager  to  update  him  on  efforts  to  boost  pro- 
ductivity, improve  quality  and  protect  profits  against  currency  fluc- 
tuations. But  halfway  through  Dodge's  hourlong  presentation  Ghosn 
stops  him  dead.  Dodge's  proposed  purchasing-cost  reductions  fall 
short.  Don't  just  benchmark  European  companies'  supply  chains — 
look  at  what  Renault  is  doing  in  India,  where  its  new  factory  has 
opened  the  door  to  many  new  low-cost  suppliers.  You  need  to  see 
the  new  research  that  Renault  has  developed  to  optimize  global  sourc- 
ing, Ghosn  tells  him. 

For  Dodge,  who  had  believed  his  original  target  was  particularly 
ambitious,  it  was  an  eye-opener.  Ghosn  "has  a  perspective  on  the 
global  car  industry  that  very  few  people  have,"  Dodge  says. 


at  Nissan  Europe.  "Mr.  Ghosn  wants  you  to 
present  your  research  at  the  next  Nissan  Europe  management  com- 
mittee meeting  on  Apr.  10,"  he  says,  and — boom! — it  is  done.  Says 
Dodge:  "When  he  sees  something  of  high  value,  he  tends  to  deploy 
it  to  both  companies  very  quickly' 

Ghosn  spends  a  day  and  half  in  China  and  heads  to  Tokyo,  where 
on  Tuesday  he  announces  the  sale  of  most  of  Nissan's  19%  stake  in 
Nissan  Diesel  to  a  rival,  Volvo  AB.  Volvo  will  now  work  with  Nis- 
san and  Dongfeng  on  commercial  trucks  in  China.  At  a  press  con- 
ference Ghosn  says  the  sale  of  the  truck  business,  now  healthier  after 
years  of  losses,  will  let  Nissan  focus  on  its  core,  passenger  cars. 

With  that  deal  out  of  the  way  Ghosn  turns  his  attention  in  the 
waning  days  of  March  to  closing  the  books  on  Nissan's  fiscal  year 
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Cade  i  Ghosn 


and  to  stoking  vigilance,  if  not  outright  fear, 
in  his  lieutenants.  "Fiscal  2006,"  he  says,  in 
a  year-end  address  to  senior  executives,  "is 
a  critical  year,  in  which  we  must  demonstrate 
that  our  high  performance  is  sustainable." 

The  next  morning,  after  nearly  a  full 
nights  sleep  en  route  from  Tokyo,  Ghosn 
arrives  in  Paris.  It  is  4:30  a.m.,  granting  him 
time  to  head  home  for  a  shower  and  break- 
fast with  his  family  and  still  get  to  his  office 
overlooking  the  Seine  by  8:30.  He  spends  the 
morning  catching  up  on  Renault  business 
and  then  climbs  into  his  black  chauffeur- 
driven  Vel  Satis  (a  sales  disappointment  for 
Renault  in  Europe)  for  the  30-minute  drive 
to  the  carmakers  technical  center  for  some 
product-review  sessions. 

He  arrives  for  his  1 :30  p.m.  meeting  five 
minutes  early.  Twenty  people  already  are 
gathered  in  a  gymnasium-size  design  studio 
to  sign  off  on  a  new  model  that  Renault 
hopes  to  sell  in  eastern  Europe  starting  in 
2008.  Ghosn  listens  intently  to  the  formal  pre- 
sentations and  then  stands  up  to  get  a  closer 
look  at  last-minute  design  changes  on  a 
prototype  parked  in  the  center  of  the  room. 
Among  the  issues  is  a  debate  over  the  size 
of  the  Renault  logo  on  the  car's  trunk  lid. 
Opinions?  Some  say  the  large  chrome  let- 
ters promote  the  Renault  brand  name.  Oth- 
ers worry  more  about  aesthetics.  Ghosn  says 
consistency  is  what  matters.  "We  need  to 
make  sure  we  have  a  very  clear  policy  so  we 
don't  come  back  and  have  this  same  discus- 
sion every  time." 

The  next  morning  Ghosn  leads  a  meet- 
ing of  finance  executives  from  Nissan  and 
Renault  to  decide  on  a  common  bank.  The 
session  is  held  in  a  conference  room  down 
the  hall  from  his  office,  but  many  of  the 
attendees  are  half  a  world  away,  participat- 
ing via  teleconference.  Someone  in  Los 
Angeles  is  onscreen,  though  it  is  1 :30  in  the 
morning  there;  a  couple  look  in  from  Tokyo, 


Good-bye,  Hollywood; 
Hello,  DoUywood 


Never  say  Carlos  Ghosn  isn't  decisive  or 
results  driven.  One  of  his  latest  cost- 
cutting  moves  has  provoked  more  than 
half  of  the  1,300  people  at  Nissan's  U.S. 
headquarters  to  leave  the  company. 

This  summer  Nissan  is  moving  its  U.S.  hub 
from  southern  California  to  Nashville, 
Tenn.,  not  far  from  two  major  Nissan 
factories.  The  fallout  has  been  huge:  58% 
of  the  workforce  has  decided  not  to 
make  the  move,  including  13  of  the  com- 
pany's 60  senior  executives.  Among  them: 
Nissan's  top  U.S.  sales  executive,  Jed  E. 
Connelly,  60.  That's  a  lot  of  experience 
walking  out  the  door,  especially  on  the 
eve  of  three  crucial  product  launches 
later  this  year. 

But  Ghosn  figures  Nissan  can  easily 
replace  all  those  workers — 200  have 
already  been  hired,  out  of  the  27,000 
resumes  it  has  received — perhaps  even 
with  white-collar  workers  laid  off  from 
General  Motors  and  Ford. 

Ghosn  says  it  makes  perfect  sense  to 
bring  marketing,  sales,  finance  and 
administrative  employees  closer  to  manu- 
facturing workers.  Nissan  will  save  gobs 
of  money — real  estate,  taxes  and  salaries 
are  all  cheaper  in  Tennessee.  And  to  say 
thanks,  state  and  local  politicians  handed 
out  $198  million  in  incentives.  Also,  it'll 
make  it  easier  for  the  globe-trotting 
Ghosn  to  keep  tabs  on  his  U.S.  operations 
in  one  central  location.  — J.M. 


the  veterans  and  puts  team  leaders  at  risk 
"That's  why  they  report  to  the  CEO.  That's 
how  they  survive,"  Ghosn  says. 

The  inevitable  clashes  let  managers  see 
possibilities  they  hadn't  imagined  before,  says 
Renault's  controller,  Jean-Baptiste  Duzan.  "Its 
just  like  a  spring— you  have  to  push  to  re- 
lease the  energy.  At  Renault  we  had  no  sense 
of  time.  The  spring  was  not  tense  at  all." 

Renault  executives  were  flabbergasted 
last  summer  when  Ghosn  refused  to  sign  off 
on  a  proposed  expansion  of  a  plant  in  Turkey. 
The  project  had  sailed  through  earlier 
approvals,  but  Ghosn  thought  the  cost, 
$73  million,  was  too  high.  He  assigned  a 
cross-functional  cost-cutting  committee  to 
challenge  the  company's  assumptions. 

The  group  consisted  of  15 
people— speaking  seven  languages — from 
Renault's  technology,  finance,  manufactur- 
ing and  engineering  departments.  After  30 
days  the  group  found  that  if  Renault  con- 
solidated some  assembly  functions  and 
reused  some  equipment  instead,  the  com- 
pany could  slash  40%  from  the  budget  Okay, 
said  Ghosn,  now  what  if  we  did  that  com- 
panywide?  Now  Renault  aims  to  chop  its  cost 
of  capital  oudays  by  50%,  freeing  up  cash  that 
can  be  pumped  into  new  models. 

On  another  occasion  Ghosn  blocked 
development  of  the  next-generation 
Renault  Twingo  subcompact  after  some 
staff  expressed  doubts  that  the  car  could 
meet  its  sales  targets.  "There  is  no  way  1 
will  launch  a  car  if  there's  no  consensus," 
Ghosn  told  his  people.  The  car's  mun- 
dane design  was  obvious  to  everyone  in 
the  company,  says  Patrick  Blain,  Renault's 
senior  vice  president  of  global  sales  and 
marketing.  But  until  Ghosn  arrived,  no 
one  had  the  guts  to  stop  the  project.  He 
sent  designers  back  to  the  studio  with 
instructions  to  jazz  up  the  styling. 

The  delay  was  costly,  creating  a  hiccup 


where  it  is  5:30  p.m.  With  so  little  face  time 
with  the  boss,  Ghosn's  lieutenants  have  learned  to  keep  it  short.  "Peo- 
ple spend  an  inordinate  amount  of  time  trying  tc  figure  out  how  to 
get  their  point  across  as  quickly  as  possible,"  says  Nissan's  Wdhite. 

Yet  Ghosn  always  leaves  time  for  debate.  "What  I  hate,"  he  says 
firmly,  "are  meetings  when  people  hide  their  opinions.  If  you  don't 
see  different  aspects  of  a  decision  and  different  options,  you  can't 
make  a  good  decision."  He  uses  cross-pollinated  committees  to  breed 
conflict,  ensuring  they  are  led  by  promising  mavericks  who,  oddly, 
lack  expertise  in  the  areas  they  oversee — that  way  they  can  challenge 
and  question  even  the  most  basic  accepted  procedures.  This  rankles 


in  Renault's  product  pipeline,  but  the  Twingo 
which  goes  on  sale  next  year,  will  be  stronger  as  a  result,  Blain  says. 
"We  all  know  the  next  year  is  going  to  be  difficult.  But  it's  20  time^ 
better  than  doing  a  so-so  Twingo  and  then  spending  the  next  eight 
years  crying  about  it." 

Carlos  Ghosn  could  have  a  tough  time  finding  growth  foi 
Renault  in  a  stagnant  European  market  where  companies  like 
Toyota  and  Hyundai  are  making  strong  gains  — especially  when 
he  splits  his  time  between  two  companies.  Not  to  worry,  he  says 
"Shareholders  don't  care  where  you  are  spending  your  time.  Whal 
matters  to  them  is  results."  F 
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nvesting  in  the  Future 


By  Dennis  Wamsted 


LECTRIC  COMPANY  EXECUTIVES  ARE  MAKING  ROLD  DECISIONS 
>day  to  ensure  the  right  amount  of  generating  capacity  in  the  coming  decade, 
hey 're  doing  so  to  meet  the  nation's  enormous  and  growing  demand  for 
ectricity,  which  is  up  20%  in  the  past  decade  and  expected  to  climb  another 
5%  by  2030.  The  Energy  Information  Administration  (EIA)  estimates  that  the 
ation  will  require  347  gigawatts  of  new  capacity  by  then. 


Advertisement  2 


Coal  and  nuclear  fuels 
are  responsible  for 
roughly  70%  of  Amer- 
ica's electricity  each 
year.  Most  of  these 
plants  are  baseload,  essentially  run- 
ning year-round  to  provide  the  elec- 
tricity that  powers  the  American 
economy.  Because  the  planning 
requirements  for  new  baseload  gener- 
ation are  massive,  executives  regularly 
plan  several  years  in  advance.  Today, 
these  executives  are  considering  their 
generation  technology  choice  in  light 
of  rising  demand,  sharply  rising  fuel 
costs,  new  environmental  regulations 
and  increasing  infrastructure  needs.  If 
all  this  capacity  is  built,  construction 
costs  (in  2005  dollars)  could  be  in 
excess  of  $300  billion. 

To  power  the  steadily  growing 
needs  of  the  nation's  economy,  the 
utility  industry  has  worked  its  exist- 
ing baseload  plants  harder.  The 
capacity  factor  (a  measure  of  the 
amount  of  power  produced  com- 
pared with  a  unit's  hypothetical 
maximum)  at  the  nation's  nuclear 
and  coal-based  power  plants  has 


climbed  significantly  since  1990, 
rising  from  66%  to  91  %  in  2004  for 
nuclear  and  from  59%  to 
74%  for  coal. 

These  .increases  have 
helped  utility  companies 
keep  consumer  costs  down, 
and  now,  while  small  addi- 
tional improvements  are  still 
possible,  these  resources  are 
being  fully  utilized. 

For  the  short  term, 
capacity  created  during  the 
natural  gas  power  plant 
building  boom  of  the  late 
1990s  and  early  2000s  can 
fill  the  gap.  But  natural  gas 
is  expensive,  and  new  capacity  will  be 
needed  soon.  According  to  Lawrence 
Makovich,  managing  director  of 
Cambridge  Energy  Research  Associ- 
ates' (CERA)  global  power  group, 
several  regions  will  use  up  their  excess 
capacity  over  the  next  few  years. 

It  takes  a  long  time  to  site  and 
build  new  baseload  generation,  but 
it  is  time  to  start  —  and  electric 
companies  are  poised  to  make  the 
long-term  investments. 


Predicting  Gas  Prices 

These  investment  decisions  at 
occurring  as  costs  are  rising  virtual! 
across  the  board. 

Electric  companies  invested  $2 
billion  just  in  the  three  years  fror 
2002  to  2005  to  meet  new  fee 
eral  environmental  regulation; 
According  to  estimates  from  th 
U.S.  Environmental  Protectio 
Agency,  the  industry  will  need  t 
invest  almost  $50  billion  froi 


DAVID  RATCLIFFE 

CHAIRMAN,  PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER 
SOUTHERN  COMPANY 

The  U.S.  Census  Bureau  says  that  by  the  year  2030  the  nation's  population  could  grow  I 
another  60  million  people,  with  much  of  that  growth  in  the  South.  With  that  growth  will  corr 
an  expected  rise  in  energy  demand. 

At  Southern  Company,  we're  poised  to  meet  rising  demand  by  pursuing  a  balanced  approach 
energy.  Coal  is  our  nation's  most  abundant  energy  resource,  and  we're  developing  clean-coal  technol 
gies  that  not  only  reduce  any  environmental  impact  but  will  lead  to  carbon  capture  and  sequestratio 
We're  also  evaluating  new  nuclear  power  —  a  clean,  safe  and  economical  form  of  providir 
electricity.  Public  acceptance  and  resolving  the  waste  issue  are  vital.  Natural  gas  has  been  the  fuel  of  choice  for  electric  ge 
eration  in  recent  years,  and  it  remains  an  option  for  us,  with  price  and  future  supply  as- key  factors. 

Although  renewable  energy  in  the  Southeast  is  currently  limited  by  supply  and  reliability,  we're  assessing  biomass  and  wir 
as  possibilities,  and  we're  continuing  to  promote  energy  efficiency  by  working  with  our  customers  to  lower  energy  use  in  the 
homes  and  businesses. 

Energy  needs  are  growing,  and  Southern  Company  is  seeking  the  most  effective  solutions  to  A 
keep  up  with  that  growth.  The  nation's  economy,  quality  of  life  and  ability  to  compete  in  the  world's  cAIITUEDM 
markets  will  depend  on  a  reliable  and  affordable  energy  supply  —  and  one  that  can  meet  the  com-  I  MfcKnl 

mitments  of  ever-increasing  environmental  standards.  COMPACT 

For  more  information,  please  visit  www.southerncompany.com.  Energy  to  ServeYourWorU* 


There  is  a  river. 


Its  currents  are  generated  by  a  strong  commitment 


to  superior  performance  and  customer  care. 


This  river  flows  through  the  South. 


And  we  make  it  run. 


From  clean  coaJ  technologies  to  renewable 
resources,  we're  investing  in  new  sources 
of  energy.  Our  goal:  to  meet  the  Souths 
growing  power  needs  while  preserving 
its  environment. 

SOUTHERN 
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Energy  to  Serve  Your  World ' 


Alabama  Power  •  Georgia  Power  •  Gulf  Power  •  Mississippi  Power  *  Savannah  Electric 
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2007  to  2025  to  comply  with 
the  Clean  Air  Interstate  Rule 
and  the  Clean  Air  Mercury 
Rule,  which  aim  to  reduce 
sulfur  dioxide,  nitrogen  oxides 
and  mercury  emissions. 

In  addition,  industry  figures 
show  that  shareholder-owned 
electric  companies  will  invest 
approximately  $28  billion  in 
transmission  system  infrastruc- 
ture improvements  through 
2008,  a  significant  increase 
from  past  years.  This  is  neces- 
sary not  only  to  make  a 
transmission  "superhighway"  to 
support  growing  markets,  but  also 
to  hook  up  new  generation  and 
preserve  reliability. 

Perhaps  the  greatest  issue  is  future 
fuel  prices,  since  decisions  regarding 
future  generation  hinge  on  those 
projections.  Prices  for  fossil  fuels 
have  risen  considerably  since  1999. 
Costs  for  traditionally  steady  coal, 
for  example,  have  doubled  since 
then,  according  to  the  EIA. 

The  price  for  natural  gas,  the  most 
volatile  fuel  price-wise,  has  skyrock- 


eted between  1999  and  2005.  Nat- 
ural gas  wellhead  prices  never  rose 
above  $2.64  per  thousand  cubic  feet 
(mcf)  from  1990  to  1999,  and  aver- 
aged just  $2.28  per  mcf  during  that 
decade.  Those  low  and  stable  prices 
(as  well  as  environmental  consider- 
ations) prompted  the  decade's  "dash 
for  gas"  and  the  construction  of 
270,000  megawatts  of  gas-based 
capacity.  After  2000,  however,  well- 
head prices  shot  up,  averaging  $4.34 
per  mcf  through  2004  and  then 


ratcheting  up  again  in  2005  to 
yearly  average  of  $7.26  per  mc 
So  where  will  gas  prices  be  i 
the  next  10  years?  The  New  Yor 
Mercantile  Exchange's  future 
market  pegs  gas  prices  at  $7  to  $ 
per  mcf  through  2010,  and  that 
the  general  expectation  amon 
electric  companies. 

EIA's  long-term  outlook,  how 
ever,  expects  a  gradual  decline 
those  prices  from  current  levels  t 
about  $4.50  per  mcf  in  201( 
Similarly,  a  recent  analysis  b 
CERA  projects  an  easing  of  U.! 
gas  prices  to  less  than  $5  per  m< 
by  2010,  due  in  part  to  an  influx  c 
imported  liquefied  natural  gas. 

For  electric  companies  in  Ne^ 
England  and  West  Coast  states  - 
with  relatively  more  gas-base 
capacity  compared  with  the  rest  c 
the  country,  and  with  other  hurdle 
when  it  comes  to  siting  coal  c 
nuclear  —  baseload  investment  dec 
sions  are  challenging,  particular! 
given  those  conflicting  opinions. 

Executives  from  the  major  coa 
consuming  utilities  do  not  expec 


ENRIQUE  SANTACANA 
SENIOR  VICE  PRESIDENT 
ABB  INC. 

For  over  100  years,  ABB  has  developed  and  commercialized  the  technologies  that  have  mac 
our  modern  power  grid  possible.  From  the  world's  first  high-voltage  direct-current  system  ove 
50  years  ago  to  the  world's  longest  HVDC  line,  and  from  the  world's  largest  battery  energy  stc 
age  system  to  the  world's  largest  circuit  breaker,  ABB  has  continually  pushed  the  boundaries  1 
improve  the  performance  and  efficiency  of  the  electric  power  infrastructure. 

Today,  two-thirds  of  the  equipment  on  the  North  American  transmission  system  owes  il 
ancestry  to  ABB  or  its  predecessor  companies.  A  global  organization  that  is  at  home  ever 
where,  ABB  provides  state-of-the-art  power  systems  and  solutions  for  the  grid  of  the  future  while  servicing  the  health  and  we 
being  of  the  grid  of  today. 

For  more  information  on  ABB's  products  and  services,  visit  www.abb.us. 


Power  and  productivity 
for  a  better  world™ 
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MWI 


You  don't  become  North  America's  leader 
in  power  delivery  overnight. 


Right  now,  over  two-thirds  of  North  American  homes  and  businesses  rely  on  ABB  power  transmission 
and  distribution  technologies  to  deliver  the  reliable  electricity  they  need — wherever  and  whenever  they 
need  it — just  as  they  have  for  over  100  years.  Proven  technologies.  Next-generation  solutions.  We  deliver 
reliable  power  to  America  and  competitive  advantage  to  customers.  Over  100,000  power  and  automation 
professionals  around  the  world.  Over  one  million  solutions  delivered  every  day.  Welcome  to  the  world  of  ABB. 


Power  and  productivity  a^m 
www.abb.us  for  a  better  world™      m   %  I 
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the  next  round  of  generation  to  be 
gas-based.  Natural  gas  may  have 
been  a  no-brainer  decision  in  the 
1990s,  one  executive  says,  but  it  is  a 
non-starter  in  the  future. 

Their  choice,  then,  is  between  coal 
(with  clean-coal  technologies  like 
integrated  gasification  combined 
cycle,  or  IGCC)  and  advanced 
nuclear.  Compared  with  other  coal 
technologies,  for  example,  IGCC 
may  cost  more  initially,  according  to 
one  executive,  but  it  makes  sense 


economically  over  the  long  term, 
especially  given  the  inevitability  of 
more  stringent  environmental  con- 
trols and  the  possibility  of  future 
industrywide  carbon  constraints. 

State  Regulators  Hold 
The  Key 

In  the  mid-1990s,  several  states 
moved  to  restructure  portions  of  the 
retail  electricity  industry.  Aiming  to 
lower  costs  by  stimulating  competi- 
tive markets  for  the  generation  por- 


tion of  customers'  bills,  these  stat< 
moved  away  from  the  tradition; 
model  in  which  state  regulators  si 
the  retail  prices  for  power. 

Today,  1 9  states  and  the  District  c 
Columbia  have  programs  for  reta 
electric  competition.  One  prominei 
hallmark  of  nearly  every  prograi 
was  this:  as  part  of  the  gradu; 
transition  to  competition,  stai 
policymakers  decreed  that  customer 
bills  would  be  frozen,  and  in  mar 
cases  reduced,  typically  for  a  perk: 
ranging  from  two  to  ten  years. 

The  first  rate  caps  were  institute 
in  1997  and  the  last  are  set  t 
expire  in  2011,  but  beginning  i 
2004,  many  caps  and  reductior 
began  to  be  phased  out.  The  resu 
is  that  many  customers  now  pe 
ceive  that  their  rates  are  bein 
increased,  when  in  fact  they  ai 
gradually  reflecting  the  cos 
already  incurred  by  utilities  durir 
the  previous  decade. 

This  comes  at  a  time  of  rising  gei 
eration  costs  and  critical  decisions  c 
baseload  investments.  How  state  rej 
ulators  handle  these  issues  is  crucia 


MICHAEL  G.  MORRIS 

CHAIRMAN,  PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER 
AMERICAN  ELECTRIC  POWER 

American  Electric  Power  (AEP)  is  one  of  the  largest  electric  utilities  in  the  U.S.,  deliverir 
electricity  to  more  than  5  million  customers  in  11  states.  AEP  is  one  of  the  nation's  large 
generators  of  electricity,  owning  more  than  36,000  megawatts  of  generating  capacity  in  the  U. 
AEP  also  owns  the  nation's  largest  electricity  transmission  system,  a  nearly  39,000-mile  n€ 
work  that  includes  more  765-kilovolt  extra-high-voltage  transmission  lines  than  all  other  U. 
transmission  systems  combined. 
AEP  has  long  been  an  industry  leader,  completing  the  nation's  first  major  mine-mouth  pow 
plant,  the  first  long-distance  high-voltage  transmission  line  and  developing  the  world's  largest  coal-fired  generating  units. 

AEP  is  leading  again  through  its  commitment  to  build  the  first  large-scale  integrated  gasification  combined  eye 
(IGCC)  clean-coal  plants  in  the  U.S.  These  plants  will  help  keep  coal  as  a  vital  energy  option  by  improving  its  environment 
performance. 

AEP  assures  continued  value  for  its  shareholders  by  focusing  on  bringing  comfort  to  our 
customers,  supporting  business  and  commerce  and  building  strong  communities.  The  company  marks 

its  100th  anniversary  in  2006. 
For  more  information  about  AEP,  visit  www.AEPcom. 
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AMERICAN 
ELECTRIC 
POWER 


In  1917,  American  Electric  Power  made  history  by  delivering  electricity 
from  a  power  plant  near  Wheeling,  West  Virginia,  to  customers  100  miles 
away  over  the  nation's  first  long-distance  138,000-volt  transmission 
line.  This  year,  AEP  has  proposed  a  550-mile  765,000-volt  transmission 
line — stretching  from  West  Virginia  to  New  Jersey.  As  a  vital  addition 
to  AEP's  2,000-mile  765,000-volt  network,  this  interstate  transmission 
superhighway  will  substantially  enhance  reliability  of  the  eastern 
transmission  grid  and  will  help  provide  lower-cost  electricity  from 
the  Midwest  for  consumers  in  the  mid-Atlantic  region. 


When  it  comes  to  operating  the  most  reliable,  efficient  transmission 
network  in  the  U.S.,  AEP  is  there,  always  working  for  you. 
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Electric  company  executives  generally 
agree  that  the  construction  of  baseload 
power  plants  in  the  U.S.  requires  bind- 
ing upfront  assurances  from  state  reg- 
ulators or  sustained  market  signals. 

"Nobody  is  going  to  build  [a  new 
baseload  coal  plant]  on  their  balance 
sheet,"  says  James  Rogers,  incoming 
chairman  of  Edison  Electric  Institute 
(EEI),  the  trade  association  for  share- 
holder-owned electric  companies. 

EPAct  Impact 

As  the  industry  enters  what 
Rogers  dubs  "the  beginning  of  the 
beginning  of  the  next  building 
cycle,"  electric  company  analysts 
and  executives  also  agree  that  the 
Energy  Policy  Act  of  2005  will  have 
a  significant  impact  on  the  genera- 


tion choices  of  the  next  few  years. 

David  Owens,  EEI's  executive  vice 
president,  says  the  legislation  will 
boost  both  the  coal  and  nuclear  power 
sectors.  The  generation  incentives  in 
the  bill  should  help  lower  the  costs  of 
both  new  coal  and  nuclear  plants,  he 
says.  In  addition,  the  transmission  pro- 
visions in  the  new  legislation  should 
help  beef  up  the  nation's  wires  and 
speed  the  system's  transformation  to  a 
more  regional  model. 

CERA's  Makovich  adds  that  while 
the  legislation  should  provide  a 
boost  for  coal  and  nuclear,  some 
markets  do  not  provide  the  market 


signals  needed  to  ensure  the  cor 
struction  of  the  next  round  of  basi 
load  facilities.  The  markets  an 
transmission  systems  are  regional  i 
scope,  while  the  regulators  are  noi 

"A  complex  mix  of  players  hs 
to  get  together  and  solve  this, 
he  concludes. 

Baseload  plants  are  an  investmei 
in  our  high-tech  society's  future 
the  demand  for  reliable,  affordab 
and  increasingly  clean  electricil 
continues  to  grow.  How  electr 
company  executives,  regulator 
Wall  Street  and  other  stakeholdei 
work  together  to  support  tr 
investment  is  critical,  and  that  set  ( 
decisions  will  decide  our  energ 
course  for  years  to  come. 
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THOMAS  R.  KUHN 
PRESIDENT 

EDISON  ELECTRIC  INSTITUTE 

America  depends  on  a  reliable  and  an  affordable  electricity  supply  —  and  the  natior 
electric  companies  are  building  the  foundation  to  meet  this  demand  through  the  21st  centu 
and  beyond. 

Rising  costs  are  affecting  all  energy  sources  today,  including  electricity.  Electric  companit 
are  responding  with  both  short-  and  long-term  strategies.  A  major  short-term  focus  is  reducii 
volatility  in  natural  gas  prices.  We're  urging  Congress  to  increase  supplies  that  can  be  recc 
ered  consistent  with  environmental  protections.  To  encourage  new  power  plant  constructio 
we're  also  advocating  that  Congress  improve  the  certainty  and  clarity  of  existing  air  regulations. 

Longer-term,  the  industry  is  investing  in  new  plants,  infrastructure  and  environmental  controls  to  keep  pace  with  the  county 
growing  demand  for  electricity  —  government  estimates  call  for  a  45%  increase  by  2030.  We're  working  with  federal  and  sta 
officials  to  create  new  regulatory  approaches  that  recognize  the  realities  of  procuring  electricity  and  building  generation 
today's  competitive  markets. 
Our  goal  is  clear:  We're  investing  in  America's  electric  future. 
For  more  information,  please  visit  www.eei.org. 
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From  the  Hudson  Valley  to  the  Silicon  Valley  —  and  everywhere  in  between  —  as  the  American  economy 
Ifcws,  so  does  our  need  for  safe,  reliable  electricity.  A  need  which  will  grow  45%  by  2030*. 

This  is  why  America's  shareholder-owned  electric  companies  are  investing  billions  of  dollars  in  next 
neration  power  plants,  environmental  improvements,  and  enhanced  electric  delivery  systems.  We  are  building 
keep  America's  electric  future  shining  brightly.  For  more  information,  visit  www.eei.org. 


America's  Shareholder-Owned  Electric  Companies 

REAL  ASSETS.   REAL  SERVICE.   REAL  GROWTH. 
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*US  Department  of  Energy,  Energy  Information  Administration,  Annual  Energy  Outlook,  February  2006. 
©2006.  By  the  Edison  Electric  Institute.  All  rights  reserved. 
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Quest 

SUH  KYUNG-BAE'S 
father  built  what  has 
become  South  Korea's 

largest  cosmetics 
company.  It's  now  up  to 
Suh  to  pick  up  where  Dai 

left  off — finding  new 
markets  for  growth  in  the 
U.S.  and  elsewhere. 
By  Susan  Kitchens 


Cosmetics 


INSIDE  THE  AMOREPACIFIC  SPA  IN 
New  York  City's  fashionable  SoHo 
district,  customers  find  a  perfect  pic- 
ture of  tranquility.  Women  dressed 
in  black  shirts  and  slacks  move  about 
silently,  mixing  oils  and  green-tea  essences 
for  massage  treatments.  Cherry-blossom 
fronds  bend  gently  from  a  tall  vase.  The 
air  is  scented  with  jasmine  and  bamboo, 
and  soothing  music  infused  with  the 
sound  of  crashing  waves  is  piped  into  the 
airy  space,  drowning  out  the  noise  of  the 
city  just  outside  the  door.  It  is,  as 
Amorepacific  Chief  Executive  Suh  Kyung- 
Bae  describes  it,  "a  calm  and  holistic 
approach"  to  beauty. 

Behind  the  Zen-like  serenity  lies  the 
seething  ambition  of  the  43-year-old  Suh, 
[i|  grandson  of  Amorepacific's  founder.  Sell- 
Bing  everything  from  high-end  moisturiz- 
Bers  and  body  washes  to  $3  lip  glosses 
Maimed  at  the  teenage  crowd,  Amorepacific 
is  easily  South  Korea's  largest  cosmetics 
company.  The  Seoul  outfit  rang  up  $1.3 
billion  in  sales  last  year,  up  9%  from  2004. 
Profit  rose  11%  to  $161.5  million.  In  the 
past  year  Amorepacific's  share  price  has 
jumped  4 1  %  on  the  Korean  exchange. 

That's  helped  make  Suh  one  of  South 
Korea's  wealthiest  executives,  at  $950  mil- 
lion. Intensely  private,  he  lives  a  stone's 
throw  from  his  office  so  that  he  can  max- 
imize his  time  at  work. 

The  problem  and  the  opportunity  for 
Amorepacific  is  that  it  makes  90%  of  its 
sales  in  its  saturated  home  market.  Suh  is 
mounting  a  bold  push  overseas,  targeting 
the  U.S.,  Asia  and  France.  There  are  no 
firm  plans  now  for  another  spa  in  the  U.S. 
like  the  one  in  SoHo,  which  opened  in  late 
2003  to  showcase  the  company's  products 
ind  generate  buzz  in  the  world's  media 
:apital.  But  after  seeing  the  rising  demand 
in  the  U.S.  for  exotic  Asian  ingredients  in 
:osmetics  and  the  sudden  popularity  of 
Asian  beauty  treatments,  Amorepacific  is 
r  jjramping  up  sales  in  upscale  department 
Wfetores  such  as  Bergdorf  Goodman  and 
ijpeiman  Marcus.  It  plays  up  its  use  of 
■Korean  green  tea,  red  ginseng  and  bam- 
flpoo  sap,  as  well  as  the  nanotechnology 
llbehind  products  designed  to  prevent  dry- 
jjliess  or  smooth  out  wrinkles.  For  example, 
i|t  sells  a  green-tea-infused  skin-renewal 


cream  that's  protected  by  six  patents  and 
fetches  $400  for  a  1.7-ounce  jar.  "As  well- 
ness trends  like  yoga,  soy  and  green  tea 
have  become  popular,  there's  been  an 
increased  awareness  of  the  health  benefits 
of  the  Eastern  lifestyle,  and  the  personal- 
care  market  is  following  that  trend,"  says 
Olessa  Pindak,  beauty  editor  at  Natural 
Health  magazine. 

In  China  the  company  is  riding  on  the 
sudden  appeal  of  all  things  Korean 
throughout  East  Asia.  In  France  it's  target- 
ing consumers  of  high-end  fragrances. 
Amorepacific's  goal:  breaking  into  the 
ranks  of  the  world's  top  ten  cosmetics 
companies  within  ten  years.  But  that  will 
be  a  challenge.  wwdBeautyBiz,  a  trade 
publication,  ranks  it  25th  in  revenue  in  the 
cosmetics  industry. 

Amorepacific's  origin  mirrors  Estee 
Lauder's.  Living  in  a  farming  village  in 
what  is  now  North  Korea,  Suh's  grand- 
mother, Yun  Dok-Jeong,  started  making 
camellia-based  hair  oils  and  creams  as  a 
sideline.  As  a  boy  Suh's  father,  Suh  Sung- 
Whan,  learned  how  to  make  the  creams. 
Later  his  mother  had  him  collecting  bills 
from  customers  and  riding  his  bicycle  to 
Seoul — a  50-mile  round-trip — to  pick  up 
bottles  and  labels. 

Suh's  grandmother  had  simply  called 
her  enterprise  "Prosperous  Store."  But 
when  Suh's  father  took  over  in  1945,  he 
renamed  the  company  Pacific  Chemical 
Industry  because,  with  the  war  over,  he 
planned  to  sell  his  products  across  the 


Pacific  and  beyond.  In  1948  the  family 
moved  the  business  south,  to  Seoul.  Suh's 
father  died  in  2003. 

Suh  was  born  and  raised  even  closer 
to  the  company  headquarters— right  next 
door— than  where  he  lives  now.  As  early 
as  high  school  he  began  to  contemplate 
following  his  fathers  path,  while  his  older 
brother  and  four  sisters  took  little  interest 
in  the  family  business. 

Returning  home  after  earning  an 
M.B.A.  from  Cornell,  he  worked  as  a 
manager  at  an  Amorepacific  cosmetics 
plant  near  Seoul.  He  soon  sensed  that 
trouble  was  brewing.  By  the  late  1 980s  the 
company  had  expanded  far  beyond 
beauty  products  and  looked  like  any  other 
Korean  conglomerate:  bloated  and  incon- 
gruous. The  company  now  had  an  insurer, 
a  baseball  team  and  some  two  dozen  other 
businesses,  and  was  losing  its  focus  on 
cosmetics.  "The  idea  was  to  spread  risk 
among  the  different  lines,"  says  Suh.  "But 
that's  just  a  financial  theory.  Business  isn't 
that  way." 

Then  the  core  business  came  under 
assault.  After  the  South  Korean  govern- 
ment lifted  some  tariffs  in  the  early  1990s, 
U.S.  and  European  cosmetics  brands 
flooded  the  market.  Labor  problems  hurt 
even  more — strikes  shut  down  cosmetics 
production  for  two  months.  The  company 
flirted  with  bankruptcy.  Suh  and  his  father 
"talked  about  what  we  would  do  if  we 
could  start  over  from  the  beginning," 
recalls  Suh.  They  chose  to  slash  the 
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Cosmetics 


NOT  JUST  FOR  DRINKING 

Red  ginseng,  bamboo  sap  and  green-tea  extracts  are  key  ingredients  of  many  of 
Amorepacif  ic's  expensive  skin  creams.  South  Korea's  biggest  cosmetics  company  gets 
the  ginseng  and  bamboo  from  Korean  farms  and  other  local  suppliers.  But  not  just 
any  tea  leaves  will  do:  Amorepacif ic  owns  its  own  tea  farms,  the  largest  in  the* 
country,  and  won't  use  tea  plants  from  anywhere  else. 

Suh  Sung-Whan,  who  ran  the  company  for  52  years,  had  long  been  convinced  of 
the  health  benefits  of  green  tea.  But  he  didn't  begin  incorporating  tea  plants  into 
his  products  until  1990.  Today  the  company  operates  farms  on  Cheju,  a  volcanic 
island  off  the  southern  coast  where  temperatures  rarely  dip  below  freezing  and  the 
soil  is  rich  in  nutrients.  Amorepacific  uses  nearly  every  part  of  the  plant — leaves 
(only  young  ones),  stem  and  seed  oil. 

If  Suh  might  have  been  hard-pressed  to  prove  the  dermatologic  benefits  of  tea 
extracts  (which  include  antioxidants  such  as  polyphenols  and  catechins),  he  instinc- 
tively understood  the  marketing  value.  Over  the  centuries  the  cultivation,  brewing 
and  serving  of  tea  in  Asia  has  accumulated  a  mystique. 

Early  in  his  career,  Suh  lamented  that  he  had  nothing  better  than  bitter  coffee  to 
offer  guests  in  South  Korea,  which  was  still  impoverished  following  the  Korean  War. 
"He  realized  that  Korean  green-tea  history  is  over  1,000  years  old,"  says  his  son,  Suh 
Kyung-Bae.  During  the  Japanese  colonization  and  then  the  war,  he  says,  "We  forgot 
about  tea,  because  it  wasn't  a  necessary  food,  like  rice." 

In  the  early  1980s  the  elder  Suh  set  out  to  revive  this  lost  heritage.  He  began  purchas- 
ing land  in  the  southwestern  part  of  the  Korean  peninsula  and  on  Cheju,  and  he  in- 
stalled young  tea  plants.  He  often  traveled  to  the  fields  and  took  pains  to  learn  about 
cultivation  and  how  the  leaves  were  collected,  cleaned  and  roasted  to  enhance  a  tea's 
flavor.  Soon  the  plants  were  finding  their  way  into  his  skin-care  lines. 

All  this  is  part  of  the  Amorepacific  sales  pitch,  especially  in  the  U.S.,  where  the  com- 
pany is  targeting  wealthy  customers  who  want  not  just  a  luxury  product  but  a  story 

to  go  with  it. 
"There  are  too 
many  market- 
ing gimmicks 
out  there," 
says  Marc  Shin, 
head  of 
Amorepacific's 
U.S.  division, 
"but  ours  is  the 
real  story." 

— S.K. 


extraneous  units.  "Thanks  to  the  strike, 
we  changed  our  whole  mind-set."  In  early 
1997  Suh  succeeded  his  father  and  once 
again  set  the  company's  sights  overseas, 
later  renaming  the  company  Amore- 
pacific, incorporating  the  name  of  an  old 
brand,  Amore. 

Amorepacific's  earlier  attempts  to  go 
global  didn't  work  out.  In  the  early 
1990s,  in  one  case,  it  entered  France  but 
found  that  the  "Made  in  Korea"  labels  on 
its  imported  lotions  and  creams  turned 
off  French  women.  "We  didn't  know  how 
to  sell  to  a  French  woman,"  says  Suh. 


"We  just  didn't  have  the  expertise." 

So  in  1995  Amorepacific  pulled  out  of 
the  French  skin-care  business,  focused  on 
the  fragrance  market — 94%  of  the  women 
there  wear  perfume — and  dispensed  with 
the  Korean  labels.  In  1997,  after  teaming 
up  with  a  French  designer  and  poaching  a 
Christian  Dior  perfume  marketer, 
Amorepacific  launched  Lolita  Lempicka,  a 
musky  offering  made  in  France  that  was 
the  fourth-bestselling  perfume  in  the 
country  last  year,  according  to  U.S. 
research  group  Mintel,  and  is  now  sold  in 
80  countries.  In  the  next  two  years  Suh 


aims  to  nearly  double  2005  European  sales 
of  $47  million. 

In  the  U.S.,  Suh  is  sticking  to  a  small 
segment — the  superluxury  customer.  "We 
believe  we  are  the  company  that  can  con- 
tribute another  approach  to  beauty  there." 
And  it  appears  to  be  hitting  the  market  at 
the  right  time.  Personal-care  brands  that 
promote  wellness,  tout  natural  ingredients 
or  play  up  their  spa-inspired  origins  gar- 
nered $84  million  in  sales  last  year,  a  rise 
of  22%  over  the  previous  year  and  twice 
the  sales  of  2002,  according  to  NPD  Group. 
Such  brands  often  have  an  Asian  flavor. 

Amorepacific's  attraction,  says  Ed 
Burstell,  a  senior  vice  president  at  Bergdorf 
Goodman,  is  that  it's  "part  of  this  unique, 
Asian  beauty  culture.  They've  taken  those 
indigenous  botanicals  and  melded  them 
with  technology."  Bergdorf  began  selling 
Amorepacific  skin-care  toners  and  creams 
in  2003.  As  of  the  end  of  March  Neiman 
Marcus  carried  Amorepacific  lines  in  14  of 
its  department  stores  and  plans  to  add 
them  in  9  more  by  the  end  of  the  year. 

Still,  U.S.  sales  were  just  $9.3  million 
last  year.  For  now  Amorepacific  spends 
little  on  advertising  in  the  U.S.,  instead 
relying  on  the  occasional  story  in  fashion 
and  shopping  magazines  such  as  W  and 
Lucky.  It  also  counts  on  customers  drawn 
to  the  SoHo  spa  for  massage  treatments 
and  facials  to  generate  word-of-mouth. 

This  isn't  going  to  put  Amorepacific  in 
the  cosmetics  top  ten.  For  that  Suh  needs 
big  numbers  in  rapidly  growing  China. 
The  company  jumped  into  the  country 
full-force  in  2002  with  Laneige,  one  of  its 
popular  skin-care  brands  back  home.  The 
target:  women  willing  to  pay  $30  a  jar  at 
Shanghai  department  stores  instead  of  $2 
for  a  Chinese  offering.  "It  may  seem 
expensive,"  says  Suh,  "but  young  Chinese 
ladies  can  afford  this."  The  company's 
skin-care  lines  are  now  sold  at  100  depart- 
ment stores  around  the  country.  In  Hong 
Kong  a  dozen  high-end  shops  carry  the 
lotions  and  creams.  But  the  competition  is 
intensifying;  the  $5.8  billion  (sales)  Japan- 
ese rival  Shiseido  is  also  expanding 
quickly  on  the  mainland. 

Amorepacific  also  plans  to  open  its  first 
two  stores  in  Japan  this  year,  taking  the  bat- 
tle to  Shiseido's  home  base.  For  Suh,  there's 
no  relaxing  at  the  spa  anytime  soon.  Fj 
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AMD  IX 


You  could've 
steamed 
every  non-fat, 
no-whip  mocha 
in  the  country 
this  morning 

with  the  amount  of  money  wasted  by 
non-AMD  powered  servers. 


You  probably  know  how  much  your  servers  cost.  But  do  you  have  any  idea  of  how  much  they're  costing 
you?  Every  second,  every  day,  every  year;  millions  of  dollars  are  being  wasted  running  power  hungry 
servers.That's  your  profit  that's  vanishing.  AMD  Opteron™  processor-based  servers,  on  the  other  hand, 
are  designed  to  run  efficiently,  run  cool,  and  thanks  to  dual-core  technology  deliver  great  performance. 
They  not  only  run  fast  but  may  help  keep  you  running  in  the  black. To  learn  more  about  the  power  of 
AMD  Opteron™  processors,  and  the  power  of  cool  ^  visit  www.amd.com/lessmoney 


2006  Advanced  Micro  Devices,  Inc.  All  rights  reserved.  AMD,  the  AMD  Arrow  logo,  AMD  Opteron,  and  combinations  thereof, 
8  trademarks  of  Advanced  Micro  Devices,  Inc. 


CapitalSource 


P  UNTIL  THIS  YEAR  JOHN 
Delaney's  CapitalSource  of 
Chevy  Chase,  Md.,  public  since 
2003,  earned  a  nice  return  mak- 
ing hundreds  of  loans,  secured 
by  assets  like  accounts  receivable,  to  small 
businesses,  many  of  them  in  health  care.  Now 
the  company  is  a  real  estate  investment  trust. 
It's  a  bit  of  a  stretch,  considering  that  these 
tax-favored  vehicles  generally  own  only  real 
estate  or  loans  on  real  estate. 

Here's  how  he  did  it.  First  Delaney 
dumped  non-real-estate  loans  into  a  taxable 
subsidiary.  Then  CapitalSource  bought 
$5  billion  of  low-yielding  mortgage  paper 
to  get  its  real  estate  portfolio  up  to  75%  of 
total  assets,  from  40%,  to  com- 
ply with  the  rules.  Next  he  put 
his  real  estate  assets  into  an 
untaxed  subsidiary  and,  fol- 
lowing REIT  rules,  paid  out 
CapitalSources  historical  earn- 
ings in  a  $351  million  divi- 
dend to  shareholders. 

Here's  why  he  did  it.  REITs, 
which  must  disburse  90%  of 
their  earnings  to  shareholders, 
pay  no  taxes.  Delaney  be- 
lieves the  recap  will  lower 
CapitalSources  overall  tax  rate 
to  21%  this  year  from  39%,  in- 
creasing profits  by  $70  million 
if  earnings  meet  Wall  Street 
expectations.  The  REIT  re- 
cently traded  at  $23,  three 
times  book  value. 

Delaney,  42,  has  his  detrac- 
tors. In  the  last  six  years 
CapitalSource  has  grown  into 
a  $4  billion  (market  cap)  enter- 
prise by  making  pricey  se- 
cured loans— often  as  high  as 
four  percentage  points  over 
Libor — and  thumping  bor- 
rowers at  the  first  sign  of  trou- 
ble. He  has  540  employees, 
who  have  originated  940  loans 
totaling  $6.4  billion  to  the  oft- 
neglected:  buyout  shops,  health 
care  outfits  and  real  estate  de- 
velopers, usually  with  revenues 
of  less  than  $250  million.  Last 
year  CapitalSource  earned 
$165  million  on  revenue  of 
$459  million.  Hurried  growth 


and  annual  return  on  equity  of  15%  have 
caused  some  investors  to  wonder  about  the 
quality  of  Delaney's  loans. 

But  powerful  backers  believe  in  him. 
The' son  of  a  Wood-Ridge,  N.J.  union  elec- 
trician, Delaney  got  a  law  degree  from 
Georgetown  but  wanted  to  run  something. 
For  $15,000  he  bought  a  home  health  care 
operator  but'  realized  the  real  dough  was  in 
lending  to  these  outfits,  not  running  them. 
Supported  by  longtime  mentor  John  Rowe, 
his  uncle  and  former  chief  of  insurer 
Aetna,  Delaney  started  HealthCare  Finan- 
cial Partners  in  1993.  He  got  $25  million 
to  help  finance  the  business  after  a  friend 
introduced  him  to  Thomas  Steyer,  founder 

Loan  Shark 

John  Delaney  has  made  a  bundle 
lending  money  at  high  rates  to  small 
businesses.  He's  also  pretty  good  at 
avoiding  taxes  |  By  Nathan  Vardi 


Business  is  personal:  CapitalSource's  chief  plays  hardball. 


of  Farallon  Capital  Management,  a 
$16.4  billion  hedge  fund.  Delaney  took 
HealthCare  Financial  public  and  sold  it  in 
1999  for  $493  million  to  Heller  Financial 
(now  part  of  GE  Capital). 

Delaney  pocketed  $30  million.  With 
$5  million  of  that  he  launched  CapitalSource 
in  2000  in  Washington,  D.C,  near  his  home 
in  Maryland,  persuading  Jason  Fish,  a  Far- 
allon partner,  to  join  him.  The  tiny  office 
they  shared  with  three  credit  officers  flooded 
with  sewage— belying  the  fact  that  Capital  - 
Source  was  at  the  time  the  richest  startup 
ever.  Delaney  raised  $542  million,  $190  mil- 
lion of  it  from  Farallon.  "We  never  ques- 
tioned whether  to  back  them,"  says  Steyer. 

As  the  market  tanked  and 
regional  banks  trimmed  loans 
to  small  companies,  Delaney 
stepped  in.  He  financed  buy- 
outs for  LBO  firms  like  Cen- 
tury Park  Capital  Partners, 
which  used  a  $10  million 
CapitalSource  loan  to  buy 
Kids  Line,  a  maker  of  infant 
bedding  products.  By  2004 
CapitalSource  had  handed  out 
$1.7  billion  of  such  buyout 
loans.  When  other  lenders 
jumped  back  in,  Delaney  con- 
centrated on  nursing  homes, 
surgery  centers,  physician 
practices  and  the  like.  Be- 
cause he  knows  these  sectors, 
he  can  move  quickly  and 
charge  a  bundle,  as  in  the  case 
of  nursing  home  operator 
Senior  Health  Management, 
which  had  30  days  to  purchase 
40  nursing  homes  that  Kin- 
dred Healthcare  needed  to 
unload  fast.  CapitalSource 
provided  a  $100  million  mort- 
gage loan  within  a  week. 

Rapid  dealmaking  has  a 
cost.  Delaney's  nonperformers 
jumped  to  2.3%  of  loans  by 
Dec.  31, 2005,  compared  with 
0.53%  a  year  earlier.  Hedge 
funds  and  others  piled  on, 
shorting  11.5  million  Capital- 
Source  shares,  9%  of  the  out- 
standing, helping  drive  the 
stock  down  27%  in  the  first 
nine  months  of  2005.  "The 
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WE'VE  KNOWN  FROM 
THE  MOMENT  OF  CREATION  THAT 
L  RECORDS  MUST  COME  TO  AN  END. 

JT'S  HOW  THEY  MEET  THEIR 
N- CREATION  THAT  CONCERNS  US 


During  rare  moments  of  deep 
introspection,  individuals  may 
realize  certain  activities  carry  risk 
that  endangers  the  living  record 
they  represent.  For  business 
records,  such  risk  is  unacceptable 
Oce  Business  Services  regards 
records  management  as  central 
to  governance  of  the  document 
lifecycle.  Business  records  can 
determine  whether  an  enterprise 
prospers  financially,  protects  its 
intellectual  property,  or  risks 
noncompliance  and  litigation. 
Our  seasoned  team  of  accredited 
professionals,  supported  by 
advanced  technology,  applies 
best  practices  to  managing 
records  from  their  creation  to 
distribution,  retrieval,  archiving 
and  on  to  flawless  un-creation. 
The  peace  of  mind  we  bring  is 
notable.  You  might  want  to  think 
of  us  as  "risk  management'.' 
Keep  an  eye  on  Oce.  For  a  free 
white  paper  on  effective 
records  management, 
visit  www.ocesolutions.com 
or  call  1-888-390-1513  ext.  401. 


oce 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


www.shangri- 


CapitalSource 


crux  of  the  issue  is  they  think  credit  statis- 
tics will  get  worse,"  says  Delaney.  "I  think  they 
will  stabilize." 

He  sure  stuck  it  to  the  short-sellers 
with  the  REIT  conversion.  On  top  of  being 
required  to  return  shares  to  the  lender  they 
.borrowed  them  from,  shorts  also  must  pay 
dividends  on  those  shares.  Now  short 
i  positions  are  down  to  6.8  million  shares. 
The  stock  has  risen  13%  in  the  last  year. 
:  (Delaney  s  stake  is  valued  at  $178  million; 
Farallon,  which  has  sold  a  net  $128  million 
in  shares,  holds  $670  million  worth.) 

A  more  important  aim  of  the  conver- 
sion is  to  pursue  new  business  by  writing 
higher-quality,  safer  loans.  In  the  past,  to 
achieve  that  15%  return  on  equity  Delaney 
had  to  deal  with  dicier  companies.  Now,  be- 
cause of  the  REIT's  tax  advantages,  he  can 
achieve  comparable  returns  with  lower  in- 
terest rates  paid  by  higher-quality  cus- 
tomers. For  example,  Delaney  says  a  recent 
$211  million  lease  loan  to  five  companies 
for  38  nursing  homes  would  not  have  been 
profitable  enough  before  the  conversion. 

To  keep  those  profits  coming — and 
hold  CapitalSource's  charge-offs  steady  at 
0.27%  of  loans— Delaney  plays  hardball.  He 
acted  forcefully  against  Foss  Manufacturing, 
the  Hampton,  N.H.  textilemaker.  After  the 
company's  board  discovered  inflated  ac- 
counts receivable  had  been  used  to  overdraw 
on  its  credit  line  and  forced  the  resignation 
of  Stephen  Foss,  the  former  Tyco  director 
and  compensation  committee  member 
under  Dennis  Kozlowski,  CapitalSource 
cut  off  funds,  forcing  the  company  into 
Chapter  1 1.  Delaney  believes  he  will  get  back 
a  chunk  of  his  $30  million  loan  and  has 
banded  together  with  other  creditors  to  con- 
sider legal  action  against  Steve  Foss. 

He  also  moved  fast  to  protect  a  $39  mil- 

Slion  secured  loan  to  World  Health  Alterna- 
tives, a  Pittsburgh  medical  staffing  company 
:hat  filed  for  bankruptcy  in  February  after 
its  chief  executive  resigned  in  the  wake  of 
Ian  accounting  problem.  Delaney  pushed 
I  World  Health  to  a  $53  million  sale,  financed 
ivith  debt  from  CapitalSource,  to  Jackson 
I  Healthcare  Staffing.  Furious  unsecured 
J  Creditors  tried  to  stop  the  deal,  arguing  that 
;  he  "quick  fire  sale"  left  them  out  in  the  cold. 

Tough.  With  Delaney,  business  is  per- 
sonal. "When  I  think  people  have  broken 
he  rules,"  he  says,  "I  get  very  upset."  F 


There's  even  more  reason  to  visit 
Pudong  Shangri-La,  Shanghai 

Situated  directly  opposite  The  Bund  in  the  centre  of  the  financial  district, 
Pudong  Shangri-La,  Shanghai,  is  renowned  as  one  of  the  city's  finest  hotels. 
With  the  addition  of  a  magnificent  new  tower  showcasing  the  largest  guestrooms  in 
the  city,  dazzling  restaurants  and  bars,  CHI  Spa  and  of  course,  legendary 
Shangri-La  hospitality,  there  is  more  reason  to  visit  than  ever  before. 
www.shangri-la.com 


VIG 


VANGUARD  DIVIDEND  APPRECIATION  VIPERS 


A  new  ETF  from  Vanguard  I  An  ever-expanding  group  of  select  exchange-traded 
funds,  from  highly  targeted  sectors  to  international  markets  to  broad  domestic 
indices.  Built  on  30  years  of  indexing  expertise.  Designed  for  better  market  tracking. 
The  lowest-cost  ETFs  available  today*  Expertise,  lower  costs,  and  confidence.  Just 
what  you  would  expect  from  Vanguard.  Call  your  financial  advisor,  or  connect  with 
Vanguard™  at  877-817-7331  or  vanguardvipers.com. 


Vanguard' 


To  buy  or  sell  VIPERs,  contact  your  financial  advisor.  Usual  commissions  apply.  Not  redeemable.  Market  price  may  be  more  or  less  than  NA 
For  more  information  about  Vanguard  *  VIPERs  ';  call  or  visit  vanguardvipers.com  to  obtain  a  product  description  and  prospectus.  Investmei 
AN  objectives,  risks,  charges,  expenses,  and  other  information  are  contained  in  these  documents;  read  and  consider  them  carefully  befoi 

M.uMMiuv.t  investing.  All  VIPERS  are  Subject  tO  risk,  including  possible  lOSS  Of  principal.  'Based  on  all  ETFs;  Sources:  Upper  Inc.  and  Vanguard.  Vanguard,  VIPERs,  Connect  uj 

Vanguard,  and  the  ship  logo  are  trademarks  of  The  Vanguard  Group,  Inc.  All  other  marks  are  the  exclusive  property  of  their  respective  owners.  <s>2O06  The  Vanguard  Group,  Inc.  All  rights  reserved.  U.S.  Pat  No.  6,879,9 
Vanguard  Marketing  Corporation,  Distributor 
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FIDELITY  ONEQ: 
TRACKING  THE 
NASDAQ  MARKET 


rom  Main  Street  to  Wall  Street, 
exchange-traded  funds  are  increasingly 
cropping  up  in  portfolios  of  all  sizes. 
Investors  who  had  stepped  lightly  into 
the  products  just  a  few  years  ago  are 
using  more  and  more  of  them  today  to  gain 
inexpensive  long-  or  short-term  exposure  to  an 
asset  class  or  market,  build  core  portfolios  and 
add  a  dash  of  fine-tuning  to  a  whole  host  of 
investment  strategies. 


The  Fidelity  NASDAQ  Composite 
Index  Tracking  Stock  —  ticker  symbol: 
ONEQ  —  is  the  only  FTF  that  tracks  the 
Nasdaq  Composite  Index,  one  of  the 
world's  most  recognized  stock  market 
indexes.  The  index  includes  some  of  the 
same  well-known  high-tech  stocks  that  are 
included  in  the  Nasdaq- 100  index,  but  also 
includes  financial  companies,  small-  and 
midcap  stocks,  and  IPOs  that  are  not 
included  in  the  Nasdaq-100. 

Managed  by  Fidelity,  ONEQ  offers 
exposure  to  the  Nasdaq  Composite  Index 
in  a  single  security,  coupled  with  the  low- 
cost  and  tax-efficient  advantages  you  expect 
from  ETFs. 

Before  investing,  consider  the  funds'  invest- 
ment objectives,  risks,  charges  and  expenses. 
Contact  Fidelity  for  a  prospectus  containing 
this  information.  Read  it  carefully. 

ETFs  are  subject  to  market  fluctuations  of 
their  underlying  investments. 

The  ETF  may  trade  at  a  discount  to  NAY 

Differences  between  the  index  and  the 
ETFs  portfolio,  as  well  as  costs  and  expenses, 
may  cause  differences  in  performance. 


Fidelity  Brokerage  Services, 
Member  NYSE,  SIPC, 
800-FIDELITY 
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Just  when  investors  thought  that  the  $325 
billion  U.S.  exchange-traded  funds  industry 
had  covered  every  conceivable  nook  and 
cranny  of  the  investable  market,  a  new  wave 
of  innovative  products  appeared.  ETFs,  which 
are  index  funds  that  trade  like  a  stock 
throughout  the  day  on  an  exchange,  began 
expanding  into  areas  that  had  been  unthink- 
able just  a  short  while  ago. 

The  first  wave  of  ETFs  included  equity  and 
debt  ETFs,  broad  market  and  sector  ETFs, 
growth  and  value  ETFs,  and  international  and 
country  ETFs.  Then  along  came  the  rwo 
ETFs  holding  actual  gold,  the  currency  ETF 
holding  euros,  subsector  ETFs  holding  precise 
slices  of  an  industry,  such  as  nanotechnology 
or  banks,  a  broad-based  commodity  ETF  and, 
most  recently,  an  oil  ETF.  These  incredibly 
flexible  products  allow  investors  to  build  ETF 
portfolios  covering  all  asset  classes,  to  diversify 
holdings  instantly  and  to  hedge  market  bets 
—  cheaply,  accurately  and  easily. 


CHALLENGING  ETF  BOUNDARIES 

Deutsche  Bank's  new  commodity  ETF 
(DBC),  which  began  trading  in  early 
February,  is  a  groundbreaking  product,  pro- 
viding investors  with  an  easy  and  inexpensive 


way  to  add  an  asset  class  that  has  had  histoi 
cally  low  correlations  with  equities  and  bon 
to  a  portfolio.  It  also  just  happens  to  be  tl 
first  U.S. -based  ETF  to  replicate  an  indi 
with  futures  rather  than  stocks  —  whi< 
means  a  whole  new  generation  of  ETFs  coui 
be  forthcoming. 

DBC  mirrors  Deutsche  Bank's  own  broat 
based  Liquid  Commodity  Index  and  hol< 
futures  contracts  for  crude  oil,  heating  a 
aluminum,  gold,  corn  and  wheat.  Prior 
DBC's  launch,  investors  seeking  direct  cor) 
modify  exposure  had  few  products  available 
them.  They  could  open  a  futures  account 
invest  in  open-end  mutual  funds.  For  tha 
who  cannot  or  do  not  want  to  trade  futures, 
well  as  those  who  want  a  liquid,  transpare 
and  tradable  product,  a  broad-based  con 
modity  ETF  is  a  welcome  addition. 

Making  DBC  even  more  appealing 
looming  IRS  Revenue  Ruling  2006-1,  whk 
says  that  income  from  commodity  indj 
derivatives  will  no  longer  qualify  as  tai 
deferred  income  in  Registered  Investmei 
Companies.  Most  U.S.  mutual  funds  ai 
RICs,  and  "will  have  to  restructure  the  wj 
they  get  their  commodity  returns  to  be  IF 
compliant,"  says  Kevin  Rich,  director  ■ 
Deutsche   Bank's  commodity  and  ass| 


Mien  you  want  to  express  your  devotion  to  The  Dow,  nothing  says  it  like  Diamonds  (DIA).  Exchange  traded  funds 
jETFs)  that  give  you  30  blue  chips,  the  entire  Dow  Jones  Industrial  Average,  in  every  single  share.  They're  tax  efficient, 
jnd  have  low  management  fees,  too.  Like  stocks,  Diamonds  can  be  traded  all  day  long,  are  subject  to  similar  risks, 
Bind,  of  course,  your  usual  brokerage  commission  applies.  Ask  your  advisor  for  details.  Or  forever  hold  your  peace' 

r 


I  Dow. 


State  Street 
lobal  Advisors 


SSfA 


THE   DOWMNDU  S  TRIALS 

DIAMONDS. 


MKRICAN 

k  I  V  HUM 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefully  before  investing. 
To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.DowDiamonds.com  or  call  1-800-843-2639.  Please  read 
the  prospectus  carefully  before  investing.  Dow  Jones  Industrial  Average,5"  The  Dows  and  Diamonds®  are  trademarks  of  Dow  Jones  & 
Company,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  Diamonds  are  not  sponsored,  endorsed,  sold  or  promoted  by  Dow 
Jones  and  Dow  Jones  makes  no  representation  regarding  the  advisability  of  investing  in  Diamonds.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  Diamonds  Trust,  a  unit  investment  trust. 
DIA000101 
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POWERSHARES 
OFFERS  INVESTORS 
VALUE   


In  2003,  PowerShares  Capital  Manage- 
ment LLC  introduced  the  first  family  of 
ETFs  based  on  enhanced  indexes  unlike 
any  previously  existing  in  the  market. 
While  these  ETFs  passively  replicate  rules- 
based  indexes  before  fees  and  expenses, 
many  of  the  indexes  incorporate  some  of 
the  more  technically  advanced  investment 
research  available  in  the  marketplace  today. 

Investors  can  "xchangc  their  perspective" 
on  index  investing  with  any  of  the  37 
ETFs  currently  included  in  the 
PowerShares  palette  or  with  any  of  the 
expanded  offerings  planned  for  later  this 
year.  The  underlying  indexes  of  the 
PowerShares  ETFs  include  those  designed 
to  identify  stocks  with  capital  appreciation 
potential  in  the  areas  of  investment  style, 
industries  and  broad  markets.  PowerShares 
also  offers  ETFs  based  on  indexes  provided 
by  institutional  research  companies  like 
Zacks,  Lux,  FTSE  and  Value  Line. 

"Our  goal  is  to  provide  investors  with 
a  high-quality  investment  alternative  to 
traditional  mutual  funds  and  managed 
money,"  says  Bruce  Bond,  president  of 
PowerShares  Capital  Management  LLC. 
"We  intend  to  base  PowerShares  ETFs 
on  what  we  believe  are  compelling 
investment  opportunities  rather  than 
mere  benchmarks." 


structuring  group.  "Continuing  to  maintain 
the  same  delta-one  exposure  to  commodities 
will  be  difficult  for  those  RICs,"  he  says. 
However,  because  DBC  is  structured  as  a 
commodity  pool,  it  will  be  inured  to  the  rule 
when  it  becomes  effective  June  30,  2006. 

Like  groundbreaking  DBC,  State  Street 
Global  Advisors  (SSgA),  the  folks  that  helped 
bring  the  first  ETF  to  market  —  the  venerable 
SPDRs  (SPY)  that  tracks  the  S&P  500  index 
and  the  first  U.S.  ETF  holding  gold  bullion 
(GLD)  to  market  —  launched  three  novel 
industry-level  financial  ETFs  at  the  end  of 
2005.  Included  in  State  Street's 
streetTRACKS,  the  three  slim  ETFs,  KBW 
Bank  (KBE),  KBW  Capital  Markets  (KCE) 
and  KBW  Insurance  (KIE),  allow  investors  to 
trade  precise  slices  of  the  financial  sector, 
rather  than  the  entire  financial  sector  itself. 

Because  financial  sectors  are  not  highly 
correlated  with  one  another,  a  life  insurance 
company  will  behave  very  differently  from  a 
community  bank,  for  example.  These  three 
ETFs  can  be  used  for  tactical  asset  alloca- 
tion strategies  or  as  hedging  tools.  If 
investors  want  to  make  a  relative  bet  on 
banks  —  long  or  short  —  without  taking 
on  individual  stock  risk,  they  can  buy  KBE 


and  the  Select  Sector  Financial  SPDB 
(XLF),  going  long  one  while  shorting  th 
other. 

It  is  no  secret  that  State  Street  has  been  fillirl 
out  its  product  line  recently,  launching  a  spate  c 
new  products.  streetTRACKS,  now  19  stronj 
offers  exposure  to  the  total  U.S.  i  i  irk. 
(TMW);  large-,  mid-  and  small-caps;  styles,  sei 
tors  and  international.  For  investors  committe 
to  S&P  indexes,  State  Street  now  offers  a  SPD 
Dividend  (SDY).  "In  this  period  of  heightene 
dividend  interest,  SDY  stands  out,"  says  Jii 
Ross,  an  SSgA  senior  managing  directo 
"because  it  holds  the  50  highest-yielding  stoc 
in  the  S&P  Composite  1500,  which  increase 
their  dividend  yearly  for  the  past  25  years." 

Attractive  as  SDY  may  be,  there  are  six  othi 
dividend  ETFs  available  (and  another  in  regi 
tration).  One  in  particular,  the  Internation 
Dividend  Achievers  (PID)  brought  to  mark 
by  PowerShares  Capital  Management,  has  ou 
performed  its  siblings.  The  innovative  fin 
that  redefined  the  idea  of  passive  indexing  w 
first  to  market  last  year  with  20  custon 
designed  industry  ETFs,  some  of  which  ha' 
been  attracting  a  lot  of  attention,  like  the  cles 
energy  (PWB),  water  (PHO),  nanotechnoloj 
(PXN)  and  aerospace  (PPA)  ETFs. 


Master 
the  ETF 


1 

With  the  Fidelity  ETF  Center,  you  can  research  and  trade  all  ETFs  available, 

along  with  powerful  tools  to  build  a  customized  ETF  portfolio.  Plus  trades  as 

%  Fidelity 

INVESTMENTS  & 

Smart  move: 

Q  Visit  our  ETF  Center  today. 

ETFs  are  subject  to  market  fluctuations  of  their  underlying  investments. 

'Eligible  household  accounts  are  those  with  $25,000  in  assets  and  120+  stock,  bond  or  options  trades  a  year  or  with  $1 , 
apply:  Directed  Trading  orders,  stocks  trading  under  $1,  Extended  Hours  trades  are  subject  to  the  $8  base  rate  up  ti 
thereafter.  Online  stock  trades  for  others  may  start  at  $19.95;  see  a  Fidelity  commission  schedule  for  complete  details 
the  right  to  terminate  an  account  at  any  time  for  abusive  trading  practices  or  any  other  reason. 

Before  investing,  consider  the  ETFs  investment  objectives,  risks,  charges  a\ 
Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC   


ets.  Some  restrictions 
lares  plus  $0,005  per  share 
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DEUTSCHE  BANK 
COMMODITY  ETF: 
AN  ALLURING 
DIVERSIFIER 
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This  decade  marks  a  new  world  order  for 
commodity  markets.  The  emergence  of 
China  and  India  as  new  supercommodity 
consumers  is  leading  to  strong  demand  for 
raw  materials  as  these  countries  industrialize. 
Moreover,  the  legacy  of  underinvestment  in 
new  productive  capacity  is  creating  significant 
supply  bottlenecks  across  the  commodity 
complex.  The  occurrence  of  extreme  weather 
events  also  poses  particular  dangers  to  supply 
chains  in  global  energy  and  agricultural  mar- 
kets. Given  commodities'  weak  or  negative 
correlation  with  more-traditional  asset  classes 
such  as  bonds  and  equities,  commodity 
returns  offer  powerful  diversification  benefits 
for  global  investors. 

As  big  institutions  and  everyday  investors 
add  commodities  to  diversify  their  stock  and 
bond  holdings,  many  are  turning  to  easy-to- 
use,  index-based  products  like  Deutsche 
Bank's  recently  launched  commodity  ETF 
(DBC).  Investors  who  could  nor  or  did  not 
want  to  open  futures  accounts  can  now  buy 
broad-based  exposure  —  thereby  minimiz- 
ing individual  commodity  risk  —  to  crude 
oil,  heating  oil,  aluminum,  gold,  corn  and 
wheat  in  one  easy  trade  with  DBC. 

For  more  information,  please  visit 
www.dbcfund.db.com  or  call 
877-369-4617. 


PowerShares  designs  ETFs  based  on  what 
its  president,  Bruce  Bond,  calls  "intelligent 
indexes."  These  indexes,  aptly  named 
Intelledexes,  seek  ro  outperform  the  market  by 
selecting  stocks  with  "the  greatest  potential  for 
capital  appreciation,"  he  says.  "Other  ETFs  in 
the  same  market  segments  simply  track 
benchmarks  that  select  stocks  without  regard 
for  their  investment  merit." 

With  37  PowerShares  trading  —  including 
market,  style  and  international  —  it  is  the 
U.S.  manager  with  the  second-largest  num- 
ber of  ETFs  in  the  market.  The  firm,  which 
launched  its  first  two  ETFs,  the  Dynamic 
Market  Portfolio  (PWC)  and  Dynamic  OTC 
Portfolio  (PWO),  just  three  years  ago,  now 


has  a  respectable  performance  history  undl 
its  belt.  PWC  and  PWO  have  consistent 
outperformed  conventional  benchmark 
despite  holding  just  100  stocks  apiece.  PWO 
which  reflects  the  U.S.  market,  and  PWC 
which  reflects  the  U.S.  over-the-counter  ma 
ket,  were  up  22.3%  and  22.6%  respective 
since  launch  through  the  end  of  2005.  1 
comparison,  SPDRs  was  up  13.0%  and  tl 
Nasdaq- 1 00  Tracking  Stock  (QQQQ)  was  i 
15.8%  for  the  same  period. 

In  contrast  to  more  recent  ETF  marke 
place  entrants,  Vanguard  has  been  offerii 
indexed  portfolios  for  30  years,  and  its  ETI 
known  as  VIPERS',  since  2001.  Even  amoi 
products  heralde'd  for  being  inexpensiv 


sading 


powersHAREs 

Xchange  traded  funds' 


^(change  your  perspective 


PowerShares  offers  37  ways  to  do  just  that. 


rShares  has  been  Leading  the  Intelligent  ETF  Revolution  by  changing  how  investors  view  index  investing.  PowerShares  offers  37  ETFs 
I  PowerShares  palette,  each  based  on  an  index  with  a  different  perspective,  with  over  $5  billion  invested  as  of  3.31 .2006.  The  goal 
j/verShares  is  simple:  to  provide  investors  with  a  high  quality  investment  alternative  to  traditional  mutual  funds  and  managed  money. 
p3  PowerShares  introduced  the  first  members  of  the  PowerShares  ETF  family  based  on  enhanced  indexes.  While  these  ETFs  passively 
ate,  before  fees  and  expenses,  rules-based  indexes,  many  of  the  indexes  incorporate  some  of  the  more  technically  advanced  investment 
ch  available  in  the  marketplace  today.  PowerShares  are  ETF  investments  and  have  risks  similar  to  stocks  including  the  possible  loss  of 
Ordinary  brokerage  commissions  apply. 


are  risks  involved  with  investing  in  ETFs  including  possible  loss  of  money  PowerShares  are  not  actively  managed  ond  are  subject 
;s  similar  to  stocks,  including  those  related  to  short  selling  and  margin  maintenance. 

westor  should  consider  the  fund's  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing. 
i  copy  of  the  prospecfi's  which  contains  this  and  other  information  about  the  fund,  call  800.983.0903  or  visit  our 
>ite  powershares.com  for  a  prospectus.  Please  read  the  prospectus  carefully  before  investing. 
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STATE  STREET 
HAS  AN  ETF  TO 
MIRROR  THE 
TOTAL  U.S. 
MARKET  


Want  to  capture  broad  exposure  to  the 
U.S.  market  at  a  low  20  basis  points?  The 
streetTRACKS  DJ  Wilshire  Total  Market 
exchange-traded  fund  (TMW)  does  just 
that  in  a  single  trade.  From  the  folks  who 
brought  you  the  SPDR  (SPY),  the  very  first 
ETF,  State  Streets  TMW  tracks  the  Dow 
Jones  Wilshire  5000  index,  which  is  the 
broadest  of  total  market  indexes  available 
today  and  measures  the  performance  of  all 
U.S. -headquartered  companies.  Since  ETFs 
mirror  the  composition  and  weightings  of 
the  indexes  they  track,  one  share  of  TMW 
offers  instant  exposure  to  the  most  liquid 
stocks  in  the  DJ  Wilshire  5000. 

TMW  is  also  part  of  State  Street's  growing 
DJ  Wilshire  family  of  offerings,  which  cur- 
rently includes  nine  ETFs  ranging  from 
large-cap  value  to  small-cap  growth.  Because 
ETFs  can  be  shorted  even  in  a  falling  market, 
investors  can  use  them  to  implement  a  wide 
range  of  strategies,  such  as  hedging  a  long- 
term  TMW  position  with  one  of  State 
Street's  other  specific  style  or  sector  ETFs. 

Investors  should  consider  the  investment 
objectives,  risks,  charges  and  expenses  of 
the  fund  carefully  before  investing.  A 
prospectus  that  contains  this  and  other 
information  about  the  fund  can  be 
obtained  by  calling  800-997-7327.  Read 
the  prospectus  carefully  before  investing. 
Distributor:  State  Street  Global  Markets, 
LLC,  member  NASD,  SIPC. 


VIPERS  are  some  of  the  cheapest  ETFs  in  the 
market.  Last  year  Vanguard  slashed  fees  across 
a  wide  swath  of  its  funds,  and  its  Total 
Market  VIPERS  (VTI)  at  7  basis  points  (bps) 
is  now  the  lowest-priced  ETF  in  the  market. 

And  VTI  is  not  alone.  At  the  end  of  2005, 
when  midcaps  clocked  in  ahead  of  small  caps 
for  the  first  time  in  five  years,  the  Midcap 
VIPERS  (VO)  did  particularly  well.  Of  the 
four  midcap  ETFs  in  the  market,  the  VIPERS 
is  not  only  the  cheapest  at  1 3  bps,  it  is  also  the 
most  robust.  Where  VO  returned  14.0%  at 
year-end,  other  midcap  ETFs  returned 
between  12.5%  and  12.9%  and  cost  a  rela- 
tively hefty  20  bps  or  25  bps. 

One  reason  VIPERS  are  cheap  is  because 
they  are  share  classes  of  existing  Vanguard 
mutual  funds.  "Whether  you're  in  a  tradi- 
tional Vanguard  fund  or  a  VIPERS,  costs  are 
incredibly  low,"  says  Noel  Archard,  a 
Vanguard  principal.  "And  if  you  use  VIPERS 
for  long-term  core  positions  and  minimize 
trading  cost,  there  can  be  a  large  saving  in 
expenses  over  time." 

With  23  VIPERS  available  covering  sectors, 
markets  and  style,  international  and  a  soon- 
to-be-launched  dividend  ETF,  "VIPERS 
growth,  on  a  relative  basis,  has  been  pretty 


extreme,"  he  says.  Three  years  ago,  VIPE 
had  $2.3  billion  in  their  collective  coff< 
today,  their  assets  total  $14  billion. 


TOOLS  FOR  SAVVY  INVESTORS 

With  ETFs  now  a  booming  indusi 
more  and  more  managers  are  entering 
space,  translating  new  ideas  into  innovat 
products.  At  the  same  time,  duplication  1 
become  a  bewildering  reality.  Of  the  2 
ETFs  offered,  there  are,  for  example, 
ETFs  with  large-cap  exposure,  four  w 
small-cap  exposure  and  three  (soon  to 
four)  with  microcap  exposure.  How 
sawy  investors  to  keep  abreast  and  m; 
informed  choices? 

"As  ETFs  become  more  familiar  to  mi 
retail  investors,"  says  John  Sweeney,  a  Fidel 
Investments  senior  vice  president,  "custom 
seeking  information  and  research  about 
products  and  investment  strategies 
increasing."  Fidelity,  the  largest  mutual  fu 
provider  in  the  U.S.  and  manager  of  ONE 
the  ETF  tracking  the  NASDAQ  Compo; 
index,  offers  an  in-depth,  easy-to-use  ETF  : 
that  not  only  features  extensive,  objective  E' 
research,  but  also  allows  investors  to  comp 


fassion:  The  next  new  thing  in  investing, 
rerformance:  DBC  on  the  American  Stock  Exchange 


i 

butsche  Bank  has  launched  the  first  commodity-linked  index 
Ind  to  be  listed  on  a  U.S.  stock  exchange.  DB  Commodity 
dex  Tracking  Fund  (Symbol:  DBC),  offered  through 
oker  dealers,  is  designed  for  investors  who  seek  the 
jht  balance-systematic,  transparent  access  to  global 
immodities  without  the  complication  and  difficulty  of 

imaging  a  futures  account  or  investing  in  commodities 
ectly.  DB  Commodity  Index  Tracking  Fund.  The  next  new 
ng  in  commodities  investing.  Right  now. 


ww.dbcfund.db.com 


A  Passion  to  Perform.      Deutsche  Bank 


i  information  provided  should  not  be  considered  as  investment  advice  or  an  offer  of  any  security  for  sale.  Past  performance  is  not  necessarily 
icative  of  future  results.  An  investment  in  commodity-linked  investments  carries  a  significant  risk  of  substantial  loss.  Prospective  investors 
uld  read  the  entire  prospectus  before  deciding  to  invest  in  DBC.  There  are  risks  involved  with  investing  in  the  Fund  including  possible  loss 
money.  The  Fund  is  not  actively  managed  and  is  subject  to  risk  similar  to  stocks,  including  those  related  to  short  selling  and  margin 
intenance.  Deutsche  Bank  Securities  Inc.,  a  subsidiary  of  Deutsche  Bank  AG,  conducts  investment  banking  and  securities  activities  in  the 
ited  States.  Deutsche  Bank  Securities  Inc.  is  a  member  of  NYSE,  NASD  and  SIPC.  ©  Deutsche  Bank  2006. 

tain  marketing  services  provided  for  the  fund  by  the  Distributor,  ALPS  Distributors,  Inc.  will  be  performed  using  registered  representatives 
he  distributor  who  are  affiliates  or  employees  of  Powershares  Capital  Management  LLC. 

investor  should  consider  the  Fund's  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing, 
r  this  and  more  complete  information  about  the  Fund  call  800.THE.AMEX  or  visit  the  website 
ww.dbcfund. db.com  for  a  copy  of  the  prospectus.  Please  read  the  prospectus  carefully  before  investing. 

(DBC000101I  Expires  5/30/06 


ADVERTISEMENT  10 


ETFs  allow  investors 
to  build  portfolios  covering  all 

asset  classes,  to  diversify 
holdings  instantly  and  to  hedge 
market  bets  —  cheaply, 
accurately  and  easily. 


VANGUARD®  VIPERS 
GAINING  TRACTION 

M  ETF  MARKET  

Since  introducing  the  first  of  its 
exchanged-traded  VIPERs*  in  2001, 
Vanguard  has  emerged  as  a  leader  in  the 
ETF  marketplace  with  24  low-cost  options. 
Vanguard  now  offers  a  full  stable  of  domestic 
stock  and  international  equity  VIPERs 
tracking  well-recognized  benchmarks.  A 
company  long  known  for  its  ultralow 
mutual  fund  costs,  Vanguard  brings  the 
same  advantage  to  its  VIPER  Shares, 
which  feature  expense  ratios  that  are 
among  the  lowest  in  the  industry  (accord- 
ing to  Lipper,  Inc.).  The  $6  billion 
Vanguard  Total  Stock  Market  VIPER 
(VTI),  one  of  the  largest  broad-market 
ETFs  available,  has  an  expense  ratio  of 
0.07%.  Along  with  the  traditional  benefits 
of  exchange-traded  funds,  including  con- 
tinual pricing  and  trading  flexibility, 
VIPERs  are  offered  by  a  trusted  investment 
firm  that  has  three  decades  of  index  fund 
management  experience  and  expertise. 

Assets  and  expense  ratio  figures  through 
February  28,  2006. 

For  more  information  about  Vanguard 
VIPER  Shares,  visit  www.  vanguard,  com,  call 
866-499-  VIPER,  or  contact  a  broker  to  obtain 
a  product  description  and  prospectus.  Investment 
objectives,  risks,  charges,  expenses  and  other 
important  information  are  contained  in  these 
documents;  read  and  consider  them  carefully 
before  investing. 

VIPER  Shares  are  not  redeemable  with  an 
Applicant  Fund  other  than  in  Creation  Unit 
aggregations.  Instead,  investors  must  buy  or  sell 
VIPER  Shares  in  the  secondary  market  with  the 
assistance  of  a  stockbroker.  In  doing  so,  the 
investor  will  incur  brokerage  commissions  and 
may  pay  more  than  net  asset  value  when  buying 
and  receive  less  than  net  asset  value  when  selling. 

Vanguard  Marketing  Corporation, 
Distributor 

All  VIPER products  are  subject  to  stock  market 
risk,  which  may  resulr  in  the  loss  of  principal 
Prices  of  mid-  and  small-cap  VIPER  products 
often  fluctuate  more  than  those  of  large-cap 
WPER  products.  International  VIPER  products 
involve  additional  risks,  including  currency fliurtu- 
ations  and  the potential  for  adverse  development' 
in  specific  countries  or  regions. 

©2006  Tie  Vanguard  Group,  Inc. 
Alt 'rights  reserved.  U.S.  Pat.  No.  6,879,964  B2. 


ETFs  in  the  same  space,  buy  ETFs  for  as  little 
as  $8  per  trade,  build  an  ETF  portfolio  and 
track  its  performance. 

Designed  for  self-directed  investors  who 
want  to  search  and  trade  on  a  single  platform, 
Fidelity's  ETF  site  was  launched  to  "provide 
what  we  call  'a  lens'  of  the  market,"  says 
Sweeney.  The  necessary  tools  are  there  for 
investors  to  assemble  an  ETF  portfolio  that 
reflects  their  market  views,  risk  tolerance  and 
time  horizon.  That  basket  can  be  constructed 
prior  to  investing,  allowing  investors  to  mon- 
itor returns  and  tinker  with  the  mix. 

If  investors  think  the  energy  sector,  for 
example,  will  reap  returns,  either  long  or 
short,  Sweeney  would  rather  see  them  imple- 


ment a  strategy,  such  as  buying  a  total  mark< 
ETF  and  overweighting  an  energy  ETj 
rather  than  plowing  their  entire  ETF  allocs 
tion  into  one  energy  product.  "Instead  t 
simply  buying  a  sector  ETF,  investors  can  di 
sect  the  total  market  into  its  subcomponeni 
and  make  tilts  to  over-  and  underweight  nei| 
tral  index  weights,  thereby  reflecting  thel 
perception  of  the  market  slice  most  likely  t 
outperform,"  he  says. 

With  all  the  ETFs  available,  from  tot) 
market,  microcap  and  commodities  to  fixej 
income,  international  and  country  specific 
investors  have  all  the  tools  necessary  to  buill 
well-diversified  and  tax-efficient  portfolid 
with  ETFs.  I 
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Backseat  Driver 


Jerry  Flint 


AUTO  STRIKE? 
NOT  LIKELY 


N 


EWS  IS  USUALLY  BAD.  THAT'S  WHAT  NEWS  IS— 
bad  news.  Occasionally  you'll  see  some  good  news 
in  the  press,  but  as  a  rule,  bad  news  rules.  Think  of 
two  stories:  "Couple  Celebrates  50th  Anniversary" 
or  "Wife  Axed  on  50th  Anniversary"  Which  one 
gets  the  play?  That's  journalism.  Nowadays  it's  gotten  to  the  point 
where  the  press  is  looking  for  the  darkest  interpretation  of  every- 
thing. Maybe  that's  because  the  Cold  War  is  over  so  we  don't  have 
the  Russians  to  scare  us  anymore,  or  maybe  it's  the  24-hour-cable 
reporters  looking  for  things  to  fill  up  the  airtime  when  they  run 
Out  of  cat  rescues  to  cover. 

This  brings  me  to  the  stories  about  Delphi,  the  largest  auto 
parts  maker  in  the  world.  Delphi  is  in  bankruptcy,  and  there  is 
some  threat  of  a  strike.  The  stories  always  say  General  Motors  will 
e  crippled  by  a  Delphi  strike  and  thus  pushed  into  bankruptcy. 
Of  course,  anything  can  happen.  Global  warming  could  melt 
the  ice  caps  and  flood  my  tenth-story  apartment  on  Riverside 
Drive  in  Manhattan.  I  could  have  a  run-in  with  the  wrong  pigeon 
and  get  Asian  flu.  Or  perhaps  I  will  meet  my  end  in  one  of  those 
ciller  revolving  doors  that  my  local  network  news  discovered. 

But  when  it  comes  to  Delphi  and  General  Motors,  here  are 
things  to  remember  that  you  don't  read  in  your  newspaper  or 
lear  on  TV. 

•  A  strike  at  Delphi,  if  it  comes,  would  be  in  June  or  later. 
That  gives  GM  and  Delphi  several  months  to  stockpile  parts. 
And  the  strike  would  come  just  as  production  is  winding  down 
n  summer.  So  it  would  be  90  days  or  more  before  GM  would 
>e  hurt.  Ninety  days  without  pay  is  tough,  and  it  gives  every- 
ne  time  to  mull  things  and  reach  a  settlement. 

•  The  United  Auto  Workers  union  really  doesn't  want  a 
elphi  strike  that  would  cripple  General  Motors.  The  union's 
riority  is  to  save  those  100,000  GM  jobs.  The  high-paying  Delphi 
obs  are  doomed  whatever  happens,  and  the  union  knows  it. 

It  is  even  possible  that  Delphi  could  break  a  UAW  strike.  The 


company  has  plants  in  Mexico  and  China,  and  production 
tools  can  be  moved.  While  this  is  possible,  I'm  not  saying  it  is 
likely,  because  it  raises  another  troublesome  issue:  that  the 
UAW  would  be  forced  to  tell  its  working  members  not  to  han- 
dle parts  made  by  Delphi  strikebreakers. 

•  Other  carmakers,  not  just  GM,  could  be  hurt  by  a  Delphi 
strike.  Everyone  uses  Delphi  parts— yes,  even  Toyota.  So  there 
would  be  national  pressure  to  end  such  a  walkout. 

•  Both  Delphi  and  the  UAW  are  playing  a  bluff  game  against  Gen- 
eral Motors,  trying  to  get  GM  to  pay  the  high  wages  and  benefits  of 
Delphi  workers.  GM  executives  should  never  play  poker.  They  are 
bluffed  easily,  and  it  is  quite  possible  they  will  be  bluffed  again.  When 
GM  announced  the  sale  of  half  of  GMAC  for  $14  billion,  it  signaled 
to  the  UAW  and  Delphi  that  the  automaker  has  the  cash  to  take  care 
of  the  Delphi  people.  Of  course,  it  would  be  better  if  GMs  managers 
used  the  money  to  create  new  cars  and  trucks  to  save  the  business, 
but,  as  I  say,  they  are  bluffed  easily.  So  it's  reasonable  to  figure  that  if 
Delphi  boss  Steve  Miller  can  make  his  wage  cuts  stick  in  bankruptcy 
court,  GM  will  fork  over  the  cash  to  make  up  some  of  the  difference. 

The  point  here  is  that  there  are  things  working  against 

a  Delphi  strike,  and  even  if 
there  were  a  strike  it  would- 
n't affect  GM  for  a  while. 
There  would  be  pressures  to 
end  it  if  it  started.  Yes,  there 
could  be  a  strike,  and  it 
could  possibly  wreck  GM, 
but  that  is  a  worst- case  sce- 
nario. Other  scenarios  are 
more  likely. 

One  more  thing  about 
Delphi.  Today  we  play  the 
blame  game;  it's  common  to 
blame  managers  for  every 
failure  and  to  call  them 
incompetent  or  corrupt.  I 
believe  the  company  was 
well  run  despite  its  bank- 
ruptcy. You  recall  that  GM  created  Delphi  when  it  split  off  its 
partsmaking  operations  to  cut  costs.  But  to  get  a  peaceful 
split  GM  made  Delphi  continue  to  pay  those  high  wages  and 
benefits.  The  costs  added  up  to  $76  per  hour  of  labor.  At  the 
same  time  GM  pushed  the  new  Delphi  for  price  cuts. 

I  figured  it  would  take  ten  years  to  straighten  that  out,  and 
Delphi  has  been  gradually  moving  production  to  Mexico  and 
China,  while  adding  higher-margin  business  and  non-GM  cus- 
tomers. But  the  company  ran  out  of  time.  The  sharp  decline  in 
GM  business,  price-cut  pressures  and  high  labor  costs  did  the 
company  in. 

The  UAW  is  going  to  do  some  huffing  and  puffing  and 
bluffing.  But  it  will  probably  stop  short  of  wrecking  GM.  F 


The  UAW 
doesn't  want  a 
Delphi  strike 
that  would 
cripple  GM.The 
high-paying 
Delphi  jobs  are 
doomed  and 
the  union 
knows  it. 


I  Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the 
automobile  industry  since  1 958.  Visit  his  home  page  at 
www.forbes.com/flint. 
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Manpower 


ozer 


Offshoring,  layoffs, 
rehires,  the  end  of 
lifelong  careers — 
workers  may  not  like 
the  flexible  and  global 
workplace  of  the 
21st  century,  but  it  suits 
Manpower  just  fine. 


rlUi  ci  to 


WO  DECADES  OF  DOWNSIZING  AT  BT  GROUP,  THE  $33  BILLION  (REVENUE)  BRITISH 
telephone  company,  left  the  formerly  state-run  outfit  with  a  workforce  down  by  60% 
from  its  1984  peak  of  250,000.  Early- retirement  packages  had  driven  the  staff  over  age 
50  to  18%  of  the  head  count.  This  didn't  sit  well  with  Caroline  Waters,  who  holds  the  BT 
title  of  director  of  people  and  policy.  "To  get  the  best  company  results,  you  want  a 
diverse  workforce,"  she  says. 

So  Waters  tapped  a  temp  agency,  Manpower.  This  U.S.  firm  with  a  Milwaukee  head- 
quarters and  a  global  footprint  was  well  equipped  to  fill  in  BTs  hollowed-out  workforce. 
By  changing  work  rules — allowing,  for  example,  a  hard-of-hearing  employee  to  tape 
meetings  and  replay  the  cassettes  at  a  louder  volume  in  private — Waters  and  Manpower 
have  pushed  BTs  over-50s  back  up  to  26%  of  the  total  workforce,  on  its  way  to  the  35% 
national  average.  She  insists  BT  is  better  off  for  the  graying.  Example:  An  arthritic  elderly 
employee  designed  a  phone  with  large,  easy-to-punch  keys.  The  phone  is  now  one  of 
BTs  bestsellers,  a  hit  not  just  with  the  elderly  but  also  with  young  children. 

BT  has  16,000  "flexible"  staffers,  meaning  they  are  either  part-timers  or  on  the  pay- 
roll of  a  temporary-employment  agency  like  Manpower.  Thus  does  the  telecom  firm 
cope  with  a  competitive  marketplace  and  tough  European  labor  laws.  Manpower  sup- 
plies 45%  of  this  floating- worker  pool.  It  also  acts  as  a  personnel  consultant,  handles 
outplacement  and  recruits  permanent  staff,  specializing  in  data  processing. 

Europe's  rigid  labor  laws  that  make  it  expensive  or  nearly  impossible  to  lay  off  per- 
manent employees  have  long  been  a  boon  to  the  employment  agencies  supplying  temp 
workers.  Short-term  assignments  allow  European  companies  to  slip  their  handcuffs,  so 
it's  no  coincidence  that  rioting  France  is  Manpower's  biggest  single  market,  accounting 
for  a  third  of  its  worldwide  sales  of  $16  billion  a  year.  But  this  need  for  flexible  labor  is 
no  longer  restricted  to  union-friendly  European  nations;  it  is,  increasingly,  the  key  to 
American  corporate  survival.  Employees,  take  heed,  too. 

Product  cycles  that  once  lasted  five  years  are  now  down  to  18  months,  and  multina- 
tionals have  to  respond  in  kind,  quickly  ramping  up  and  then  ramping  down  a  product's 
worldwide  production.  Not  surprisingly,  firms  enlist  Manpower  in  such  tasks.  Honey- 
well has,  for  example,  commissioned  Manpower  to  supply  a  contingent  workforce,  so 
that,  in  Honeywell's  own  words,  the  company  can  get  the  right  backup  workers  in  the 
right  place  and  time  to  manage  surge  capacity  at  its  plants  and  offices  around  the  globe. 
(The  two  companies  won't  disclose  the  numbers  or  mix  of  full-timers  and  temps  this 
entails.)  Manpower  picks  up  about  $2  billion  in  annual  revenue  from  such  global  con- 
tracts but  wants  more. 

Manpower  is  gradually  transforming  itself  from  a  commodity  supplier  of  temps  to  a 
profitable  manager  of  flexible  labor  pools  all  across  the  globe.  It's  well  positioned  to  do 
so.  Manpower  has  an  international  pedigree  far  more  impressive  than  many  "global" 
companies  ensconced  in  Hong  Kong  or  New  York  skyscrapers:  4,400  offices  in  72  coun- 
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Retiree  Victor 
Coeiho  is  now  a 
floating  worker." 


  yJL 


A  WORKING  i 


»  victor  coeino  sax  aown  one  aay  ana  cruncnea  xne  nurriDers:  ix  was  more 
Jp^^kcost-effective  for  him  to  retire  early,  at  62,  and  get  temp  work,  bringing  in  an 
additional  $12,000,  than  it  was  to  keep  on  working  at  his  job.  It  wouldn't  make 
sense  to  stay  on  full-time  because  taxes  are  high  and  incremental  pension  benefits 
(from  California  and  from  Social  Security)  for  people  staying  on  the  job  are  meager. 
And  it  wouldn't  make  sense  to  earn  too  much  at  the  temp  job  because  Social  Secu- 
rity docks  younger  retirees  whose  jobs  bring  in  more  than  $12,000. 

So  Coeiho,  now  63,  quit  and  began  working  for  Manpower,  with  the  instructions 
that  he  wanted  flexible  and  interesting  work  near  his  home  in  Hanford,  Calif.  Today 
he  works  a  night  shift  floating  weather  balloons  and  recording  the  data.  "When  I 
go  on  vacation  now,  I  don't  feel  guilty,"  he  says. 

Maureen  Stapleton,  a  resident  of  London,  was  at  sixes  and  sevens  after  being  forced 
out  of  a  life's  work  in  the  British  Treasury's  mailroom  and  then  as  a  messenger  in 
Parliament.  "Bored  out  of  my  brain,"  she  says.  "And  I  do  like  the  nice  things  in  life." 

So,  at  68,  she's  back  in  a  mailroom  assignment,  this  time  at  the  Department  of 
Trade  &  Industry.  By  becoming  a  Manpower  employee  on  contract,  Stapleton  side- 
stepped the  U.K.  government's  mandatory  retirement  statutes. 

Can  she  keep  up  with  all  the  new  technologies?  Stapleton,  who  is  inclined  to  call  a 
scanner  a  "zapper,"  says  learning  new  technologies  simply  keeps  her  young.  She 
writes  down  all  the  instructions  and  then  religiously  follows  her  notes  until  she  gets 
the  hang  of  it.  "Anybody  who  is  still  healthy  can  give  it  a  go,"  she  says.      — R.C.M. 


tries  and  territories  means  84%  of  Man- 
powers revenues  are  earned  abroad. 

Demographic  challenges  in  personnel 
are  showing  up  in  the  U.S.  and  even  more 
so  around  the  world  (see  box,  p.  151 ),  so  the 
firm  is  taking  a  lead  in  learning  how  to  get 
older  workers  to  work  longer  as  developed 
countries  face  an  aging  workforce.  In 
Switzerland  Manpower  is  working  with 
Swisscom  to  find  work  for  older  workers 
being  laid  off  or  persuaded  to  take  early- 
retirement  offers,  and  it  places  about  500 
elderly  workers  a  year  through  this  program. 
In  the  U.K.,  Manpower  is  part  of  Working 
Links,  an  ambitious  private-public  partner- 
ship that  is  starting  to  tackle  the  problem  of 
the  "elderly  long-term  unemployed."  It  isn't 
even  known,  for  example,  where  this  group 
is  "hiding" — in  the  street?  With  relatives?  In 
the  U.S.,  meanwhile,  the  company  is  allied 
with  the  retiree  lobby  AARP  to  retrain  older 
workers  and  lands  50,000  jobs  a  year  for  that 
age  group. 

The  strategy  seems  to  be  working. 
Revenue  was  up  8%  in  2005;  operating 
profit  (earnings  before  interest  and  taxes, 
that  is)  was  $437  million,  up  10%.  "A  dis- 
ciplined, well-managed  company,"  says 
Mark  Marcon,  senior  equity  analyst  at 
Robert  W.  Baird.  Jeffrey  Joerres,  46,  Man- 
power's down-home  chief  executive  and 
chairman,  describes  his  company  as  "a 
bulldozer  in  third  gear.  It's  not  the  pretti- 
est thing,  but  it  gets  the  job  done." 

(Manpower  wouldn't  describe  a  typi- 
cal compensation  arrangement — either 
for  temps,  where  it  receives  a  percentage, 
or  full-timers,  where  it  gets  a  fee.  The 
company  maintains  this  varies  with  the 
client,  the  location  of  the  job  and  the  type 
of  work  or  skill  required.  But  the  com- 
pany's gross  profit  margin  is  18.3%.) 

Founded  in  1948,  Manpower  got 
started  providing  temps  for  America's 
postwar  economy.  Mitchell  Fromstein — a 
legendary  character  who  brought  worker 
benefits  and  training  to  the  temp  indus- 
try— built  Manpower  into  an  interna- 
tional powerhouse.  Along  the  way  the 
firm  was  sold  to  Parker  Pen,  and  then,  in 
the  late  1980s,  Fromstein  sold  it  to 
Britain's  temp  agency,  Blue  Arrow.  A  clash 
of  egos  between  Fromstein  and  Blue 
Arrow's  English  chief  executive,  Antony 
Berry,  quickly  led  to  the  American's  dis- 
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CORPORATE  RELOCATION  GUIDE 


THE  INTERNET 
HAS  CHANGED 
ME  DYNAMICS 

DF  SITE  SELECTION 


WHAT  IT 

MEANS  FOR 

/OUR  BUSINESS 


By  Robert  Ady 


"n  the  past  five  or  six  years,  the  dynamics  of  the  site  selec- 
l  tion  industry  have  changed  more  than  the  previous  40 
pars  combined.  What's  driving  such  change?  Simply  put, 
fte  availability  of  information  through  the  Internet.  As  a 
[suit,  relocation  searches  have  gotten  broader,  deeper  and 
[ster,  and  the  reliance  on  expert  intermediaries  such  as  site 
I  lection  consultants  has  increased. 

he  basic  tenets  of  the  site  selection  process  still  hold  true: 

[  •      Site  selection  is  a  process  of  elimination 
I  •      Searches  start  broadly  and  gradually  narrow 
]  •      The  stakes  for  relocating/ expanding  companies 
and  the  communities  involved  are  very  high 


Site  Selection  in  Simpler  Times 


In  the  late  20th  century,  the  site  selection  process  was  slow 
but  methodical.  A  project  team  had  at  least  six  months  to 
work  through  the  entire  selection  process  —  from  evaluat- 
ing a  company's  objectives  to  deciding  which  location  met 
those  objectives. 

Most  of  the  information  about  the  communities  came  from 
telephone  calls  and  requests  solicited  by  the  project  team  itself. 
If  a  community  passed  this  initial  screening,  then  a  two-to 
three-day  personal  visit  was  in  order.  During  these  site  visits, 
the  project  team  met  the  community  development  staff,  board 
and  local  business  leaders  and  toured  each  available  site. 
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HAMPTON  ROADS 

From  warehouses  in  wide-open 
spaces  to  offices  in  dynamic 
downtown  centers,  if  you're  looking 
for  opportunity,  you'll  find  it  in 
Virginia's  Hampton  Roads! 

No  other  East  Coast  location  can 
match  our  assets.  Our  labor  pool  is 
over  800,000.  Our  port  is  the  sec- 
ond largest  on  the  East  Coast.  Our 
state  is  right-to-work  ...  and  that's 
just  the  beginning! 

Hampton  Roads  offers  the  ideal  mix 
of  business  energy  with  vibrant  living. 
If  you're  looking  for  big  city  life  — 
we've  got  it!  If  you  want  quiet  country- 
side —  we  have  that  too!  That's 
because  our  MSA  of  1.6  million 
encompasses  15  distinctly  different 
jurisdictions:  Chesapeake,  Franklin, 
Gloucester  County,  Hampton,  Newport 
News,  Norfolk,  Poquoson,  Portsmouth 
Southhampton  County,  Suffolk, 
Virginia  Beach,  Williamsburg,  Isle  of 
Wight  County,  James  City  County 
and  York  County. 

So  let  the  Hampton  Roads 
Economic  Development  Alliance 
show  you  all  the  reasons  our  region  is 
perfect  for  your  business.  Virginia's 
Hampton  Roads,  your  avenue  for 
innovation  and  imagination. 


FOR  MORE  INFORMATION  ON 
HAMPTON  ROADS,  PLEASE  VISIT 
WWW.HREDA.COM. 
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VIRGINIA'S 


• 

ROADS 

ECONOMIC  DEVELOPMENT  ALLIANCE 


Site  Selection  Today 

Today  the  project  time  line  has  been  scaled  down  from  over  six  months  to  as  fir 
as  four  to  eight  weeks.  The  initial  screening  can  compare  hundreds  of  differei 
communities  worldwide  against  specific  location  criteria,  without  any  include 
community  ever  knowing  that  it  is  in  contention. The  site  selection  consultant  us< 
the  information  from  a  community's  Web  site  and  other  online  sources.  If  a  con; 
munity  doesn't  have  a  Web  site,  the  Web  site  cannot  easily  be  found  or  it  doesn 
have  the  right  type  of  information,  the  consultant  moves  on  to  other  communiti 
that  have  the  information  he  or  she  needs. 

From  this  initial  list,  the  site  selector  winnows  the  search  to  a  handful  of  leadir 
communities.  If  the  consultant  lacks  specific  information  about  a  community,  he  d 
she  will  contact  the  community  officials  directly  and  expect  an  answer  in  a  few  hour 

A  personal  site  visit  is  still  in  order,  but  instead  of  the  two-to-three-day  visi 
of  the  past,  the  site  selector  will  most  likely  have  just  a  few  hours  to  see  eac! 
community.  This  expedited  process  demands  a  well-oiled,  prepared  communii 
economic  development  team,  where  both  the  community's  staff  and  board  ai 
perfectly  in  step  with  one  another  and  responsive  to  the  needs  of  the  relocatir 
or  expanding  business. 

What  It  Means  for  Your  Business 

The  implications  for  relocating  or  expanding  businesses  are  clear.  Due  large 
to  the  Internet  and  the  proliferation  of  information,  site  searches  can  compa: 
global  location  options  for  the  corporation,  develop  very  specific  informatic 
relative  to  key  locational  success  factors  and  reduce  overall  staff  time  dedicate 
to  the  location  search. 


Virginia's  Hampton  Roads 

Avenues  for  INNOVATION  &  Imagination 


Ml 


II 


Innovative  companies  like  STIHL  Incorporated, 
headquartered  in  Virginia  Beach,  are  fast  becoming 
trademarks  of  the  Hampton  Roads  business 
environment.  Our  region  excels  with  imaginative 
minds  and  unmatched  assets.  1.6  million  people, 
185  international  companies,  and  enviable  global 
connections  make  the  Hampton  Roads  Region  a 
leader  in  world  class  international  business. 


Imaginative  minds  and  innovative  attitudes  are  in 
place  to  match  the  needs  of  your  business  with  the 
right  assets.  Contact  the  Hampton  Roads  Economic 
Development  Alliance  right  now. 


VIRGINIA 

HAMPTO 


ROADS 


ECONOMIC  DEVELOPMENT  ALLIANCE 


500  Main  Street 
Suite  1300 
Norfolk,  VA  23510  USA 

21  Enterprise  Parkway 
Suite  200 
Hampton,  Virginia,  23666 

757.627.2315 


www.hreda.com 


Chesapeake  ■  Gloucester  County  ■  Hampton  ■  Isle  of  Wight  County  ■  James  City  County  ■  Newport  News  ■  Norfolk 
■  Poquoson  ■  Portsmouth  ■  Suffolk  ■  Virginia  Beach  ■  Williamsburg  ■  York  County 
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GREAT 
OKLAHOMA  CITY: 
THE  URBAN 
HORIZON 

If  relocation  or  expansion  is  on  your 
company's  horizon,  the  Greater 
Oklahoma  City  region  is  the  place  to  be 
-  just  ask  Dell,  Inc.,  Quad/Graphics, 
Walgreens  or  Boldt  Construction. 

With  a  metro  population  of  1.25 
million,  a  quality  workforce  of  650,000, 
plus  another  118,000  attending 
Oklahoma's  19  colleges  and  universities, 
it's  no  wonder  Expansion  Management 
magazine  ranked  Oklahoma  City  in  the 
top  ten  on  this  year's  "50  Hottest  Cities" 
list  for  business  expansion  and  relocation. 

Strategically  located  at  the  center  of 
the  1-35  NAFTA  corridor,  the  Greater 
Oklahoma  City  region  includes  more 
than  30  diverse  communities  and  has 
one  of  the  lowest  costs  of  doing  busi- 
ness in  the  nation.  Oklahoma  also  has 
the  Quality  Jobs  Program,  which  pays 
cash  to  qualifying  companies  that  cre- 
ate and  maintain  quality  jobs  in  state. 

So  keep  your  eyes  on  the  horizon,  The 
Greater  Oklahoma  City  Urban  Horizon. 

FOR  MORE  INFORMATION  VISIT 
WWW.GREATER0KLAH0MACITY.COM 
OR  CALL  800-616-1114. 


THE 

IAN 
HORIZO 


Along  with  these  advances  come  risks.  The  major  challenges  are: 

•  Actively  managing  the  site  selection  process  to  stay  focused  on  objectives 
Being  strategic  in  what  types  of  information  are  needed  and  when 

•  Maintaining  the  established  time  line 

•  Developing  personal  communications  and  relationships  with 
community  representatives 

The  Web  Transforms  Site  Selection 


THEN  (5-6  Years  Ago) 

NOW 

Length  of  typical 
site  selection  search 

Six  months  or  more 

Four  to  eight  weeks 

Scope  of  initial 
screening 

One  or  two  dozen 
communities 

Hundreds  of  communities 

Percentage  of  site 
selection  process 
done  remotely 
versus  in-person 

40/60 

80/20 

Number-one  tool 
for  learning  about 
communities 

Personal  visit 

Web  site/ Internet 

Biggest  challenges 

DifFicult  to  gather 
comparable  data. 
Too  little  information 
readily  available. 

Easy  to  be  overwhelmed 
by  too  much  data.  Hard 
to  build  relationships  with 
targeted  communities  as 
quickly  as  the  rest  of  the 
process  is  moving. 

WEB  DIRECTORY 


Greater  Oklahoma  City  Chamber 
www.greateroklahomacity.com 

Hampton  Roads  Economic  Development  Alliance 
www.hreda.com 


The  former  president  of  PHH  Fantus  Consulting,  Rob< 
Ady  has  identified  prime  locations  for  more  businesses 
the  U.S.  than  any  other  person.  He  has  been  quoted 
The  Wall  Street  Journal  and  The  NewYork  Times  on  topics  su 
as  global  competition  and  business  location  trends. 


Manpower 


missal,  followed  by  a  franchise  revolt,  then 
the  ousting  of  Berry  himself,  finishing  up 
with  the  recrowning  of  Fromstein. 

By  1998,  however,  the  70-year-old  From- 
stein was  out  of  touch,  clinging  to  the  job 
he  had  held  for  23  years  overall  and  miss- 
ing crucial  labor  market  trends,  such  as  the 
rising  importance  of  IT  staff.  That  same 
decade  the  dealmaking  European  billionaire 
Klaus  Jacobs  created  rival  Adecco  out  of  a 
merger,  pole-vaulting  the  firm  past  Man- 
power to  become  the  worlds  biggest  temp 
agency.  A  year  later  Fromstein  was  out,  and 
his  job  went  to  a  dark  horse,  Jeffrey  Joerres, 
whose  journey  to  the  corner  office  had 
started  with  a  basketball  scholarship  that 
took  him  out  of  his  blue-collar  neighbor- 
hood and  into  an  elite  private  high  school. 

Joerres  built  a  permanent-placement 
business  of 2,000  recruiters;  this  business  typ- 
ically has  net  margins  two  times  those  of 
standard  temp  work  and  is  a  natural  entree 
into  other  corporate  offerings.  Which  is  why 
he  also  spent  a  total  $807  million  acquiring 
Elan  (IT  staffing),  Right  Management  (out- 
placement and  retraining)  and  Jefferson 
Wells  (accounting  and  tax  specialists). 

Last  October  Manpower  India  acquired 
three  divisions  from  ABC  Consultants,  a  local 
firm  in  executive  recruitment.  That  deal 
(terms  not  disclosed)  suddenly  made  Man- 
power India  the  clear  leader  in  the  Indian 
market  in  temporary  workers  for  financial 
li  services,  data  processing  and  related  serv- 
ices like  call  centers.  Presumably  this  know- 
Ihow  will  help  Manpowers  salesmen  in  the 
IWest  close  on  lucrative  multinational  con- 
,  tracts.  Shares  are  up  185%  since  Joerres  took 
:  over;  the  S&P  500  is  flat  in  the  same  period. 

Of  course  it  hasn't  all  been  smooth 
sailing.  Manpower  recently  took  a  charge 
I  as  it  restructures  its  U.K.  operations.  Even 
at  BT,  Caroline  Waters  says  she  wants  to 
•see  more  "proactivity  and  innovation 
i  [from  Manpower]  in  developing  solutions 
I  that  help  our  business."  Says  Joerres:  "This 
is  not  a  perfect  tango  yet." 

But  Joerres  sees  growth  in  the  type  of 
fills  that  Caroline  Waters  has  been  making 
at  BT.  Paradoxical  as  it  might  seem  at  a 
time  when  midcareer  skilled  workers  feel 
their  jobs,  or  at  least  their  pay,  being 
i  squeezed,  he  says  there's  a  gathering,  cry- 
ing need  for  these  aging  baby  boomers. 
"In  ten  years'  time  we  will  see  many  busi- 


nesses failing  because  they  haven't  planned 
ahead  for  the  talent  shortage  and  are  unable 
to  find  the  people  they  need  to  run  their 
businesses,"  Joerres  predicts.  "This  is  not  a 
cyclical  trend,  as  we  have  seen  in  the  past. 
This  time  the  talent  crunch  is  for  real  and 
going  to  last  for  decades." 

Is  there  not  a  hollowing-out  of  many 
industries,  with  jobs  going  to  the  rising 
(and  cheaper)  young  of  the  developing 
world?  How  can  there  be  a  developing 
scarcity  of  labor  when  real  wages  in  much 
of  die  U.S.  economy  appear  to  be  static? 

Economists  say  a  lot  of  the  US'  salary 
stagnation  of  the  last  few  years  is  a  normal 
cyclical  correction  to  the  overheated  pay  in- 


creases of  the  late  1990s.  The  difference:  The 
oil  price  increases,  rising  inflation  and 
climbing  interest  rates  of  the  last  two  years 
have  not  resulted  in  the  kind  of  catch-up 
wage  demands  that  were  commonplace  in 
the  1970s.  But  with  U.S.  unemployment 
down  to  4.7%  and  employees  finally  start- 
ing to  realize  high  energy  prices  will  be  here 
for  a  while,  that's  all  about  to  change.  Says 
Peter  Jarrett,  an  economist  with  the  Orga- 
nization for  Economic  Cooperation  &  De- 
velopment (OECD)  in  Paris:  "Real  [increases 
in]  wages  are  going  to  come  back." 

Offshoring  will  go  only  so  far.  "There  are 
call  centers  in  India  that  have  70%  and  80% 
staff  tumoverr  says  David  Arkless,  Manpower's 


FirstEnergy  Corp.,  headquartered  in  Akron,  Ohio,  was  created  in  1997  from 
mergers  that  eventually  stitched  together  utilities  across  Ohio,  Pennsylvania 
and  New  Jersey.  Between  the  mergers  and  new  technologies  that  reduced 
staffing  needs,  FirstEnergy  had  its  hands  full  easing  some  1,000  employees  out  of 
the  company.  So  FirstEnergy  tapped  Right  Management— the  world's  largest  out- 
placement specialist  and  a  division  of  Manpower— to  help  the  displaced  workers 
update  their  resumes,  improve  their  marketing  and  negotiating  skills,  retrain  and 
ultimately  land  new  jobs. 

FirstEnergy's  personnel  director,  Ralph  Smith,  is  now  grappling  with  the  fact  that 
within  the  next  five  years  50%  of  FirstEnergy's  13,000  employees  will  become  eligi- 
ble for  retirement.  If  they  all  head  for  the  door  at  the  same  time,  the  utility  has  a 
staffing  problem  that  is  the  mirror  image  of  the  last  one. 

Smith's  answer  is  to  reverse  Right  Management's  assignment.  Its  new  tasks:  recruit 
employees  from  high  schools,  colleges  and  other  industries;  help  figure  out  what 
employment  policies  will  retain  the  firm's  55-  to  65-year-olds  and  convince  them  to 
work  past  retirement;  and  design  a  training  program  that  in  time  will  help  trans- 
fer the  older  generation's  skills  to  the  new  hires. 

"Right  Management  helped  us  in  the  exodus  of  the  1990s,"  says  Smith.  "Now 
we're  looking  for  them  to  help  us  with  the  retention,  retraining  and  reskilling  of 
our  workforce,  as  well  as  recruit  new  people.  Even  though  we've  made  techno- 
logical improvements,  we  know  we  are  facing  a  labor  crunch." 
Not  all  managements  are  onto  this,  says  Manpower  boss  Jeffrey  Joerres.  Because 
the  crisis  point  is  still  a  few  years  out,  chief  executives  today  are  inclined  to  pass 
the  issue  on  to  their  successors.  But  it's  going  to  take  years  to  change  people's 
habits  so  that  not  too  many  workers  retire  young. 

It  starts  with  lobbying  governments  to  remove  disincentives  for  keeping  older  work- 
ers on  the  payroll  (among  the  biggest  changes  needed:  no  financial  penalties  for 
Social  Security  recipients  working).  Companies  need  to  retain— and  retrain— older 
workers  and  then  help  younger  employees  figure  out  how  to  lead  them;  they  have 
to  introduce  flexible  hours  and  assignments  that  are  attractive  to  workers  ages  55 
to  70;  they  have  to  reorganize  their  plants  and  offices  so  more  employees  can  work 
from  home;  they  have  to  build  pools  of  reliable  temp  staffers  as  backup. 
"This  is  not  a  problem  that  can  be  solved  with  a  flick  of  the  switch,"  says  Joerres. 
"If  companies  try  that,  the  lights  will  work  for  a  few  moments— and  then 
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senior  vice  president  of  corporate  affairs.  "In 
China  were  seeing  30%  to  40%  [pay]  increases 
every  six  months  in  some  job  categories  in  the 
major  cities.  How  long  can  you  sustain  hav- 
ing gone  there  for  lower-cost  wages?" 

The  U.K.  think  tank  Oxford  Econom- 
ics says  that  U.S.  manufacturing-job  losses 
to  China  between  2000  and  2010  will  come 
in  as  low  as  500,000 — that's  how  many  jobs 
the  dynamic  U.S.  economy  frequendy  sheds 
every  few  days.  McKinsey  &  Co.  figures  all 
developed  countries  combined  will  off- 
shore maybe  4. 1  million  jobs  by  2008.  That's 
nothing:  4.6  million  Americans  start  new 
jobs  every  month. 

So  a  return  to  higher  real  wages  in  the 
U.S.  and  most  other  OECD  countries  is  in 
the  cards — but  with  a  major  structural  dif- 


quartered  in  Heiligenkreuz,  a  rural  vil- 
lage in  southern  Austria.  The  sawmill  and 
hardwood  processor  employs  93  workers. 
"By  ourselves,  we  can't  find  enough  good 
workers,"  says  Roland  Feit,  Abalon's  sales 
director.  "We  seem  to  find  the  most  moti- 
vated and  flexible  workers  via  Man- 
power." At  any  given  moment  between  2 
and  1 5  employees  of  Abalon's  workforce 
could  be  temp  workers  supplied  by  Man- 
power. Among  them:  46-year-old 
Siegfried  Lorenz,  a  construction  worker 
from  near  Vienna  who  returned  to  south- 
ern Austria  after  his  son  died.  Lorenz  tells 
FORBES  he  used  Manpower  to  find  work 
for  the  last  five  years  but  has  finally 
become  a  full-time  Abalon  employee. 
In  Canton  Bern,  Switzerland,  the  Man- 


ference.  A  normal  cyclical  uptick  in  wages 
will  be  aggravated  by  the  labor  squeeze  cre- 
ated by  rapidly  aging  workers.  Fifteen  years 
from  now  80%  of  the  native-born  workforce 
in  North  America — and  even  more  in 
western  Europe — will  be  over  50  years  old. 
Mobility  is  one  answer,  but  systematically 
finding  local  talent  is  another — maybe 
some  of  those  potential  staffers  overlooked 
by  dint  of  age  or  disability.  That's  the  kind 
of  thing  Manpower  calls  "transformational 
labor  solutions."  For  some  late-career  work- 
ers this  can  turn  out  to  be  a  boon  (see  box, 
p.  146),  and  in  parts  of  Europe  such  solutions 
can't  come  soon  enough. 

Abalon  Hardwood  GmbH  is  head- 


power  affiliate  built  a  loose  consortium  of 
eight  dairy-related  clients — cheese,  chocolate 
and  ice  cream  producers — and  then  offered 
them  exclusive  access  to  a  specially  created 
temp  pool  of  40  experienced  dairy  workers. 
An  intranet  was  created  for  online  bookings. 

Manpower  Switzerland — a  joint  ven- 
ture with  the  local  Mumenthaler  family — 
has  52  branches  across  the  country  and 
placed  18,000  temp  and  2,500  long-term 
positions  last  year.  Here's  another  of  its 
"tailored"  solutions:  The  company  tapped 
an  EU-Swiss  treaty  to  bring  in  construc- 
tion workers  from  high-unemployment 
eastern  Germany  after  a  severe  labor 
shortage  in  Switzerland  was  threatening 


The  Gramps  Brigade 


Southern  Europe  and  north  Asia  will 
be  hardest  hit  by  the  gray  wave. 


%  OF  POPULATION  AGE  65  AND  OVER 


Source:  OECD  Demographic  &  Labour  Force 
Projections  Database. 


to  derail  construction  projects.  But  these 
workers,  often  bunked  in  barracks  near 
the  construction  sites,  would  get  the  blues 
and  walk  off  the  job.  So  Manpower  began 
screening  with  a  "homesickness"  test 
designed  by  psychologists.  Among  the 
revealing  questions:  Do  you  have  a  girl- 
friend back  home?  Have  you  ever  moved 
homes?  Are  you  a  member  of  a  club? 

"Chief  executives,"  advises  Joerres,  "need 
to  throw  out  that  map  showing  where  all  their 
manufacturing  is  and  instead  put  up  a  map 
that  shows  where  all  their  labor  is  coming 
from.  And  then  they've  got  to  start  moving 
their  labor  around  as  dynamically  as  they  are 
moving  their  products  around."  F 
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Aetna's  Information 


By  far  the  richest 
online  selection 
of  the  Big  Three." 

-BusinessWeek 

In  BusinessWeek  magazine's  recent 
comparison  of  Web  sites  and  information 
tools  offered  by  the  top  three  national 
health  insurers,  Aetna  received  the 
highest  marks.  According  to  their  article, 
they  "found  the  richest  set  of  offerings 
at  Aetna's  site."  And  Aetna's  online  survey 
to  help  members  evaluate  and  manage 
their  health  was  said  to  be  "the  most 
comprehensive."  To  learn  more  about  how 
our  information  can  help  your  employees 
make  better  health  care  decisions, 
call  your  broker,  Aetna  representative, 
or  visit  us  online  at  aetna.com. 


We  want  you  to  know™ 

TAetna* 

Health 
Dental 
Pharmacy 
Behavioral  Health 
Long  Term  Care 
Disability 
Life 


©2006  Aetna  Inc.     Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  From  BusinessWeek  article,  February  20,  2006, 
copyright  by  The  McGraw-Hill  Companies,  Inc.,  comparing  Aetna,  UnitedHealth,  and  Wellpoint 
member  Web  sites.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200615 
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Written  by  Patti  Nickel 


mm*t/^m>  t's  the  birthplace  of  bourbon  and  the  horse  capital  of  the  world 
A  place  where  the  grass  is  blue  and  the  people,  like  the  horses,  have 
an  unbridled  spirit.  The  Commonwealth  of  Kentucky,  with  its  diversJ 
landscape,  ranging  from  the  Appalachian  Mountains  in  the  east 
to  the  lakes  and  river-studded  peninsulas  in  the  west,  can  clainj 
many  superlatives:  the  largest  explored  cave  system  in  the  worlc 
and  the  country's  largest  state  resort  park  system;  some  of 
the    country's    most    elite    college    basketball    teams    and  th« 

■Jki    "most  exciting  two  minutes  in  sports'' (the  Kentucky  Derby). 


ERNIE  FLETCHER 

Governor  of 
The  Commonwealth  of  Kentucky 
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The  country's  most  success- 
ful CEOs  know  the  value 
of  effective  marketing. That's 
why  Kentucky  Governor  Ernie 
Fletcher  has  overseen  a  statewide 
branding  project,  making  Kentucky 
the  first  state  to  brand  all  areas  of 
government,  including  tourism  and 
economic  development. 

"Kentucky  Unbridled  Spirit" 
now  appears  on  all  state  adver- 
tisements, signage,  Web  sites, 
stationery,  brochures  and  promo- 
tional items,  and  is  used  as  well  by 
local  governments  and  private 
companies.  Use  of  the  brand  has 
extended  the  state's  marketing 
dollars  and  has  given  Kentucky  a 
unique  marketing  identity. 

Brand  research  after  one 
year  has  shown  that  "Kentucky 
Unbridled  Spirit"  has  become  the 
most  recognized  state  brand  in 
the  region. 

"Studies  reinforced  that  while 
horses  are  Kentucky's  most 
famous  symbol,  our  most  impor- 
tant asset  is  the  unbridled  spirit  of 
our  people,"  says  Governor- 
Fletcher.  "Our  passion  for  quality 
and  our  love  for  competition  set 
us  apart  and  make  Kentucky  the 
preferred  destination  for  busi- 
nesses, visitors  and  anyone  look- 
ing for  a  higher  quality  of  life." 

www.kentucky.gov 


Kentucky  boasts  the  "Grand  Canyon  of  the  South"  (Break] 
Interstate  Park  on  the  Virginia  border)  and  the  "Gettysburg  q 
the  West"  (Perryville  Battlefield);  the  Bourbon  Trail  (the  state  pra 
duces  95%  of  the  world's  supply  of  bourbon);  and  a  trail  q 
another  kind  —  U.S.  23,  Country  Music  Highway,  home  of  th 
greatest  collection  of  country  music  luminaries  this  side  of  Nashville. 

The  grass  may  be  blue,  but  Kentucky  businesses  are  seeing  green.  Calle 
the  new  "Auto  Alley"  for  its  strong  vehicle  manufacturing  presence,  thj 
commonwealth  now  also  offers  a  burgeoning  service  sector  and  a  rash  c 
high-tech  opportunities. 

The  sun  has  been  shining  on  "My  Old  Kentucky  Home"  for  more  than  tw 
centuries,  but  in  the  past  two  decades,  it  has  been  shining  just  as  brightly  o 
the  commonwealth's  business  and  industry  environment. 

Topping  the  Charts 

Kentucky  has  earned  national  and  international  recognition  for  its  hos 
pitable  business  climate  and  profitable  investment  opportunities,  includin 
several  benchmark  citings  by  Site  Selection  magazine.  Kentucky  has  consistent! 
ranked  in  the  top  six,  most  recently  scoring  the  fourth-place  position  in  th| 
magazine's  annual  Competitiveness  Award,  based  on  ten  quantifiabl 
criteria  for  measuring  business  expansion  activity,  and  ninth  among  the  state 
for  overall  business  climate.  Additionally,  it  placed  third  in  the  nation  for  th 
most  micropolitan  areas  in  the  magazine's  Top  100  Micropolitan  Areas  Aware 

The  state's  metro  areas  have  gotten  their  share  of  recognition  as  well:  Louisvill 
ranked  15th  nationally  and  second  in  the  Midwest  in  Entrepreneur  magazine 
2003  list  of  the  top  25  cities  for  entrepreneurs,  and  first  for  small  business  growtl 
In  Forbes'  2004  ranking  of  the  Best  Places  for  Business  and  Careers  in  the  nation 
150  largest  metro  areas  —  based  on  cost  of  doing  business,  concentration  of  co 
lege  graduates  and  quality-of-life  factors  —  Lexington  ranked  ninth,  whil 
Louisville  and  Owensboro  also  made  the  list.  The  Cincinnati  area,  which  include 
northern  Kentucky,  ranked  28th  among  the  Top  40  Locations  for  Biotechnolog 
in  the  U.S.,  according  to  the  November  2003  issue  of  Business  Facilities. 

These  accolades  have  not  gone  unnoticed  by  industry  leaders,  both  on 
national  level  and  on  a  global  scale:  21  of  the  top  25  largest  global  and  U.! 
corporations  have  operations  in  Kentucky.  Foreign  enterprises  currently  hav 
more  than  340  facilities  located  throughout  the  state,  resulting  in  more  tha 
71,000  jobs,  while  the  state  has  established  economic  development  offices  i 
Tokyo,  Brussels,  Santiago  and  Guadalajara,  with  another  set  to  open  i 
China.  Today,  UPS  and  Toyota  are  as  much  a  part  of  the  commonwealth 
corporate  landscape  as  Maker's  Mark  and  Colonel  Sanders. 


At  Alliance  Resource  Partners,  we  see  the  power  of  coal  CVCfywtiCfC. 


It  can  be  in  the  flip  of  a  light  switch.  Stable  jobs  for  families. 
IA.  vital  industry  that  powers  the  economy  of  an  entire  nation. 
■The  one  thing  they  have  in  common  is  coal  -  an  abundant, 
I'rock-steady"  fuel  for  the  whole  country. 

§A/e're  not  alone  in  our  view  of  coal's  incredible  potential.  Market 
Jemand  for  coal-powered  electricity  generation  is  at  an  all-time 
igh,  which  is  driving  production  at  our  mines  in  Kentucky, 
Indiana,  Illinois,  Maryland  and  West  Virginia  to  record  levels. 


Through  strategic  investments  and  consistently  exceptional 
performance  we  have  built  a  solid  foundation  -  and  confirmed  our 
position  as  one  of  the  country's  most  profitable  coal  companies. 

If  you  want  to  see  a  true  display  of  power,  just  look  around. 
Coal  is  improving  lives  and  creating  a  bright  future.  For  all  of  us. 
Alliance  Resource  \ 

Partners  believes  that's  ALLIANCE  RESOURCE 

pretty  powerful.  PARTNERS,  L.P. 

www.arlp.com  NASDAQ:  ARL1> 


It's  a  great  place  to 
bring  your  company's 
next  meeting. 
Or  your  company. 

A  stay  in  the  Bluegrass  lets  you 
sample  traditions  as  deep  as  the 
limestone  on  which  they  were  built. 

Discover  world-renowned  horse 
farms,  explore  centuries-old 
bourbon  distilleries,  and  tour 
our  many  historic  homes. 

With  a  strong  economy,  an 
educated  workforce,  the  nation's 
third  lowest  electric  utility  rates, 
affordable  housing  and  high 
quality  of  life,  the  Bluegrass  is  the 
ideal  place  to  locate  a  business. 

Lexington  -  rated  one  of  America's 
premiere  cities  by  Forbes  Magazine. 

LenjM 

visitlex.com 
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The  Sun  Shines  Brightly  on  Businesses  in 
Their  "New  Kentucky  Home" 

Some  of  the  largest  national  and  international  corporations  —  UPS,  Citi 
corp,  GE,  Amazon.com,  Ford,  GM  and  Toyota  —  have  established  deep  root 
in  the  commonwealth,  while  a  bevy  of  homegrown  companies  —  Humana^ 
Lexmark,  Papa  John's,  KFC,  Ashland  Inc.  and  Louisville  Slugger  among  ther| 
—  have  become  household  names  around  the  world.  Still  other  state-base 
businesses  remain  under  the  radar  for  now,  most  notably  the  new  class  of  high 
tech  startups  the  state's  universities  and  research  centers  are  nurturing. 

This  corporate-centric  focus  is  music  to  the  ears  of  the  Kentucky  Eci 
nomic  Development  Partnership  Board,  established  in  1992,  which  combine 
representatives  from  the  public  and  private  sectors.  Eschewing  the  push  an 
pull  of  politics  that  often  colors  a  state's  business  climate,  the  board  resolve 
to  make  "what  you  know"  a  priority  over  "who  you  know."  Its  efforts  hav 
paid  off  in  a  big  way. 

Atlanta-based  Jim  Medbery,  a  senior  vice  president  for  the  site-consultin 
firm  Binswanger  Corp.,  says  he  speaks  regularly  with  fellow  consultanl 
around  the  country,  and  the  consensus  is  that  Kentucky  has  a  lot  to  offe 
Medbery,  who  has  been  involved  in  locating  some  40  major  plants  i) 
Kentucky,  including  Land  O'Frost  Foods  and  American  Greetings,  touts  th 
state  as  having  one  of  the  most  pro-business  climates  in  the  country. 

"We  think  Kentucky  has  the  best  incentive  program  of  any  of  the  soutl 
eastern  states,"  he  says.  "It  is  very  aggressive  with  regard  to  corporate  ta 
abatements  and  other  incentive  programs  that  are  designed  to  offset  the  co 
of  opening  and  occupying  a  facility." 

Medbery 's  analysis  of  Kentucky's  business  savvy  is  shared  by  Bob  Lekite 
vice  president  of  Airlines  and  International  Operations  at  United  Parcel  Se 
vice  (UPS).  UPS,  the  world's  largest  package-delivery  company  and  its  nintl 
largest  airline,  opened  its  international  air  hub  in  Louisville  in  1981.  The  fa> 
that  more  than  1  million  parcels,  bound  for  destinations  around  the  worli 
move  through  the  hub  daily  is  impressive  enough,  but  the  real  growth  —  tl 
boundless  potential  that  Kentucky  political  and  industry  leaders  have  reco; 
nized  and  helped  nurture  —  lies  in  synchronizing  the  commerce  that  all  tho 
packages  represent. 

"The  political  and  business  leaders  of  this  state  looked  beyond  the  seve 
airplanes  and  250  jobs  we  originally  brought  here,"  says  Lekites.  "They  we 
able  to  see  a  future  where  the 
fabric  of  the  global  economy 
would  be  held  together  by  a 
high-tech  distribution  and  logis- 
tical system  that  in  1981  was 
just  being  born." 

No  one  knows  better  than 
Kentuckians  about  the  domino 
effect  of  having  one  of  the 
nation's  largest  companies  set  up 
shop  in  your  backyard.  Because 
of  UPS,  some  80  companies  have 


ForVtsifor  information 
call  1-800-848-1224. 
For  business  relocation 
information  call 
1-800-341-1100. 


Commerce 
m  Lexington 


m.  Lexmark. 


)YOTA, 


i  e  nts.  Amazon.com. 


Many  of  the  world's  most  successful  companies  have 
discovered  that  Kentucky,  land  of  the  thoroughbred, 
is  a  great  place  to  build  their  business.  Just  look  at  our 
track  record:  Industrial  electricity  costs  that  are  the 
lowest  in  the  nation.  A  new  tax  structure  that's  among 
the  most  competitive  in  the  region.  An  ideal  location 
within  600  miles  of  two-thirds  of  America's  population. 


We  also  have  one  of  the  most  progressive  financial 
incentive  programs  anywhere.  A  workforce  that 
consistently  outperforms  the  national  average  for 
productivity.  And  an  unsurpassed  quality  of  life. 

Contact  us  today  and  learn  what  the  Bluegrass 
State  can  offer  your  business.  We're  willing  to  wager 
that  you'll  find  Kentucky  a  winner  across  the  board. 


Kentucky 

UNBRIDLED  SPIRIT  — ^  ■ 


1  -800-626-2930  or  visit  ThinkKentucky.com. 


Cabinet  for  Economic  Development 
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iducah's  commitment  to 
supporting  business,  excellent 
interstate  highway,  river,  rail 
and  air  access  along 
with  a  market  of  over 
25  million  people  within 
600  miles  has  made  Paducah 
one  of  the  United  States' 
"fop  12  micropolitans." 

To  determine  how  your 
company  can  maximize 
profitability  in  Paducah... 

Contact  us 
www.gpedc.com 
800.788.01 10 


either  located  in  the  state  or  expanded  their  operations  in  the  past  five  yean 
investing  more  than  $300  million  and  bringing  in  approximately  7,000  ne\ 
jobs.  Two  companies  whose  move  depended  directly  on  the  proximity  to  th 
UPS  hub  are  Zappos.com,  a  Las  Vegas-based  Internet  shoe  retailer,  whic 
decided  four  years  ago  to  put  a  distribution  center  in  Shepherdsville;  an 
Amazon.com,  the  hugely  successful  online  retailer  (with  $7  billion  in  est 
mated  annual  sales),  which  recently  opened  a  distribution  center  in  Hebro 
in  northern  Kentucky,  its  sixth  such  center  in  the  state. 

Those  numbers  become  even  more  impressive  when  you  factor  in  th 
20,500  employees  of  UPS  statewide  —  with  more  on  the  way  —  along  wit 
the  company's  $1.1  billion  expansion  of  its  Louisville  hub. 

To  get  an  idea  of  the  scope  of  the  project,  the  UPS  Worldport  has: 

•  4  million  square  feet  under  one  roof  —  the  equivalent  of  88  footba 
fields 

•  75  million  pounds  of  steel  —  three  times  as  much  as  the  Eiffel  Tower 

•  4,500  miles  of  fiber-optic  cable  —  enough  to  stretch  from  Louisvil 
to  Seattle,  birthplace  of  UPS,  and  back  again 

•  304,000  packages  per  hour  transiting  more  than  100  miles  of  conveyc 
belts  —  the  distance  from  Louisville  to  Cincinnati 

It's  no  wonder  some  say  the  UPS  air  hub  will  have  a  greater  impact  o 
Louisville  than  the  Ohio  River  did  in  the  last  century. 

Hybrids,  Health  Care  and  Horses  Help 
Diversify  the  State's  Economy 

In  the  mid-1980s  when  Toyota,  bolstered  by  a  huge  demand  stateside  f( 
its  automobiles,  began  scouting  a  location  for  its  first  American  assemb 
plant,  there  was  no  shortage  of  offers  as  state  after  state  vied  for  the  mult 
billion  dollar  investment.  When  all  the  courting  was  over,  Toyota  acceptt 
the  commonwealth's  proposal,  choosing  to  build  its  $4  billion  plant  —  i 
largest  outside  Japan  —  amid  the  pastoral  horse  farms  of  central  Kentucl 
near  Georgetown. 

This  successful  partnership  has  produced  two  offspring:  the  compan> 
North  American  manufacturing  headquarters,  located  in  Erlanger,  and  Nor 
American  Parts  Center,  located  in  Boone  County.  The  passage  of  legislatk 
creating  innovative  financial  incentives  for  environmentally  friendly  pro 
ucts  paved  the  way  for  the  new  hybrid  Camry  to  come  with  a  Kentucky  pec 
gree  as  well. 

In  2005,  Governor  Ernie  Fletcher  and  Toyota  officials  announced  th 
Toyota  would  begin  building  3,000  to  4,000  of  the  popular  vehicles  p 
month  in  Georgetown,  marking  the  first  time  it  has  produced  hybrids 
North  America,  and  calling  for  an  additional  $39  million  investment  in  t 
Georgetown  plant. 

In  fact,  the  state's  entire  auto  industry  continues  to  grow:  in  2004  it  w 
the  third-largest  producer  of  cars  and  the  fifth-largest  producer  of  light  true 
in  the  U.S.  Not  only  Toyota,  but  also  Ford  and  GM  have  major  auto-assemt 
plants  in  Kentucky.  Nearly  10%  of  all  cars  and  trucks  made  in  the  U.S.  a 
manufactured  in  Kentucky,  with  the  Corvette  plant  in  Bowling  Green  bei 
the  sole  producer  of  America's  premium  sports  car. 


i    »  UNeftttX-ED  SPIRIT -^F- 
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The  presence  of  the  major  automakers  in  the  state  has 
en  a  catalyst  for  luring  hundreds  of  smaller  manufac- 
lrers  that  supply  the  industry.  Companies  that  manufac- 
ire  brakes,  sunroofs,  fuel  systems,  tire  rubber  and  engine 
)mponents  say  that  Kentucky's  central  location  (it  is 


Helping  existing  companies  expand  is  an 
3ssential  part  of  our  economic  develop- 
ment strategy.  Humana's  expansion  is 
i  major  boost  for 
Centucky's  economic 
engine,  as  its  effects 
vill  be  felt  across  the 
>ity,  region  and  state." 

SENE  STRONG 
Secretary  of  the 
entucky  Cabinet  for 
iconomic  Development 


within  several  hours'  drive  of  all  the  other  top  auto- 
producing  states)  is  a  strong  selling  point. 

It's  not  just  the  automotive  industry  that  has  found 
the  commonwealth's  business  climate  to  be  a  healthy  one. 
The  health  care  industry  is  also  flourishing  in  the  state, 
with  hospitals  in  the  metropolitan  areas  consistently 
named  to  "best  in  the  U.S."  lists.  Perhaps  the  greatest  suc- 
cess story  in  the  health  care  arena  is  that  of  a  company 
that  originated  in  Kentucky  44  years  ago. 

Louisville-based  Humana  Inc.  offers  coordinated 
health  insurance  coverage  and  related  services  to  employer 
groups,  government-sponsored  plans  and  individuals, 
with  some  9  million  members  in  46  states  and  Puerto 
Rico.  As  Kentucky's  largest  publicly  traded  company, 
Humana  Inc.  contributes  significantly  to  the  state's 
overall  economy.  That  significance  got  a  major  boost 
in  June  2005  when  Governor  Ernie  Fletcher,  a  physician 
by  profession,  announced  that  Humana  would  expand 
its  operations  in  Louisville  and  northern  Kentucky, 
creating  1,375  new  jobs  and  an  annual  payroll  of 
$55  million. 


A  True  Kentucky  Thoroughbred 


J  That's  how  some  might  describe  the  Toyota  Camry,  which  we  have  built  from  day  one  at  Toyota 
|  Motor  Manufacturing  Kentucky,  the  assembly  plant  we  opened  in  Georgetown  in  1986.  What  that 
early  Camry  really  was,  however,  was  a  sign  of  Toyota's  belief  in  Kentucky. 


We  did  our  research,  we  explored  other  options  and  we  concluded  what  our  neighbors  in  the 


Bluegrass  State  knew  already:  Kentucky  is  a  great  place  to  do  business.  That's  why  we 
subsequently  established  our  North  American  Manufacturing  Headquarters  and  our 
North  American  Parts  Center  in  the  state.  All  together,  these  three  Toyota  facilities  employ  more 
than  8,400  team  members,  not  to  mention  thousands  of  other  jobs  at  dealerships  and  more  than 
1 00  supplier  facilities  across  the  state.  Obviously,  we  have  a  long-term  commitment  to  Kentucky. 

TOYOTA 

Toyota  Motor  Engineering  &  Manufacturing  North  America,  Inc. 
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The  combined  $5.7  million  investment  will  be  spread 
over  four  locations,  three  in  its  headquarter  city  and  one 
in  the  northern  Kentucky  city  of  Newport,  an  indication 
of  that  region's  business  vitality. 

Hybrids  and  health  care  may  be  Kentucky's  future, 
but  the  horse  industry  has  been  its  past,  present  and 
future,  with  Lexington  and  central  Kentucky  designated 


I  his  landmark  three-year  customer  experience  study*  has  no  paralk 
in  the  health  benefits  industry.  It  demonstrates  that  I  lumana's 
SmartSuite'  solution  is  more  than  just  a  series  of  products-  it  unites 
product  design,  financial  planning  tools,  clinical  programs  and 
consumer  education  to  produce  breakthrough  results. 

It  Works 


Three  years  of  customer  experience  -  155  companies, 

a  range  of  industries,  143,000  people  on  SmartSuite'  Plans 

•  Annual  claims  trend  in  5-6%  range 

•  Average  single-digit  premium  increases 

•  Success  for  all  sizes  and  kinds  of" companies 

•  Improved  drug  compliance  rates 

•  Maintained  use  of  preventive  health  care  services 

•  Employer/employee  cost  share  virtually  unchanged 

•  Consumerism  became  real 

•  Overall  aggregate  savings  of  $32  million 

To  view  the  report,  visit  www.humana.com 
or  call  800-658-8541 


A 

Jt  most 

Group  health 
■Medicare 
Individual  health 
■Dental  and  Life 

Humana  Plans  arc-  ollered  by  the  Family  of  Insurance  and  Health  Plan  Companies  including  Humana  Medical  Plan,  Inc.,  Humana  Employee,  Health  plan  ol  Georgia.,  inc.. 
Humana  Health  Plan,  Inc.,  Humana  Healih  Benefit  Plan  ol  touniana,  Wc„  Humana  Health  Plan  ol  Ohio,  hit..  Humana  Health  Plain  ol  Pwto  Rico,  Inc.  Ikcme  (f  (KWS 
0008,  Humana  Wisconsin  Health  Orgarwation  Insurance  Corporation,  or  Humana  Health  Plan  of  Twas,  Inc. -A  Health  Maintenance  Organization  or  insured  by  Humana 
Healih  Insurance  Company  of  Honda,  int  .  Humana  Health  Plan,  Inc.,  Humana  Health  Benefit  Plan  of  louisiana.  Inc.,  Humana  Insurance  Company,  Humana  Insurants 
Company  of  Kentucky,  Empbcsys  Insurance  Company,  ui  Humana  Insurance  ol  Puerto  Rico,  Inc.  License  #  OOlflMWO1) 

tor  Arcnnu  Readonly,  Offered  try  Humana  Health  Plan,  Inc.  or  insured  by  Humana  Insurance  Company,  tmphesys  Insurance  Company 

Please  roter  to  your  Benefit  Plan  Document  'Certificate  of  Coverage/Insurance)  for  more  information  on  the  company  providing  youi  Ironofrts 

Our  health  heroin  plans  have  limitations  and  elusions. 


as  "the  horse  capital  of  the  world. 
Some  450  Thoroughbred  farm 
dot  the  bluegrass  landscape,  anj 
one  of  the  places  where  it  a 
comes  together  is  at  Keenelai 
Race  Course,  a  National  Histori 
Landmark  and  the  site  of  tw 
annual  race  meets  as  well  as  t 
world's  richest  yearling  sales. 

"Nationally  we  are  known  fc 
our  Thoroughbred  racing  progran 
but  internationally  we  are  a  glob; 
marketplace  for  Thoroughbred  sale 
drawing  buyers  from  Europe,  t 
Middle  East,  Asia  and  Austral 
who  are  looking  to  buy  the  be 
in  the  world,"  says  Nick  Nicholso 
Keeneland  president  and  chi 
executive  officer. 

Just  what  is  it  that  gives  Kentucl 
its  competitive  edge  and  mak 
it  a  desirable  choice  in  the  glob 
marketplace? 

"I  always  say  that  if  you  a 
looking  for  the  ideal  location,  ele 
trifyingly  low  power  costs,  effecti 
networking  and  experienced  sta 
then  you're  looking  for  Kentucky 
says  Marvin  E.  "Gene"  Strong. 

And  Strong  should  know.  , 
head  of  the  Cabinet  for  Econon 
Development,  he  oversees  the  ct 
ation  of  new  jobs  and  new  inve: 
ment  in  the  state.  His  success  at  bcl 
is'reflected  in  the  260,605  new  jo| 
and  more  than  $32  billion 
new  business  investments  generatl 
during  his  13  years  as  the  state's  t| 
economic  developer. 

To  elaborate  on  Kentucky's  reci| 
for  success: 


^  IJ.UB&IOL  CO  SPIRIT 
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Location.  It  may  be  a  cliche, 
but  in  business,  as  in  real  estate, 
location  is  everything.  Other  states 
may  claim  a  central  location,  but 
Kentucky  delivers.  The  state's  borders 
are  within  600  miles  of  65%  of 
the  nation's  population,  personal 
income  and  manufacturing  business 
establishments.  Anchoring  both  the 
Midwest  and  the  Southeast,  Kentucky 
is  at  the  highway  crossroads  of 
Canada-to-Florida  Route  1-75  and 
St.  Louis-to-Norfolk  Route  1-64. 
The  population  center  of  the  U.S. 
st  of  the  Rockies  is  located  just  northeast  of  Danville  in  central  Kentucky, 
/ing  it  easy  access  to  all  the  main  arteries  connecting  the  eastern  section 
the  U.S. 

\Networking.  Not  only  is  Kentucky  served  by  a  linkage  of  interstates, 
ite  parkways  and  railroads,  but  its  location  on  both  the  Ohio  and 
ississippi  Rivers  allows  for  barge  transport.  It  has  three  major  airports, 
e  of  which  —  the  Cincinnati/Northern  Kentucky  International  Airport 
consistently  ranks  among  the  nation's  top  five  airports  in  independent 
ssenger  surveys.  Finally,  the  presence  of  UPS  makes  the  state  a  hub  of 
mmerce,  as  it's  able  to  ship  packages  later  in  the  day  and  still  get  them 
their  destinations  faster. 

Connectivity.  Over  the  last  two  years,  Kentucky  has  led  the  nation  in  the 
)wth  of  broadband  infrastructure  and  adoption,  with  80%  of  households 
cessing  broadband,  and  plans  for  full  broadband  deployment  by  2007. 
orpnnectKentucky  —  an  alliance  of  industry,  government  and  academia  —  is 
i>rking  to  develop  the  most  effective  technological  infrastructure.  To  date, 
i  \  \  state's  businesses  are  served  by  one  of  the  most  extensive  telecommuni- 
el  (ions  networks  in  the  country,  where  fiber-optic,  wireless,  digital  microwave 
\\  d  satellite  technologies  are  integrated  into  a  sophisticated  infrastructure 
,t;bable  of  handling  the  most  demanding  business  needs. 


You  Really  Can 

Get  Here  From  There! 

■fr    ■   ■  .  ■:■ 

Central  Kentucky  offers  the  perfect  places 
for 'relocation  and  recreation.  Whether  you 
are  moving  your  corporate  offices,  expanding 
plant  operations  or  just  getting  away  for  the 
weekend,  remember  Kentucky  and  think 
Lexington  because  you  really  can  get  here 
from  wherever  you  are— and  in  less  time  than 
you  think. 

With  over  85  daily  flights  and  non  stop  access 
from  13  major  gateways,  traveling  to  Kentucky 
through  Lexington's  Blue  Grass  Airport  has 
never  been  easier.  And  with  service  by  six 
major  airline  brands,  hundreds  of  worldwide 
destinations  are  literally  one  stop  away. 

Non-Stop  Service  Direct  From: 
Atlanta   Charlotte   Chicago   Cincinnati   Cleveland   Dallas  Detroit 
Houston   Memphis   Newark   New  York   Orlando  Washington  DC 

W. Blue  Grass  Airport 

bluegrassairport.com 

BOWLING  GREEN-KENTUCKY 

A  COMMUNITY  THAT  CELEBRATES  ITS 
CULTURE  AND  HERITAGE... 

Watch  as  new  Corvettes  roll  off  the  line 
at  the  GM  Assembly  Plant,  and  explore 
the  world's  fascination  with  "America's 
Sports  Car"  at  the  National  Corvette 
Museum.  Plane  enthusiasts  can  see  a 
Phantom  550  at  the  Aviation  Heritage 
Park,  while  rail  enthusiasts  can  climb 
aboard  one  of  four  restored  railcars  at 
the  Historic  Railpark  and  L&N  Depot. 

...  WHILE  EMBRACING  THE  FUTURE. 


n«|,n  .  Visit  the  Kentucky  Transpark,  providing  a 

*  '  -  ^  .:  strategically  sound  and  environmentally 

t    ~^S&4Tj$P^  friendly  commerce  center  for  business, 

W  u''  ,in°l°8y  anQl  innovation  to  flourish.  A 

g^pafli  hub  of  economic  growth  for  businesses  jm* 

jr       ^-^KI^  of  all  sizes,  featuring  an  onsite  technical 

Wf?m||^HE|J;  training  center.  We  welcome  businesses 

t  HB|  '-.  of  all  M/cs  seeking  a  tangible  edge  in 

€  the    world's    ever  evolving  economic 

O'MO  ^TV^S  landstape-  '  Kwtu&F 


For  more  information  on  this  forward-thinking 

business  community,  visit  southcentralky.com  rv, 
SouthCerrtralKentucky  or  call  270-393-8482       Get  Rolling  to  Bowling  Green!        Bowling  Green 

Call  for  your  free  visitor's  packet  .  Area 

BOO  326-7465  or  check  out  visitbgky.com  tssSSSSTvSSSt^ 
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Electrifying     Power  Rate 

Kentucky  enjoys  a  tremendoi 
competitive  advantage  in  providin 
energy,  natural  gas  and  wate 
According  to  the  U.S.  Energ 
Information  Administration,  it  hi 
offered  the  lowest  industrial  electii 
cal  rates  in  America  for  the  pa 
five  consecutive  years,  averagi 
$3.21  per  kilowatt  hour  (kwh)  5 
compared  to  the  national  avera$ 
of  $5.13  per  kwh. 

Since  the  state  ranks  third  in  tl 
U.S.  in  coal  production,  it  has  a 
abundant  local  supply  of  fuels  I 
help  keep  its  utility  costs  low;  i 
natural  gas  costs  are  extreme 
competitive;  and  its  water  supp 
derived  from  the  state's  extensi 
network  of  lakes,  rivers  ar 
streams,  also  helps  keep  utili 
costs  down. 

To  ensure  Kentucky's  low-co 
energy  future,  Governor  Fletch 
issued  the  state's  first  comprehe 
sive  energy  strategy  in  2005.  It 
focused  on  responsibly  developii 
Kentucky's  energy  resources  aij 
maintaining  a  commitment  to  eni 
ronmental  quality. 

Energetic  Workforce.  Kentuck 
workforce  continually  outpe 
forms  the  national  average 
productivity  (the  state  ranks  20 
among  the  50  states  in  Gross  St 
Product  (GSP)  per  Wage),  and 
workforce  training  programs  ha 
been  ranked  among  the  top  fi 
nationally  by  site  consultar 
across  the  country.  The  Bluegrc 
State  Skills  Corporation  (BSSC) 
part  of  the  Cabinet  for  Econon 
Development,  works  in  partn« 
ship  with  other  employment  a 
job  training  resources  and  pr 
grams  to  package  a  program  ci 
tomized  to  meet  the  specific  nee 
of  a  company. 
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Modernization  Plan  Improves  the  State's 
Jusiness  Tax  Model 

No  matter  how  low  the  cost  of  electricity  or  how  energetic  the  workforce, 
tOs  seeking  to  relocate  or  do  business  in  a  state  also  look  closely  at  how 
;ndly  (or  unfriendly)  the  tax  code  is.  And  in  that  area,  while  Kentucky  has 
en  successful  in  attracting  new  and  expanded  business  investment,  its  lead- 
.  wanted  to  jump  ahead  of  the  field. 

That  happened  when  the  Kentucky  Legislature  created  a  more  proactive, 
isiness-friendly  tax  modernization  program. 

"The  new  tax  system  builds  on  our  successes  to  further  encourage  job 
)wth,  stimulate  economic  development  and  attract  entrepreneurs  who 
:ate  better  opportunities,"  says  Fletcher,  who  spearheaded  the  tax  changes. 
Among  the  major  changes  affecting  the  business  climate  are  the  Kentucky 
ivironmental  Stewardship  Act,  which  provides  an  income  tax  credit  for  the 
nufacture  of  environmentally  preferred  products;  the  Kentucky  Enterprise 
Itiative  Act  (KEIA),  which  allows  approved  companies  statewide  a  refund 
t  sales  and  use  tax  on  building  materials  and  R&D  equipment;  the  elimi- 
i  don  of  the  corporate  license  tax;  and  reduction  of  the  top  income  tax  rate 
corporations. 

i  "The  passage  of  Governor  Fletcher's  tax  modernization  plan  by  the  General 
li  sembly  made  Kentucky  even  more  competitive  in  attracting  jobs  and 
estment  to  the  state,"  says  Strong.  "It  also  opened  the  door  for  new 
I  lustry  sectors  and  technologies  that  will  create  further  opportunities  for  the 
Izens  of  Kentucky." 

Work  Here  9  to  5,  Live  Here  5  to  9 

ill  The  business  climate  in  every  state  is  enhanced  by  that  state's  quality 
af  life.  Kentucky  ranks  high  in  access  to  affordable  housing, 
n|h-quality  public  schools,  outstanding  colleges  and  universities  and 
Itural  and  recreational  opportunities.  In  Expansion  Management 


Our 

commitment 
to  the 

environment 
grows 
every  day. 


VICTOR  A.  STAFFIERI 

Chairman,  CEO  and  President 
E.ON  U.S. 
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Victor  Staffieri  was  named 
to  his  current  position  in 
2001.  He  has  23  years  of 
experience  in  the  electric  and 
natural  gas  utility  industry. 

Staffieri  began  his  career  as  an 
attorney  at  Long  Island  Lighting 
Company  in  Hicksville,  New  York, 
in  1980.  Prior  to  joining  LG&E 
Energy  Corp.  (now  known  as 
E.ON  U.S.,  the  parent  company  of 
Louisville  Gas  and  Electric 
Company  and  Kentucky  Utilities 
Company)  as  Senior  Vice 
President,  General  Counsel  and 
Corporate  Secretary  in  1992,  he 
held  several  management  posi- 
tions at  Long  Island  Lighting,  cul- 
minating in  General  Counsel  and 
Secretary.  Staffieri  subsequently 
became  LG&E  Energy's  Senior 
Vice  President  —  Public  Policy, 
and  General  Counsel;  President, 
Louisville  Gas  and  Electric 
Company;  President,  Distribution 
Services  Division;  Chief  Financial 
Officer;  and  President  and  Chief 
Operating  Officer  before  being 
promoted  to  his  present  position. 

Staffieri  has  a  bachelor's  degree 
from  Yale  University,  and  a  Juris 
Doctor  from  the  Fordham 
University  School  of  Law. 

wrww.eon-us.com 
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five  stars,  the  highest  honor  for  metro  areas,  while  four  other  areas 
Bowling  Green,  Owensboro,  northern  Kentucky  and  the  Henderson  ar 
— ■■  received  four  stars. 

Bob  Quick,  president  and.  chief  executive  officer  of  Commerce  Lexingt< 
Inc.,  is  justifiably  proud  of  his  city's  exalted  status. 

"The  mention  of  Lexington  or  the  Bluegrass,  even  to  those  who  have  ne\ 
been  here,  conjures  images  of  fast  horses,  smooth  bourbon  and  lush  gre 
countryside,"  he  says,  adding  that  while  all  that  is  true,  Lexington's  appc 
is  more  than  just  beautiful  images  on  a  postcard. 

Lexington  ranks  among  the  nation's  elite,  cited  for  excellence  in  business  co 
(Forbes.com),  creativity  ("Top  10  Most  Creative  Small  Cities"  list,  The  Rise 
the  Creative  Class),  access  to  health  care  (Places  Rated  Almanac),  educatioi 
attainment  (eighth  nationally,  ahead  of  Boston  and  M.I.T.,  U.S.  Census  Bure;i 
and  opportunities  for  women  (13th  best  in  the  nation,  Ladies'  Home  journal 

"In  Lexington's  case,  it  seems  that  success  breeds  success,"  says  Quick 

The  commonwealth's  colleges  and  universities  have  also  receiv 
national  acclaim.  Law  schools  at  both  the  University  of  Kentucky  a: 
University  of  Louisville  are  ranked  in  the  nation's  top  100,  while  eig 
research  areas  at  the  UK  College  of  Medicine  are  ranked  in  the  top 
National  Institutes  of  Health  for  funding  among  departments  at  pub 
institutions,  with  three  in  the  top  ten.  Additionally,  a  number  of  the  stat 
small  liberal  arts  colleges  were  highly  ranked  in  the  2004  U.S.  News  a 
World  Report  college  issue,  including  Berea  College,  Asbury  Collej 
Kentucky  Wesleyan  University,  Thomas  More  College,  Centre  College  a 
Transylvania  University. 

The  Arts:  Interwoven  Into  the  Fabric  of 
Kentucky  Life 

If  Governor  Fletcher  has  been  aggressive  in  promoting  business,  he  Y 
been  equally  aggressive  in  promoting  Kentucky's  natural  and  cultural  asse 
according  to  Commerce  Secretary  George  Ward. 

"Promotion  of  the  arts  and  preservation  of  our  historic  and  natu 
resources  improve  the  quality  of  life  for  all  Kentuckians,"  says  Ward.  "Th< 
assets  provide  unique  tourism  opportunities  and  contribute  greatly  to  e« 
nomic  development." 


\entucku 
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Cultural  opportunities  abound  throughout  the  Bluegrass  State.  Louisville's 
Deed  Museum  is  considered  one  of  the  best  art  museums  in  the  Mid-South, 
id  its  Actors  Theater  is  Tony  Award-winning.  Berea  is  the  site  each  spring 
nd  fall  of  the  Kentucky  Guild  of  Artists  and  Craftsmen's  top-rated  national 
afts  fair. 

Paducah's  Lowertown  Arts  District,  a  booming  Ohio  riverfront  area,  is 
artly  driven  by  the  city's  artist  relocation  program,  which  offers  100% 
nancing  on  housing  loans  and  other  subsidies  for  established  artists  willing 
t  relocate.  The  historic  Downtown  and  Lowertown  areas  have  more  than  20 
illeries  and  studios,  as  well  as  restaurants,  bed  and  breakfasts  and  museums 
Kusing  on  everything  from  quilts  to  Paducah's  river  and  railroad  heritage. 

Another  of  western  Kentucky's  communities,  Bowling  Green,  has  recently 
sen  added  to  the  National  Trust  for  Historic  Preservation's  2006  list  of 
Vmerica's  Dozen  Distinctive  Destinations."  Bowling  Green  was  one  of  12 
;lected  from  93  destinations  in  39  states,  based  on  strict  criteria  established 
j/  the  National  Trust,  including  well-managed  growth,  commitment  to 
istoric  preservation,  architectural  significance,  cultural  diversity  and  an 
tonomic  base  of  locally  owned  businesses. 

The  commonwealth's  regional  diversity  —  with  nine  distinct  regions,  from 
|e  Appalachians  in  the  eastern  part  of  the  state  to  the  rivers  and  lakes  in  the 
i  tuthern  and  western  areas  —  allows  for  a  wide  variety  of  recreational  activ- 
les,  while  its  state  park  system,  which  includes  17  resort  parks,  more  than 
:|)  recreational  parks  and  historic  sites  and  one  interstate  park  that  is  shared 
ith  the  Commonwealth  of  Virginia,  attracts  millions  annually. 
Kentucky's  natural  beauty  rivals  that  of  any  of  the  50  states.  The  eastern 
gion  boasts  the  largest  canyon  east  of  the  Mississippi  River,  while  the  Red 
ver  Gorge  Geological  Area  has  the  largest  concentration  of  natural  arches 
st  of  the  Rockies.  Lake  Cumberland  in  the  southern  part  of  the  state  has 
ore  shoreline  than  the  coast  of  Florida,  and  nearly  2  million  people  a  year 
Dm  all  over  the  world  visit  western  Kentucky's  170,000-acre  Land  Between 
e  Lakes  National  Recreation  Area. 

ourism  Helps  Fuel  the  Economic  Engine 

i  When  Daniel  Boone  crossed  the  Cumberland  Gap  into  Kentucky  in  1775, 
knew  immediately  he  had  found  something  special:  a  land  of  mountains 
d  shimmering  lakes,  lush  forests,  rolling  hills  and  pastoral  landscape  as  far 
the  eye  could  see.  More  than  two  centuries  later,  visitors  still  sense 
ntucky's  special  qualities.  And  it's  not  just  the  sheer  physical  beauty  of  the 


jiuring  the  next  five  years, 
ie  world  will  be  coming  to 
fentucky.  We'd  like  you  to 
lome  as  well." 

fRNIE  FLETCHER 
iovernor 

[ommonwealth  of  Kentucky 
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Located  in  the  heart  of 
central  Kentucky,  the 
Keeneland  Association  is  a 
rare  combination  of  high-stakes 
commerce  and  genteel  sporting 
tradition.  From  its  inception  in 
1936,  Keeneland  was  intended  to 
be  a  special  place  —  one  that  cul- 
tivates an  enduring  appreciation 
and  respect  for  the  Thoroughbred. 

Keeneland  plays  an  important  role 
in  both  breeding  and  racing.  As 
the  worlds  largest  Thoroughbred 
auction  company,  Keeneland  is  the 
premier  marketplace  for  racehorses 
and  breeding  stock.  Race  meetings, 
held  every  April  and  October,  offer 
some  of  the  highest  purses  in  North 
America  and  draw  some  of  the 
world's  best  horses  and  horsemen. 
Keeneland  offers  a  superior  year- 
round  training  facility  —  including 
a  five-eighths-of-a-mile-long  training 
track  that  features  Polytracka  unique 
all-weather  surface.  Simulcasting  of 
live  racing  from  around  the  globe 
also  is  conducted  year-round. 

Unique  in  structure,  Keeneland  is  a 
for-profit  company  with  a  not-for- 
profit  mission.  Earnings  are  reinvested 
in  the  operation  in  the  form  of  higher 
purses  for  horsemen  and  capital 
improvements,  with  a  substantial  por- 
tion utilized  for  industry  innovations 
and  charitable  contributions. 

www.keene/ond.com 


KEENELAND 


Appalachians,  the  rolling  hills  of  the  Bluegrass,  the  pristine  wilderness  of  thj 
Daniel  Boone  National  Forest  and  the  spectacular  underground  caverns  c 
Mammoth  Cave  National  Park,  but  also  the  sense  of  history  that  lingers. 

Tourism  Commissioner  Randy  Fiveash  believes  this  diversity  is  one  of  th 
reasons  Kentucky  appeals  to  CEOs  scheduling  a  corporate  retreat,  as  wdl  r 
meeting  and  convention  planners  scouting  locations  for  their  events. 

"We  have  everything  that  would  make  for  an  ideal  meeting,  convention 
retreat,"  says  Fiveash.  "In  addition  to  our  metropolitan  areas,  we  have  a  divei 
sity  of  recreational  options:  the  Bourbon  Trail,  horse  country,  Civil  War  hi; 
torical  sites,  cultural  gems  such  as  Berea  and  Bardstown,  and  every  kind  t 
activity  from  golfing  and  horse  racing  to  hiking,  mountain  biking  and  caving, 

Conventions  are  big  (and  midsized)  business  in  Kentucky's  three  maj< 
metropolitan  areas.  Louisville,  with  1.6  million  square  feet  of  meeting  spac 
in  its  two  convention  centers,  saw  a  total  economic  impact  of  nearly  $22 
million  for  fiscal  year  2004-05,  according  to  Karen  Williams,  executive  vie 
president  of  the  Greater  Louisville  Convention  and  Visitors  Bureau. 

"We  have  a  lot  to  offer  meeting  and  convention  planners,"  she  says. 
have  4,000  downtown  hotel  rooms,  with  2,300  of  those  connected  by  ski 
walks  to  the  downtown  center.' 

The  three-county  area  serviced  by  the  Northern  Kentucky  Convention  an 
Visitors  Bureau  saw  an  economic  impact  of  $61.2  million  in  2005  from  mee 
ings  and  conventions,  reports  Barbara  Dozier,  vice  president  of  sales  and  ma 
keting  for  the  CVB.  The  convention  business  accounts  for  nearly  a  quart! 
of  the  total  economic  impact  from  visitor  spending  in  the  region. 

Dozier  feels  that  her  region's  greatest  assets  are  location  and  size. 

"We  have  daily  nonstop  European  flights  into  our  airport,  which  meai 
that  people  can  get  here  easily  from  most  places  in  the  world,  and  we  ci 
accommodate  up  to  3,000  people  in  our  convention  center,"  she  says. 

Lexington  focuses  on  midsized  meetings  and  conventions  —  "those  in  tt 
300-  to  600-room  category,"  notes  Dennis  Johnston,  vice  president  of  sali 
for  the  Lexington  Convention  and  Visitors  Bureau. 

"We're  not  Chicago  or 
Orlando,"  says  Johnston, 
who  booked  94  conventions 
in  2005,  "and  we  don't  want 
to  be.  The  groups  that  we 
book  all  have  one  thing  in 
common:  they  are  looking 
for  something  different,  and 
we  can  offer  them  something 
no  one  else  in  the  world  can. 
We  have  a  niche  market  that 
we  serve  very  well." 

That  niche  market  focus 
has  helped  Blue  Grass  Air- 
port explode  in  growth.  In 
mid-2005,  it  began  yet 
another  multimillion-dollar 


KENTUCKY 

PACKS 
THIS  MUCH 
EXCITEMENT 

INTO 
TWO  MINUTES. 

IMAGINE  HOW  MUCH 

IT  CAN  PACK 
INTO  YOUR  NEXT  TRIP. 


Whether  it's  for  business  or  pleasure,  a 
trip  to  Kentucky  will  get  your  adrenaline 
pumping.  And  while  you're  here,  the 
Kentucky  Derby,  2006  Breeders'  Cup, 
2007  NCAA  Men's  Basketball  Regional 
Championship,  2008  Ryder  Cup,  and 
2010  FEI  Games  -  World  Equestrian 
Championships  will  keep  you  occupied. 
No  matter  how  hard  charging  you  are. 

Kentucky^ 

^  UNBRIDLED  SPIRIT-^- 


For  more  information,  call  1-866-648-TRIP  (8747) 
or  visit  www.kentuckytourism.com 
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President  and  Chief  Executive  Officer 
Alliance  Resource  Partners,  LP. 
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Coal  mining  has  long  been 
one  of  Kentucky's  most 
important  industries.  This 
year,  Alliance  Resource  Partners, 
LP.,  will  be  celebrating  its  35th 
year  of  producing  coal  in 
Kentucky  by  committing  $125 
million  in  new  capital  investments 
at  our  Kentucky  operations.  As 
Kentucky's  largest  coal  producer, 
we  are  making  these  investments 
because  we  have  found  Kentucky 
offers  a  favorable  business  envi- 
ronment with  outstanding  people 
available  to  grow  our  company. 

Keeping  America  competitive 
requires  affordable  energy.  Our 
country's  emphasis  on  reducing 
our  dependence  on  expensive 
foreign  oil,  together  with  non- 
competitive natural  gas  prices,  has 
clearly  made  coal  the  fuel  of 
choice  for  electricity  generation. 
Coal  is  the  reason  Kentucky's 
electricity  costs  are  consistently 
ranked  as  the  lowest  in  the 
nation;  another  great  reason  to 
invest  in  Kentucky. 

Alliance  Resource  Partners 
looks  forward  to  growing 
our  partnership  with  the 
Commonwealth  of  Kentucky.  We 
are  proud  to  be  a  part  of 
Kentucky's  success. 

We  encourage  others  to  come 
and  join  us. 

www.arlp.com 


Alliance  resource 
partners.  l  p. 


construction  project  to  meet  increased  passenger  needs.  Recognized  as  on] 
of  America's  fastest-growing  airports,  it  has  also  become  a  model  for  aviatioi 
security  technology  and  air  service  development  (it  was  the  first  airport  in  th] 
country  to  offer  free  wireless  Internet  access  terminal-wide) 

The  World  Comes  to  Kentucky 

Over  the  next  five  years,  the  Commonwealth  of  Kentucky  will  host  thi 
sporting  world  in  a  series  of  highly  publicized  national  and  international  events 
expected  to  pump  hundreds  of  millions  of  dollars  into  the  state's  coffers. 

The  Kentucky  Derby,  the  first  jewel  in  Thoroughbred  racing's  Tripli 
Crown,  attracts  horse  owners,  business  tycoons  and  celebrities  to  Louisville' 
Churchill  Downs  the  first  Saturday  of  every  May. 

But  before  the  133rd  running  of  the  Derby  takes  place  in  May  2007,  Churchil 
Downs  will  be  the  site  of  another  world-class  Thoroughbred  racing  event:  th 
2006  Breeders'  Cup  in  November.  The  Breeders'  Cup  World  Championship  is  th 
Super  Bowl  of  Thoroughbred  racing, 


with  the  MVP  being  the  winner  of 
the  day's  final  and  richest  race:  the 
$4  million  Breeders'  Cup  Classic. 

In  March  2007,  Rupp  Arena  in 
Lexington  will  host  the  first  two 
rounds  of  regional  games  in  the 
NCAA  men's  basketball  champi- 
onship, while  in  2008  hoop  fans  will 
give  way  to  golf  aficionados  as  the 
37th  Ryder  Cup  Championship 
comes  to  Louisville's  Valhalla  Golf 
Club  from  September  16  to  21. 

The  Kentucky  Horse  Park  in 
Lexington,  which  annually  hosts  the 
Rolex  Three-Day  Event,  an  Olympic- 
level  competition  of  dressage,  cross 
country  and  stadium  jumping,  will 
make  sporting  history  when  the  2010 
FEI  Games,  the  world  equestrian 
championships,  come  to  the  park.  It 
will  mark  the  first  time  the  Games 
have  been  held  outside  of  Europe. 
The  FEI  Games,  along  with  the 
Ryder  Cup,  will  be  double-billed  as 
the  largest  international  sports  events 
in  Kentucky  history. 

Governor  Fletcher  perhaps  voices 
the  state's  collective  excitement  best 
when  he  says,  "Over  the  next  five 
years,  the  world  will  be  coming 
to  Kentucky.  We'd  like  for  you  to 
come  as  well."  ♦$» 
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Right  to  the 
pocketbook: 
Martial  arts 
expert  Billy 
Blanks,  with 
lawyer  James 
Rosen,  won  a 
$38  million 
verdict  against 
a  law  firm. 


B 


It  couldn't  happen  to  a  nicer  bunch:  Nowadays  law 
firms  are  the  targets  of  tort  suits  |  By  Daniel  Fisher 


ILL  LLRACH  IS  SORRY,  GEN- 
uinely  sorry.  The  securities 
lawyer,  best  known  for  bedev- 
iling corporate  executives  with 
shareholder  suits,  felt  com- 
pelled to  go  after  some  of  his  own  in  the 
Enron  scandal.  On  behalf  of  shareholders 
he  sued  Vinson  &  Elkins,  Enron's  law 
firm,  on  the  theory  that  it  participated  in 
the  fraud  that  led  to  Enron's  collapse. 

"It  broke  our  hearts  to  go  after  them," 
Lerach  says  of  the  700-lawyer  Houston 


firm.  He  must  have  been  sobbing  all  the 
way  to  the  court  clerk's  office,  transport- 
ing a  suit  with  a  $40  billion  damage  claim. 
V&E  says  it  shouldn't  be  sued  for  merely 
providing  legal  advice  to  somebody  else. 

For  decades  most  courts  dismissed 
such  cases,  decreeing  that  lawyers  are 
accountable  only  to  their  clients,  not  to 
people  their  clients  may  have  injured.  No 
longer.  In  the  relentless  search  for  new  tar- 
gets to  sue  and  new  ways  to  find  legal  lia- 
bility, plaintiff  lawyers  have  come  upon 


the  deliciously  ironic  idea  of  going  after 
other  lawyers. 

"We've  seen  mistakes  that  wouldn't 
necessarily  result  in  a  lawsuit  five  years 
ago  becoming  a  lawsuit  now,  even  out  in 
the  boonies,"  says  Ariel  Hessing  of  Walnut 
Advisory  Corp.,  a  legal  malpractice 
underwriter  in  Warren,  N.J.  "It's  become 
routine  for  lawyers  to  sue  lawyers." 

Suits  against  lawyers  by  nonclients, 
once  practically  unknown,  now  account 
for  10%  to  15%  of  new  claims  against  big 
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law  firms,  said  Lawrence  Zabinski  of 
Attorneys'  Liability  Assurance  Society,  at 
an  American  Bar  Association  meeting  on 
legal  malpractice  in  April.  The  claims  "are 
the  product  of  ever-increasing  plaintiff 
lawyer  creativity,"  Zabinski  said. 

Imagine,  lawyers  hoist  with  their  own 
petard.  "I  hate  to  say  it,  but  lawsuits  are  in 
the  air,  and  people  and  corporations  are 
finding  it  easy  to  blame  somebody  else  for 
their  problems,"  says  Benjamin  Hill,  a  cor- 
porate defense  lawyer  in  Tampa  and  head 
of  the  Lawyers'  Profes- 
sional Liability  Commit- 
tee of  the  ABA. 

While  the  number  of 
standard  legal  malpractice 
claims  have  remained 
steady,  awards  are  getting  bigger.  From 
1985  to  2003  payments  over  $100,000 
rose  sixfold  to  482,  and  payments  over 
$2  million  (a  category  that  wasn't  even 
tracked  in  1985)  jumped  to  19  in  2003 
from  10  in  1999. 

Malpractice  insurance  is  almost  unaf- 
fordable  for  some  high-risk  specialties  such 
as  securities  and  patent  law,  where  damage 
claims  can  run  into  hundreds  of  millions  of 
dollars.  Premiums  have  jumped  about  20% 
for  other  business  lawyers,  to  around  $15,000 
per  year,  says  Hessing. 

One  by-product  of  all  this  litigation: 
defensive  lawyering,  as  attorneys  write 


elaborate  memos  to  justify  their  behavior 
in  case  they  get  sued.  In  New  Jersey,  ever  a 
trendsetter  in  finding  new  tort  liabilities, 
lawyers  now  videotape  will  signings  to 
head  off  lawsuits  by  disgruntled  heirs.  A 
session  at  the  ABA  malpractice  meeting 
called  "Death  by  Laptop"  reminded 
lawyers  that  they  can  be  held  liable  for 
failing  to  back  up  important  documents 
or  even  for  having  obsolete  technology 
below  the  current  "standard  of  care."  Doc- 
tors, who  face  this  kind  of  judicial  second- 


But  it's  not  just  blockbuster  securities 
cases  that  are  giving  lawyers  fits.  Partners 
are  filing  age-discrimination  suits  against 
their  own  law  firms  for  demoting  them 
to  make  room  for  younger  attorneys.  The 
Colorado  Supreme  Court  recently  held 
that  car-wreck  victims  could  use  the 
state's  liberal  consumer-protection  law  to 
sue  a  lawyer  who  recruited  clients  with 
flashy  television  ads  ("In  a  wreck?  Get  a 
check!").  Even  routine  practices,  such  as 
the  assembly-line  production  of  docu- 


I  hate  to  say  it,  but  lawsuits  are  in  the 
air,  and  it's  easy  to  blame  somebody  else. 


guessing  every  day,  can  only  smile. 

Corporate  scandals  have  been  especially 
ripe  for  suits  against  lawyers.  Outside  attor- 
neys have  been  dragged  into  cases  against 
Adelphia  Communications  (the  self-dealing 
cable  outfit),  Refco  (the  commodities  trader) 
and  Parmalat  (the  Italian  food  packager). 
This  year  the  prominent  New  York  City  law 
firm  Paul,  Weiss,  Rifkind,  Wharton  &  Gar- 
rison contributed  an  undisclosed  amount  to 
a  $180  million  settlement  over  the  collapse 
of  the  Boston  Chicken  restaurant  chain.  In 
a  statement  to  the  New  York  Law  Journal  in 
February  it  denied  wrongdoing  and  said  it 
settled  to  avoid  the  "risk  of  litigating." 


Securities  lawyer  Bill  Lerach  sued  a  law  firm  for  $40  billion.  That  got  other  lawyers'  attention. 


ments  in  real  estate  closings,  have  become 
a  minefield  as  banks  sue  their  own 
lawyers  over  soured  loans.  "The  lender 
goes  through  the  closing  documents  with 
a  fine-tooth  comb  and  says,  'You  should 
have  noticed  this,'"  says  Brian  Baney, 
director  of  professional  liability  program 
claims  at  Zurich  Insurance. 

"Lawyers  were  among  the  last  to 
really  feel  the  impact  of  malpractice  liti- 
gation, because  we  were  the  gatekeepers 
to  the  courts,"  says  Ronald  Mallen,  an| 
attorney  with  Hinshaw  &  Culbertson  in 
San  Francisco  and  coauthor  of  the  five- 
volume  textbook  Legal  Malpractice.  Now, 
he  says,  "the  gatekeepers  have  opened 
the  gates." 

The  gates  started  to  swing  open  in  the 
1960s,  when  courts  in  California  allowed 
disgruntled  beneficiaries  to  sue  lawyers 
for  making  mistakes  in  a  will,  overriding 
the  longstanding  rule  against  suits  by  non- 
clients  (perhaps  because  in  this  case  the 
client  was  underground).  Then,  in  the 
1970s,  courts  developed  the  theory  of 
"negligent  misrepresentation."  Originally 
applied  against  accountants  who  supplied 
faulty  audits,  it  eventually  morphed  into  a 
way  for  nonclients  to  sue  lawyers  over 
errors  in  commercial  transactions. 

Many  suits— and  some  of  the  biggest 
verdicts — stem  from  conflicts  of  interest, 
which  are  becoming  more  difficult  to 
avoid  as  law  firms  combine  into  interna- 
tional behemoths.  Kathleen  C.  Cailloux, 
the  widow  of  Texas  oilfield  equipment 
maker  Floyd  A.  Cailloux,  sued  Baker 
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Oolitic,  Indiana,  an  hour  shy  of  sun-up  and  a  farmer  is  getting  to  work. 


From  FayetteTllle  to  Fresno,  if  J 
farmers  are  getting  to  work. 


And  all  across  the  country,  their  hard  work  helps  America  work, 
creating  millions  of  johs. 


The  American  farmer  is  essential  to  the  economy. 

IThatfs  why  we  work  to  he  essential  to  him  —  creating  thousands  of  products 
from  farm  crops,  hundreds  of  markets  for  farm  crops. 
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docket 


Botts  after  the  Houston  firm  advised  her 
to  transfer  the  bulk  of  her  husband's 
$65  million  estate  into  a  charitable  foun- 
dation to  save  on  inheritance  taxes.  Baker 
Botts  was  "trying  to  represent  all  three 
sides  of  a  three- corner  triangle,"  says  attor- 
ney Rick  W.  Harrison;  it  represented  the 
foundation  as  well  as  Wells  Fargo  Bank, 
the  employer  of  the  foundations  presi- 
dent, William  Goertz. 

A  Texas  jury  last  year  ruled  that  Baker 
Botts  hadn't  adequately  explained  the  risks 
of  such  multiple  representations  and  or- 
dered the  firm  to  replace  the  $65  million 
that  Cailloux  gave  away  to  the  foundation. 
Baker  Botts  has  appealed,  saying  it  saved 
Floyd  Cailloux's  descendants  $40  million  in 
taxes,  and  the  jury  ignored  a  signed  waiver 
from  Cailloux  spelling  out  the  potential  con- 
flicts. Look  for  more  such  cases  as  baby 
boomers  find  flaws  in  the  elaborate  tax- 
avoidance  structures  their  parents  set  up  be- 
fore they  died. 

Even  traditional  malpractice  suits  are 
taking  on  much  higher  stakes.  Billy 
Blanks,  founder  of  Tae  Bo,  a  combina- 
tion martial  arts  and  aerobics  program, 
won  a  $38  million  verdict  (reduced  to 
$31  million  by  the  judge)  last  year  after 
his  lawyers  botched  efforts  to  recover 
$11  million  in  overpayments  to  his 


accountant.  Blanks  claimed  that  the  600- 
partner  Los  Angeles  law  firm  of  Seyfarth 
Shaw  ran  up  $500,000  in  fees  suing  his 
former  accountant,  when  it  should  have 
just  filed  an  administrative  proceeding 
against  him  in  California.  The  account- 
ant, Jeffrey  Greenfield,  had  collected  a 
percentage  of  Blanks'  earnings  without 
registering  as  a  talent  agent,  as  required 
under  California  law.  By  the  time  the  law 
firm  got  around  to  filing,  the  one-year 
statute  of  limitations  had  expired,  says 
James  Rosen,  the  attorney  Blanks  hired 
to  sue  his  former  lawyers. 

The  jury  added  $15  million  in  puni- 
tive damages  to  the  verdict,  boosting  it  to 
$38  million,  after  hearing  that  Seyfarth 
Shaw  had  accelerated  its  billing  after  it 


Newark  lawyer  Bennett  Wasserman  supplies 
expert  testimony  for  malpractice  suits. 


realized  its  mistake.  Seyfarth  Shaw  has 
appealed  the  verdict.  "I  learned  a  lesson," 
says  Blanks,  an  Erie,  Pa.  native  who  was 
seven-time  world  karate  champion  before 
inventing  Tae  Bo.  "You've  got  to  find  the 
right  lawyer." 

The  Equal  Employment  Opportunity 
Commission  last  year  sued  1,600-attorney 
Sidley  Austin  LLP,  accusing  it  of  demoting 
31  partners  because  of  their  age.  Sidley 
Austin  has  denied  the  charge.  (The  law 
firm  was  also  sued  in  the  case  involving 
accounting  firm  KPMGs  failed  tax  shelters, 


and  has  reportedly  agreed  to  pay  18%  of  a 
$225  million  proposed  settlement.) 

New  Jersey  may  be  the  most  danger- 
ous place  to  practice  law  today.  It's  one  of 
three  states  that  routinely  allow  plaintiffs 
in  a  legal  malpractice  case  to  hire  expert 
witnesses  to  testify  about  what  a  disap- 
pointed plaintiff  could  have  won.  Other 
states  require  the  more  expensive  tech- 
nique of  presenting  a  "trial  within  a  trial" 
to  convince  the  jury  a  lawyer  screwed  up. 
If  more  states  adopt  this  approach,  Mallen 
says,  "it's  a  tremendous  exposure  to  the 
profession." 

Newark  attorney  Bennett  J.  Wasserman 
has  a  thriving  practice  supplying  expert  tes- 
timony in  legal  malpractice  cases  and 
teaches  a  popular  class  on  the  subject  at  Hof- 


stra  University  School  of  Law.  His  testimony 
helped  Safestep  Insurance  win  a  $362,000 
verdict  in  February  against  its  law  firm,  Post 
&  Schell,  for  failing  to  defend  a  ladder  man- 
ufacturer in  a  lawsuit  by  a  laborer  who  fell 
from  one  of  its  products.  (Post  &  Schell 
declined  comment.) 

Lerach's  Enron  case  may  illustrate  the 
most  potent  threat  to  law  firms.  For  years 
lawyers  were  considered  immune  to  most 
securities  suits  under  a  1994  U.S.  Supreme 
Court  ruling  that  said  shareholders 
couldn't  sue  lawyers  for  "aiding  and  abet- 
ting" securities  fraud.  Lerach  found  a  way 
around  that  roadblock  in  2002  when  he 
argued  that  Enron's  lawyers  went  beyond 
merely  advising  to  composing  some  of  the 
releases  investors  relied  upon  to  buy 
Enron  securities.  U.S.  District  Judge 
Melinda  Harmon  in  Houston  agreed  and 
declined  to  dismiss  the  suit.  Vinson  & 
Elkins  says  its  involvement  was  "limited 
and  episodic,"  a  conclusion  shared  by  the 
Enron  bankruptcy  examiner. 

(Lerach  knows  all  about  getting  sued. 
His  firm  paid  $50  million  in  1999  to  settle 
a  suit  alleging  abuse  of  process,  and  Ler- 
ach was  the  subject  of  a  criminal  investi- 
gation into  payments  to  shareholder 
plaintiffs;  the  government  recently 
informed  him  he  is  no  longer  a  target.) 

Lerach's  Enron  case  worries  other 
lawyers,  who  say  his  theory  could  entan- 
gle just  about  anybody  involved  in  a  busi- 
ness collapse.  Courts  in  California  and 
other  states  are  allowing  suits  over  the  sin 
of  helping  a  company  pile  on  debt  it  can- 
not repay.  Such  cases  traditionally  have 
been  dismissed  under  the 
so-called  business  judgment  rule,  which 
prevents  judicial  second-guessing  of  nor- 
mal business  decisions.  No  such  protec- 
tion for  lawyers,  however.  Last  year  the 
U.S.  Bankruptcy  Court  for  the  District  of 
Columbia  allowed  a  suit  of  this  sort  to 
proceed  against  lawyers  for  Doctors  Com- 
munity Healthcare  Corp.,  a  hospital  chain 
that  went  bust. 

"Folks  who  were  trying  to  assist  the 
company  when  it  was  working  through  its 
troubles  can  be  rewarded  by  being  sued," 
says  Rebecca  Lamberth,  a  legal  malprac- 
tice expert  with  Alston  &  Bird  in  Adanta. 
You  could  hear  the  same  lament  from  any 
doctor,  executive  or  candlestick  maker.  F 


I  learned  a  lesson.  You've  got  to 
 find  the  right  lawyer 
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Fractional  Jet  Ownership  Designed  Around  You 

Bombardier  Flexjet*  gives  you  more  flexibility  than  any  other  fractional  jet  ownership  program.  Forget  having  to  select  from  limited 
program  options.  Only  Flexjet  lets  you  fly  the  exact  hours  you  need,  with  the  benefits  you  desire  -  all  provided  by  the  industry's 
best  people  delivering  the  highest  standards  of  service.  The  Flexjet  experience  can  also  be  enjoyed  25  hours  at  a  time  with  the 
Flexjet  Membership  Card?  If  you  want  the  ultimate  level  of  flexibility  in  fractional  ownership,  you  can  have  it.  Fueled  and  waiting. 

Call  1  -800-FLEXJET  or  visit  flexjet.com. 

BOMBARDIER 

FLEXJET 


<S  2006  Bombardier  Inc.  '  Trademark^)  of  Bombardier  Inc.  or  its  subsidiaries.  Call  Flexjet  for  terms  and  conditions. 1  Flights  operated  by  Jet  Solutions  LLC. 


Why  Not? 


ian  Ayres  &  Barry  Nalebuff 


THE  TICKET 
TO  SAVINGS 


AMERICANS  SPEND  TOO  MUCH  ON  LOTTERY 
tickets  and  not  enough  on  savings.  In  states  that 
have  a  lottery  the  average  person  spends  about 
$150  a  year  on  tickets.  And  in  the  five  states  with 
video  lotteries,  the  average  Joe  annually  shells  out 
more  than  $500.  Since  many  people  don't  buy  any,  this  means 
that  the  folks  who  do  buy  tickets  are  spending  real  money — 
indeed,  more  than  $45  billion  in  total. 

Just  saying  "No"  to  gambling  won't  work.  Extolling  the 
benefits  of  abstinence  is  likely  to  be  no  more  effective  with 
gambling  than  it  has  been  with  sex  education. 

If  you  can't  beat  em,  join  em.  Why  not  create  a  new  lotto 
that  lets  people  have  the  excitement  of  a  traditional  lottery 
while  they  are  investing  for  their  retirement? 

A  lottery  savings  ticket  would  look  just  like  a  lotto  ticket, 
scratch  like  a  lotto  ticket,  cost  a  buck  and  pay  out  the  same 
prizes.  The  only  difference  would  be  that  half  the  revenue 
would  be  earmarked  for  a  personal  retirement  savings  account 
rather  than  for  education.  There  would  still  be  about  a  third  for 
prizes  and  the  remainder  for  administering  the  game. 

Setting  up  a  personal  retirement  account  would  be  no  more 
difficult  than  setting  up  a  mutual  fund.  Players  would  receive 
a  swipeable  card  that  would  automatically  credit  a  portion  of 
each  losing  ticket  to  the  player's  retirement  account.  And  why 
not  give  the  losers  a  tax  shelter?  Let  their  lotto  retirement 
accounts  grow,  just  like  a  401(k).  Better  still,  let  them  grow 
like  a  Roth  401  (k) — withdrawals  never  taxed.  Don't  forget  that 
the  unlucky  buyers  are  paying  for  their  lottery  tickets  with  the 
aftertax  money  from  their  paychecks. 

Some  20  million  Americans  spend  at  least  $1,000  a  year 
on  lottery  tickets.  For  these  heavy  purchasers  the  new  tickets 
would  increase  their  personal  savings  by  $500  a  year.  Invested 
over  40  years,  these  savings  tickets  would 
generate  an  expected  retirement  nest  egg 
of  $200,000.  This  is  a  lot  of  money  for  the 
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mostly  not  very  prosperous  crowd  who  buy  lottery  tickets 
every  week.  To  put  the  sum  in  perspective,  it  is  almost  as  much 
as  what  the  average  worker  would  get  under  the  recent  Archer- 
Shaw  proposal  to  increase  the  payroll  tax  from  12.4%  to  14.4%. 
But  unlike  a  tax  increase,  this  is  entirely  voluntary. 

One  of  the  great  difficulties  in  encouraging  private  sav- 
ings has  been  to  find  some  mechanism  that  will  produce  a  dis- 
ciplined pattern  of  ongoing  contributions.  The  beautiful  thing 
about  the  lottery  is  that  hard-core  players  play  their  number 
religiously. 

We  even  have  an  ad  campaign:  The  more  you  bet,  the  more 
you  save.  If  that  sounds  familiar,  it's  because  we're  playing  off 
the  American  Express  campaign  for  its  "One"  card:  1%  of  every 
card  purchase  is  deposited  into  the  cardholder's  personal  high- 
yield  savings  account.  Instead  of  making  you  feel  guilty  about 
spending  money,  this  credit  card  lets  you  feel  virtuous. 

A  similar  idea  is  at  the  heart  of  the  lottery  savings  ticket. 
Instead  of  denying  the  pleasure  that  people  get  from  gambling, 
we  harness  it  to  produce  more  savings.  Perhaps  banks  might 

even  give  out  lotto  savings 
tickets  rather  than  toasters 
with  new  accounts. 

Yes,  it  is  true  that  we've 
robbed  Peter  to  pay  Paul.  We've 
taken  money  generally  ear- 
marked for  education  and  put 
that  into  retirement  accounts  for 
the  lottery  players.  We  think  this 
is  reasonable.  The  lottery  is  a 
strongly  regressive  tax,  and  the 
earmark  for  education  is  really 
a  chimera.  The  government  has 
to  pay  for  education  in  any  case. 
So  the  state  lottery  business  is 
just  a  disguised  tax,  levied  on 
people  whose  share  of  the  na- 
tional tax  burden  is  already  high 
enough. 

The  folks  buying  lottery  tickets  should  be  supporting  their 
own  retirement,  not  schools.  But  if  taking  the  money  away 
from  education  proves  too  controversial,  we  could  split  the 
funding,  with  half  going  to  schools  and  half  going  to  the 
retirement  account.  Or,  this  could  be  the  seed  of  a  new  federal 
lottery  We  are  willing  to  bet  that  lotto  players  would  prefer  a 
lottery  where  the  house  take  goes  to  support  them  rather  than 
the  state  budget. 

Alas,  saving  money  is  boring,  but  our  new  lotto  savings  plan 
offers  an  immediate  reward  and  a  way  of  committing  yourself 
to  save  at  least  half  of  what  you  spend  on  lottery  tickets.  The 
result  would  be  a  guaranteed  nest  egg  at  retirement.  Everyone 
but  the  state  treasury  would  be  a  winner.  F 

Ian  Ayres  and  Barry  Nalebuff  are  professors  at  Yale  Law  School  and  Yale  School  of 
Management.  Ayres  most  recently  coauthored  Straightforward:  How  to  Mobilize 
Heterosexual  Support  for  Gay  Rights,  Princeton  University  Press. 


Some  20  million 
Americans 
spend  at  least 
$1,000  a  year 
on  lottery 
tickets.  The 
new  tickets 
would  increase 
their  personal 
savings  by  $500 
a  year. 
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ALBUQUERQUE  has  suddenly  turned  business-friendly- 
attracting  new  enterprises  and  creating  highly  skilled 
and  well-paid  manufacturing  jobs  ►  By  Mark  Tatge 


HIGH  ON  A  HILL  OVERLOOKING  ALBUQUERQUE  THE  LIGHT- 
brown  dust  swirls,  and  a  steel  skeleton  gleams  under  the  sun. 
The  52,000-square-foot  structure  is  a  dream  taking  shape  for 
Vern  Raburn,  chief  executive  of  Eclipse  Aviation.  In  a  matter  of 
months,  once  approval  comes  from  the  Federal  Aviation 
Administration,  his  workers  will  start  assembling  up  to  four  small,  ultra- 
light jets  a  day.  The  Eclipse  500  seats  five  passengers,  has  a  top  speed  of 
43  lmph  and  can  cruise  1,473  miles  on  a  230-gallon  tank  of  gas.  It  will  sell 
for  $1.5  million,  less  than  one-third  the  price  of  comparable  craft.  There  are 
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already  orders  for  2,400. 

Rabum's  baby  is  a  model  of  low-cost  production,  already  under 
way  (for  test  flights  and  demos)  at  a  hangar  across  from  the  tarmac 
of  Albuquerque's  airport.  A  robotic  arm  guides  a  spindle 
rotating  at  800rpm  across  two  sheets  of  aluminum  lapped  over  one 
another.  As  the  tool  spins,  it  creates  friction,  softening  the  metal  to 
the  consistency  of  clay;  as  the  metal  cools,  the  sheets  bond  together. 
Friction  stir  welding  is  at  least  twice  as  strong  and  20  times  as  fast  as 
hand- riveting.  But  it  still  takes  a  lot  of  skilled  hands  to  put  this 
33-foot-long,  3,390-pound  plane  together,  relying  on  wings  from  Fuji 
Heavy  Industries,  turbofans  from  Pratt  &  Whitney  Canada  and  a  nose 
assembly  from  Enaer  of  Chile.  Raburn  has  hired  600  engineers, 
mechanics,  sales  and  marketing  folks,  earning  from  $30,000  to  $200,000- 
plus.  Thousands  more  jobs  could  materialize  if  Eclipse  survives  and 
its  suppliers  and  maintenance  services  relocate  to  Albuquerque. 

Albuquerque?  Just  a  decade  ago  the  place  seemed  to  be  doing 
everything  possible  to  discourage  enterprise  and  growth.  One  of 
the  largest  employers  was  Sandia  National  Laboratories,  a  Depart- 
ment of  Energy  unit  established  in  1949  to  develop  nuclear  weapons 
and  now  also  working  on  solutions  to  nonmilitary  problems  in 
energy,  computing  and  geologic  sciences.  That  institution,  plus  the 
sister  weapons  lab  to  the  north  in  Los  Alamos,  made  New  Mexico 
into  a  tax  magnet,  sweeping  up  $2  in  federal  spending  for  every  $1 
sent  by  its  citizens  to  Washington. 

Outside  of  federal  spending,  though,  New  Mexico  was  no  eco- 
nomic success  story.  Little  of  the  weapons  technology  filtered  out  into 
commercial  use  to  create  jobs.  Crime  rates  were  rising  faster  than  per- 
sonal incomes;  thousands  of  people  were  hightailing  it  out  of  Albu- 
querque. In  the  1970s  Bill  Gates  and  Paul  Allen  lived  there  and  hatched 
their  software  company,  but  Microsoft  departed  for  Seattle  in  1978. 

Nine  years  ago  Raburn,  an  early  Microsoft  veteran  who  was  liv- 
ing in  Scottsdale,  Ariz.,  quit  his  job  managing  investments  for  Allen. 
Having  gotten  a  B.S.  in  industrial  technology  from  Long  Beach  State 
University,  Raburn,  who  earned  a  pilots  license  at  age  17  and  had 
always  wanted  to  start  a  small-jet  business,  had  no  trouble  raising 
$60  million  (part  of  an  eventual  $500  million)  from  a  group  of  angel 
investors  that  included  Gates  and  retired  DaimlerChrysler  chief  Robert 
Eaton.  But  where  to  locate  a  factory?  Phoenix  was  one  possibility. 
But  Albuquerque  stood  out  for  its  cheap  housing,  low  taxes  and  labor 
costs  and  lots  of  developable  land  that  lay  idle. 

At  the  start  of  the  new  millennium  this  region  of  793,000 
finally  began  to  loosen  up.  When  Raburn  told  state  officials  that  a 
3%  gross  receipts  tax  on  aircraft  sales  would  kill  any  relocation 
deal,  the  legislature  repealed  the  law  in  six  days.  "That  cinched  the 
deal  for  us,"  says  Raburn,  55.  It  didn't  hurt  that  New  Mexico  even- 
tually invested  $20  million  in  Eclipse,  while  also  giving  150  acres  of 
free  land  for  an  assembly  plant  and  abatement  of  sales  and  prop- 
erty taxes  for  20  years.  Raburn  figures  such  incentives  should  help 
lower  his  operating  costs  by  $250  million  over  ten  years. 

The  Land  of  Enchantment  has  become  the  Home  of  Accom- 
modation. Since  Bill  Richardson  became  governor  in  2003,  the  state 
has  cut  personal  income  taxes  40%  and  capital  gains  by  half.  (He 
has  raised  a  few  less  visible  taxes,  including  ones  on  trucks,  diesel 
and  other  fuels  and  on  annual  motor-vehicle  registration.)  This  Dem- 
ocrat has  also  relaxed  rules  on  government  investment  in  startups 


and  offered  nascent  businesses  goodies  like  a  10%  tax  credit  on  wages 
and  benefits  paid  to  each  new  job  paying  more  than  $40,000.  The 
result  has  been  a  boom  in  high-skilled  manufacturing  work — with 
a  projected  10%  rise  in  such  jobs  over  the  next  year — and  a  steady 
increase  in  real  wages,  an  average  2.4%  a  year  (after  inflation)  over 
the  last  three  years.  For  the  third  year  in  a  row  Albuquerque,  with 
an  unemployment  rate  of  just  4.9%,  claims  the  lowest  business  costs 
in  the  U.S.,  propelling  the  city  to  the  number  one  spot  on  our  list  of 
the  Best  Places  for  Business  and  Careers. 

It's  still  very  much  a  work  in  progress.  New  Mexico  has  the  thir- 
teenth-largest concentration  of  engineers  in  the  nation;  31%  of  Al- 
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buquerque's  adult  population  has  a  college  degree.  But  the  state  also 
ranks  48th  for  primary  and  secondary  schools.  (Richardson 
helped  a  constitutional  amendment,  to  lift  the  annual  education  fund 
by  $100  million  or  more  a  year,  squeak  through.)  The  city  ranks 
number  173  out  of  200  metro  areas  in  safety,  with  843  violent  crimes 
per  100,000  residents  in  2004.  Is  it  any  wonder  that  Billy  the  Kid 


Cool  and  hot:  Doug 
Smith  has  the  means 
to  chill  medicines; 

Mesa  del  Sol,  site  of  a 

i 

$6  billion  project. 


is  still  New  Mexico's  historical  mas- 
cot? Even  the  governor  recently  an- 
nounced hed  applied  for  a  permit  to 
carry  a  concealed  weapon. 

That  said,  good  things  are  happen- 
ing. Tempur-Pedic,  an  $837  million  (2005  sales)  Lex- 
ington, Ky.  maker  of  mattresses  and  pillows,  will  open 
a  750,000-square-foot  factory  later  this  year,  offering 
jobs  to  300  people;  Merillat  Industries,  an  Adrian,  Mich, 
unit  of  $12.6  billion  Masco  Corp.,  is  building  a  350,000- 
square-foot  plant  to  make  kitchen  and  bath  cabinets, 
good  for  another  700  jobs.  And  the  idea  of  technol- 
ogy transfer  is  finally  taking  hold.  "New  Mexico  sci- 
entists have  great  ideas,  but  they  have  have  never  been 
good  at  finding  customers  beyond  the  federal  govern- 
ment," allows  Michael  E.  Skaggs,  chief  executive  of 
NextGen,  an  economic  development  think  tank  "They 
have  needed  help  to  get  traction." 

One  example:  Advent  Solar.  James  Gee,  who  de- 
j  veloped  a  cheaper  way  to  produce  photovoltaic  cells 
%mHf->  IRE  at  sandia.  joined  with  Russell  Schmit,  a  former  ex 
ecutive  who  worked  on  solar  energy  projects  at  Motorola  and  Texas 
Instruments.  Relying  on  a  design  known  as  emitter- wrapthrough, 
Advent  uses  ultrathin  (200  to  250  microns)  silicon  wafers,  5  inches 
on  each  side,  allowing  for  greater  electricity  production.  Once  lasers 
drill  tiny  holes  in  the  silicon,  the  wafers  are  bathed  in  phosphorus 
and  baked  in  an  oven.  Another  innovation:  Unlike  standard  panels, 
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the  conductive  grid  is  placed  on  the  back  of  the  wafers.  "This 
improves  light  absorption,"  says  Gee. 

Schmit,  who  has  raised  $39  million  to  finance  Advents  startup,  is 
working  out  the  bugs  in  a  basement  at  the  University  of  New  Mexico. 
Next  year,  when  it  begins  selling  panels  to  residential  and  commercial 
customers,  Advent  will  move  into  a  $25  million,  87,000-square-foot 
factory  south  of  downtown.  By  then  it  will  employ  130  workers. 

Advents  headquarters  is  the  first  of  many  planned  for  a  massive 
25-square-mile  development  called  Mesa  del  Sol,  bounded  by  1-25 
on  the  west  and  the  Manzano  Mountains  on  the  east.  Forest  City 
Enterprises  of  Cleveland,  in  partnership  with  the  state  and  the  Uni- 
versity of  New  Mexico,  is  preparing  to  turn  the  site  into  an  indus- 
trial and  residential  mecca — a  25-year,  $6  billion  project.  Plans  call 
for  an  ambitious  18  million  square  feet  of  commercial  and  indus- 
trial space,  an  initial  38,000  homes  and  up  to  100,000  more  Albu- 
querqueans  by  2030.  "This  is  the  biggest  inner-city  land  development 
project  in  the  country  right  now,"  says  Mark  Lautman,  Mesa  del  Sols 
director  of  economic  development. 


THE  WASTE  LAND 

Tax  dollars  have  certainly  helped  spark  a  revival 
in  Albuquerque.  But  there's  help — and  then 
there's  folly.  New  Mexico  Governor  Bill  Richard- 
son is  spending  $225  million  in  public  funds  to  build  a 
rocket  launcher  on  a  desolate  27-square-mile  site  near 
the  White  Sands  Missile  Range  starting  in  2007.  Billion- 
aire Richard  Branson  has  already  sold  150  rides 
at  $200,000  a  pop,  with  the  first  blastoff  set  for 

2010.  State  offi- 
cials blithely  pre- 
dict 5,820  jobs  by 
2020,  generating 
$752  million  in 
economic  activity. 
Hello,  Roswell. 

Then  there  are 
Tinseltown  give- 
J  aways  to  studios — 
$20.5  million  worth 
v       since   2003.  The 
lures  include  zero-interest  loans  and  25%  rebates  on  pro- 
duction expenses.  To  justify  all  the  freebies,  state  officials 
are  claiming  every  dollar  spent  on  films  in  New  Mexico  trans- 
lates into  $3.  Nonsense,  say  economists;  it's  more  like  $1.80 
at  best. 

Perhaps  the  biggest  pie  in  thesky  is  taking  place  right 
on  earth:  a  $393  million  commuter  rail  to  link  Santa  Fe 
and  Belen,  35  miles  south  of  Albuquerque,  that  will  sup- 
posedly be  operating  by  December  2008.  The  money  is 
earmarked  for  railcars  and  some  existing  freight  track; 
■  more  rails  will  have  to  be  laid  down.  No  one  dares  esti- 
mate the  tab  for  commuter  subsidies—or  the  cost  of 
maintaining  a  rail  bureaucracy,  known  as  the  Mid-Region 
Council  of  Governments.  — M.T. 
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It  may  also  be  one  of  the  most  antic.  Just  a  15-minute 
drive  from  downtown  and  the  airport,  Mesa  del  Sol  is  hoping 
to  ensnare  Hollywood.  Culver  Studios,  says  Lautman,  is  building 
a  550,000-square-foot  studio  complex  it  will  rent  to  production 
companies.  Zanier  is  a  Richardson-backed  idea  for  a  $225  mil- 
lion spaceport.that  would  would  one  day  blast  tourists  into  orbit 
(see  box,  below). 

On  terra  firmer  are  some  investments  the  state  has  made  in 
fledgling  companies.  The  money  comes  from  the  $4.5  billion  sev- 
erance tax  fund.  Since  the  laws  were  changed  in  2003,  the  state  has 
anted  up  $100  million  in  New  Mexico  companies,  and  it  is  com- 
mitted to  invest  up  to  $135  million  more.  It  has  co-invested  with 
Jerome  Mattingly — sometimes  directly,  sometimes  not.  Mattingly 
is  a  refugee  from  the  Bay  Area,  having  spent  18  years  running 
small  biotech  firms.  He  moved  to  Albuquerque  two  years  ago  and 
became  president  of  New  Mexico  Private  Investors.  Since  then  he 
and  62  wealthy  individuals  have  plowed  $4  million  into  12  young 
companies.  Among  them:  Advent  Solar;  Mesofuels,  a  hydrogen 
fuel  cell  outfit  sold  to  a  U.K.  company;  Veralight,  which  makes  dia- 
betes tests  that  use  light  to  measure  glucose  levels  through  the  skin; 
and  One  Connect  IP,  a  Voice  over  IP  outfit.  New  Mexico  has  partic- 
ipated in  some  of  these  ventures;  by  law  its  allowed  to  invest  up  to 
$20  million  per  venture,  provided  the  money  is  matched. 

Most  tech  companies  start  without  any  state  help.  Ned  A.  God- 
shall  made  it  entirely  on  his  own.  As  a  onetime  engineer  for  San- 
dia,  he  built  microelectronic  devices  one-fourth  the  width  of  a  human 
hair  that  were  used  to  spy  on  the  Kremlin.  Since  leaving  1 1  years 
ago,  Godshall  has  launched  four  startups,  including  companies  that 
plan  hydrogen  transport  and  look  for  microelectronic  substrates 
superior  to  silicon.  The  latest  could  be  his  biggest.  Altela  provides 
on-site  water  desalination  to  mining  and  oil  and  gas  companies. 
Its  device  is  basically  a  giant  still,  6  feet  tall  by  20  inches  wide,  that 
uses  low-cost  heat  to  evaporate  and  then  condense  water  from  dis- 
solved salts  and  other  industrial  contaminants.  "Everybody  else  is 
using  reverse  osmosis,  and  it  uses  too  much  electricity,"  says  God- 
shall,  who  has  a  background  in  fuel  cells.  He  licensed  the  technol- 
ogy from  Arizona  State  University  and  raised  $3  million.  Altela  has 
hired  12  employees  and  hopes  to  lease  enough  of  the  96  units  to 
post  revenue  of  $  1 1  million  by  year-end  2007. 

Across  town  from  Godshall,  Douglas  Smith,  a  former  Univer- 
sity of  New  Mexico  chemical  engineer,  is  trying  to  keep  things 
cold.  "I  got  bored  of  writing  research  papers  for  academic  jour- 
nals," he  says.  Since  1994  Smith  has  patented  more  than  90  inven- 
tions, most  using  nanoparticles  to  develop  new  types  of  insulation. 
Research  into  a  self-cooling  can  for  beer  or  soda  led  to  a  new  type 
of  packet,  called  "NanoCool,"  to  chill  injectable  drugs  for  up  to  a 
week.  Pushing  a  button  on  the  pouch  causes  the  water  to  flow  and 
begin  evaporating,  resulting  in  a  temperature  drop  of  up  to  30 
degrees  within  minutes;  to  keep  the  pouch  from  expanding, 
nanoporous  carbon  mixes  with  water  vapor,  condensing  the  gas  to 
a  liquid  state  so  the  process  can  begin  again.  Smith  hopes  to  sell 
$10  million  worth  of  NanoCool  and  other  products  this  year. 

What  about  that  self-cooling  pop  can?  "We're  still  working  on 
it,"  Smith  smiles.  One  problem:  "It  would  add  25  cents  to  a  50- 
cent  can  of  Coke.  No  one  would  buy  it."  F 
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flSA  COMMERCIAL  SOLUTIONS.  When  it  comes  to  cash  flow,  timing  is  everything.  Visa  gives  you  business  payment  toots 
o  pay  or  get  paid  almost  any  way  you  want,  for  just  about  anything  you  want.  So  time  is  always  on  your  side.  Learn  more  at 
isa.com/commercial,  or  contact  your  commercial  banker.  Your  business  is  your  life.  Life  takes  Visa. 

   — i.iiMiiiirtinrrmnrnTmrimwTnmrmmill^ 
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River  Revival 

Grand  Forks,  N.D.  has  come  back  a  long  way  since  a  disastrous  flood  in 
1997.  Could  it  teach  New  Orleans  a  thing  or  two?   By  Christopher  Steiner 

Wi 
i 


fHEN  THE  ORDER  TO  EVACUATE  GRAND  FORKS,  N.D. 
came  down,  Jon  C.  Larson  and  his  20  Sure  Foot  Corp. 
employees  scrambled  to  their  vehicles  and  scattered. 
Hours  after  the  decreed  exodus  on  Apr.  18,  1997  the 
cantankerous  Red  River  crashed  over  levees  and 
mauled  the  town.  Two  days  later  Larson  and  his  general  sales  manager, 
Wayne  Waege,  returned  to  the  chaos.  "Anything  downstairs  that  wasn't 
bolted  down  was  floating,"  Jon  says.  He  recalls  turning  to  Waege  to  ask, 
"Is  that  the  compressor  going  by  right  there?"  It  was. 


Before  and  after:  The  Coast  Guard  inspects  damage 
in  1997;  today's  new  flood  wall  along  the  Red  River. 
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S  TAX  CREDIT 


Louisiana's  clean  sheet  is  designed  for  advantage.  Capitalize  on  a  business  environment 
created  by  circumstance,  opportunity,  billions  in  investment  and  the  most  aggressive 
tax  incentive  package  in  U.S.  History.  And  timing,  as  always,  is  everything.  Planning 
a  project?  Contact  Don  Pierson  at  Louisiana  Economic  Development,  225-342-0215 
or  visit  LouisianaForward.com. 
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GRAND  FORKS 


Their  inventory — from  laces  to  insoles — was  wiped 
out.  Still,  Larson  and  his  brother  Van  B.  set  up  a  makeshift 
sales  office  70  miles  down  1-29  in  Fargo.  Most  of  their  telephone 
sales  reps  had  bolted  to  points  across  the  country.  The  Larsons 
eventually  scraped  up  some  of  their  people  and  got  going  again. 
They  took  out  a  $600,000  loan  from  the  Small  Business  Admin- 
istration to  keep  cutting  paychecks. 

The  owners  of  their  headquarters  building  didn't  want  to  foot 
the  bill  to  repair  all  the  damage  and  sold  the  24,000-square-foot 
building  to  the  Larsons  for  dirt— $250,000.  Since  the  disaster  the 
company  has  moved  much  of  its  new  product  manufacturing  to 
Taiwan  and  China.  To  curb  risk,  the  Larsons  also  diversified: 
Among  other  things,  they  now  make  fleece  clothing  and  distrib- 


m 
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ute  shoe  polish.  Company  head  count  is  up  to  46,  and  revenues 
have  tripled  since  1997  to  $8  million.  Despite  the  comeback,  Jon 
says,  "I  could  never  do  it  again." 

New  Orleans,  bumbling  through  its  early  recovery,  dominates 
the  headlines.  But  the  upper  Midwest  remembers  the  soggy 
spring  of  1997  all  too  well.  Even  before  the  three  years'  worth  of 
snow  (100  inches)  that  fell  during  the  winter  started  melting, 
townsfolk  stacked  sandbags  in  anticipation  of  a  raging  Red  River, 
which  runs  north  to  Manitoba's  Lake  Winnipeg.  It  did  little  good. 
The  flood  destroyed  or  damaged  11,000  homes  and  businesses 
and  deposited  13,000  livestock  carcasses  throughout  the  valley. 
The  water  touched  off  a  natural  gas  fire  that  engulfed  1 1  historic 
downtown  buildings.  Airborne  water  tankers  were  called  in 
because  fire  trucks  couldn't  ford  the  6-foot-deep  water.  "You  read 
in  the  Bible,  the  end  of  the  world?"  then  mayor  Patricia  Owens 
recalls.  "That's  how  it  felt." 

The  months  following  sorely  tested  everyone.  Despite  warn- 
ings from  the  federal  government  that  residents  should  buy  flood 
insurance,  only  20%  had  any  when  the  water  came.  Debt  from 


digging  out  weighed  on  the  community;  28%  of  busi- 
nesses still  carried  flood  debt  in  2003.  Domestic  violence  in 
Grand  Forks  spiked  24%  the  year  following  the  flood.  "That  was 
our  darkest  time,"  says  the  current  mayor,  Michael  Brown. 

Things  feel  better  now  in  Grand  Forks,  which  has  ferociously 
clawed  back  from  $2  billion  in  wreckage  to  thrive.  The  town 
lost  3,000  of  its  47,000  people  after  1997,  but  it  recovered  in  two 
years  and  has  added  an  additional  6,000  folks  since.  Why?  Jobs. 
Unemployment  averaged  3.5%  last  year,  compared  with  the 
national  rate  of  5.1%.  The  city  is  number  28  among  our  Best 
Smaller  Metros  with  populations  of  fewer  than  230,000  (for  the 
full  list,  go  to  forbes.com/bestplaces). 

Jobs  come  to  Grand  Forks  because  of  its  people,  89%  of  whom 

have  high  school  diplomas 
(the  national  average  is  80%) 
and  64%  of  whom  have 
some  education  beyond  high 
school.  Amazon.com,  which 
prefers  that  its  customer 
service  employees  hold 
college  degrees,  planted  a 
300-person  call  center  here 
in  1999. 

LM  Glasfiber,  a  $400 
million  (sales)  manufac- 
turer in  Lunderskov,  Den- 
mark and  the  world's  largest 
maker  of  wind  turbine 
blades,  saw  an  upside.  It 
opened  a  Grand  Forks  fac- 
tory in  1999,  with  25 
employees  in  83,000  square 
feet.  LM  now  has  300 
employees  and  150,000 
square  feet  with  plans  for 
more  expansion.  "We  get 
people  knocking  on  the  door  looking  for  jobs,"  says  General 
Manager  Blake  A.  Seas. 

Plant  workers  walk  up  and  down  inside  colossal  molds,  pack- 
ing down  sheets  of  fiberglass,  applying  epoxy  and  perfecting  the 
massive  balsa  wood  cores.  Jobs  average  $12.50  an  hour,  plus  ben- 
efits. This  is  finesse  work  on  a  huge  scale,  not  grunt  labor.  Trucks 
leaving  the  plant  require  back  wheels  that  steer  in  order  to  get  the 
123-foot  blades  onto  highway  entrance  ramps.  A  blade  weighs 
12,000  pounds  and  must  fall  within  a  few  pounds  of  the  blade  it's 
paired  with.  A  pair  of  the  blades  costs  about  $300,000—15%  to 
20%  of  the  total  cost  of  a  1.5  megawatt  turbine,  which  can  supply 
power  for  450  homes. 

North  Dakota  puts  LM.  more  or  less  equidistant  from  cus- 
tomers in  Texas,  California,  the  Carolinas  and  the  farther 
provinces  of  Canada.  There's  a  nearby  market,  too,  in  the  wind- 
swept farms  of  the  Dakotas. 

Early  Norwegian  settlers  maintained  Grand  Forks,  which  was 
a  pit  stop  on  the  river  from  St.  Paul  to  Winnipeg.  The  town  is  still 
36%  Norwegian.  They  can  handle  the  short  summers. 
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Just  after  the  flood  municipal  and  federal  officials 
hatched  plans  for  a  $400  million  levee  system  that  would  sit  far 
ther  back  from  the  river  than  the  old,  defeated  levees.  That  meant 
whole  swaths  of  the  town  simply  vanished.  The  Lincoln  Drive 
neighborhood,  once  a  favorite  of  first-time  home  buyers,  was  lev- 
eled. It's  now  a  park  accessed  through  a  handsome  gate  in  the  mas- 
sive 12-foot  levee  walls,  which  surround  the  town  like  a  medieval 
fortress.  The  levees,  which  are  85%  complete,  were  tested  this  April 
when  the  Red  hit  its  sixth-highest  mark  on  record.  No  sandbags 
needed.  "It  was  a  nonevent,"  Mayor  Brown  says. 


Resolute  action  kept  Cirrus  Design  in  Grand  Forks.  The  $280 
million  (sales)  small-aircraft  maker  was  completing  construction 
on  its  plant  in  1997  when  the  town  got  whacked.  "We  wondered 
if  enough  people  would  stay  so  that  we  could  staff  our  plant  with 
the  kind  of  people  we  wanted,"  says  Alan  Klapmeier,  cofounder 
and  chief.  No  problems  there,  and  today  the  SR22  is  the  best- 
selling  single-engine  four-seater  in  the  world:  Last  year  cus- 
tomers bought  450  of  the  $400,000  planes.  The  plant  is  finishing 
off  a  cavernous  expansion  to  triple  its  size  to  170,000  square  feet. 

A  20-foot-long  "Now  Hiring"  banner  hangs  over  the 
entrance.  Headquartered  in  Duluth,  Minn.,  Cirrus  will  add  150 
people  to  its  350-person  Grand  Forks  crew  in  the  next  five  years. 


NORTH  DAKOTA 

"It's  been  a  rocket  ride,"  says  John  C.  Hitchcock,  the  plant's 
development  director.  Cirrus  has  grown  at  a  steady  20%  clip 
since  coming  to  North  Dakota.  The  Grand  Forks  factory  annu- 
ally makes  100,000  carbon  and  fiberglass  composite  parts.  Its 
plane  bodies  are  100%  composite,  mostly  fiberglass,  some 
graphite.  Workers  mold,  cut  and  trim  pieces  to  the  finest  of 
allowances. 

Cirrus  has,  in  all  its  models,  the  only  factory- installed  parachute 
for  a  certified  airplane.  If  a  plane  is  badly  damaged  or  out  of  con- 
trol, the  pilot  can  pull  a  cord  and  send  up  a  chute  to  bring  it  to  earth 
softly.  The  system  has  been  used  seven  times,  saving  14  lives. 

A  knack  for  innovation  made  Klapmeier  reach  out 
to  the  University  of  North  Dakota  in  Grand  Forks. 
Anyone  who  buys  a  new  SR22  gets  trained  on  the 
plane's  specifics  by  UND's  staff.  The  School  of  Aero- 
space Sciences  is  the  nation's  largest  collegiate  aviation 
program,  at  1,600  students.  To  boost  revenue  it  does 
contract  training  for  foreign  carriers  like  Taiwan's 
I  China  Airlines.  The  school  also  has  a  five-year, 
$25  million  contract  to  operate  NASA's  DC-8  atmos- 
pheric science  research  jet. 

The  aviation  school  helped  pull  UND  out  of  its  rut 
after  the  flood,  which  drove  off  1,000  of  the  university's 
12,000  students  and  forced  cancelation  of  the  rest  of  the 
academic  year.  "This  school  brings  in  people,"  says  Ken- 
neth Polovitz,  assistant  dean  of  the  aerospace  college. 
On  his  desk  sits  a  button  that  says,  "-41  degrees— keeps 
out  the  riff-raff" 

It  also  can  chase  off  people  you  want  to  keep, 
something  Gerald  Groenewold  tries  to  stem.  He's  the 
director  of  the  Energy  &  Environmental  Research 
Center,  which  develops  and  helps  commercialize 
technology.  It  sits  on  UND's  campus  but  is  independ- 
ent. "The  university  is  a  social  welfare  program,"  he 
says.  "This  is  a  business."  Fourteen  companies  have 
been  spun  off  from  its  research.  Its  forerunner,  UND's 
Bureau  of  Mines,  was  started  in  1951  to  study  the 
state's  vast  lignite  resources.  The  place  became  a  fed- 
eral energy  technology  center  in  1977  but  lost  that 
association  six  years  later. 

No  loss.  "If  they  gave  us  state  money,  I'd  stand  up 
and  quit,"  Groenewold  says,  motioning  toward  his  office 
door.  No  need:  EERC  has  $50  million  in  annual  con- 
tracts with  companies  from  47  countries  and  50  states.  Some  of 
EERC's  300  employees  just  finished  a  project  for  ConocoPhillips 
and  Pennsylvania  enginemaker  Lycoming  in  which  they  created 
the  first  E-85  fuel  (85%  ethanol)  for  use  in  airplanes.  Others  com- 
pleted theoretical  specs  for  an  ultralow-emission  coal  power 
plant.  "We  need  energy  security  in  this  country,  and  our  ace  in 
the  hole  is  coal,"  Groenewold  says. 

The  next  great  war,  he  thinks,  will  be  over  water.  Making  a 
gallon  of  ethanol,  Groenewold  points  out,  takes  3  gallons  of  H2O. 
"  Whiskey  is  for  drinking,  water  is  for  fighting,"  he  says,  repeating 
a  quote  long  attributed  to  Mark  Twain.  Grand  Forks  might  agree. 
It  has  no  quibble  with  whiskey.  F 
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The  best  service  anticipates  your  needs.  To  help  you  arrive  feeling  ready  for  business,  our  Arrivals  Lounge  at  Heathro 
has  the  services  of  a  spa.  You  can  step  off  the  plane  and  straight  into  a  shower,  a  robe,  even  a  Molton  Brown  facial  -  all  whi 
•your  suit  is  being  pressed.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  wheth 
you're  enjoying  a  gourrrvet  meal,  or  our  infinitely  more  comfortable  flat  bed,  we  think  you'll  find  our  business  class  like  no  othi 


Visit  ba.com/club 


Business  class  is  different  on  BRITISH  AIRWAYS 


THE  BUSINESS-TRAVEL  BUZZ... 
IN  LONDON 


SOON  TO  BE  SEEN  IN  "C" 

British  Airways  stunned  the  airline  world  — 
and  delighted  business  travelers  —  when  it 
introduced  lie-flat  beds  in  business  class  six 
years  ago.  What  does  BA  do  for  an  encore  in 
"C"  Class?  We'll  know  next  month  when  British 
Airways  announces  the  next  generation  of 
its  Club  World  business-class  service.  BA  will 
spend  more  than  $174  million  to  reinvent  its 
long-haul  service  to  and  from  London.  The 
airline  also  promises  that  everything  —  the  beds, 
entertainment  system  and  in-flight  service  —  will 
be  new.  BA  flights  with  the  reconfigured  busi- 
ness class  could  be  flying  on  the  London-New 
York  route  as  early  as  the  end  of  the  summer. 
Web  site:  www.ba.com/clubworld 

FINALLY  ...  IT'S  FIVE 

There  are  almost  two  years  left  to  go  before  it 
opens  in  March  2008,  but  Terminal  Five  at 
London's  Heathrow  Airport  is  already  shaping  up 
as  the  facility  that  will  revolutionize  the  shape  of 
international  air  travel.  Equivalent  in  size  to 
London's  Hyde  Park  and  as  long  as  the  distance 
from  Bond  Street  to  Oxford  Circus,  the  so-called 
T5  will  allow  British  Airways  to  consolidate 
almost  all  of  its  vast  London-based  network 
under  one  roof.  And  what  a  roof  it  is:  the  column- 
free,  single-span  waveform  structure  will  cover  a 
building  39  meters  high,  396  meters  long  and 
176  meters  wide.  The  eight-level  terminal 
will  accommodate  30  million  passengers,  175 
elevators,  131  escalators,  a  rail  station,  150  retail 
shops  and  two  dozen  restaurants. 
Web  site:  www.heathrowairport.com/t5 

FOOD,  GLORIOUS  FOOD 

Journalist  and  author  Jeanette  Winterson  lov- 
ingly restored  a  derelict  18th-century  Georgian 
London  house,  but  wondered  what  to  do  with 
the  street-level  space.  The  answer:  Verde's,  a 
charming  specialty  food  shop  around  Liverpool 
Street  Station,  the  key  rail  terminus  in  the  city's 
financial  district.  "My  shop  isn't  going  to  worry" 
London's  large  supermarkets,  she  says. 
"I  won't  change  the  eating  habits  of  Britain.  [But] 
we  need  pleasure  in  our  lives  and  one  of  life's 
true  pleasures  is  real  food."  Verde's  stocks  the 
best  food  from  around  the  world  and  offers 
house-made  meals  of  the  highest  quality  — 
meals  that  are  sure  to  make  any  on-the-go 
business  traveler  nostalgic  for  home. 
Web  site:  www.jeanettewinterson.com/verdes.asp 


AUVbH  I  IbbMtN  I  I 

THE  RETURN  OF  LUXURY 

The  bloom  is  definitely  back  on 
the  business-travel  rose.  Style, 
and  especially  luxury,  are  back 
on  the  business-travel  agenda. 
After  years  of  cutting  corners  and  eliminat- 
ing perks,  companies  are  allowing  their  trav- 
eling executives  to  live  a  little  better  on  the 
road.  And  that  is  leading  hotels,  international 
airlines  and  even  the  troubled  U.S.  carriers  to 
up  the  luxury  quotient. 

"It's  nice  to  know  that  my 
company  is  allowing  me  to  stay 
at  hotels  where  I  can  get  a  cup  of 
coffee  in  an  actual  cup  served  to 
me  by  a  waiter  who  comes  to 
my  table,"  says  Valerie  Silando, 
a  200,000-mile-a-year  traveler 
who  spends  about  100  days  a 
year  on  the  road.  "I  was  really 
getting  tired  of  waking  up  in  the 
morning  and  realizing  my  break- 
fast was  a  cardboard-tasting  muf- 
fin and  a  cardboard  cup  of  coffee  from  a 
picked-over  buffet." 

Silando  and  her  fellow  travelers  will  be 
relieved  to  know  that  the  lodging  industry  is 
leading  the  charge  in  the  return  to  luxury. 
For  the  first  time  in  years,  it  is  luxury  lodging 
that  is  getting  all  the  attention. 

ICONIC  HOTELS  EXPAND  WORLDWIDE 

Hilton  Hotels,  for  example,  is 
building  a  luxury  hotel  chain 
around  the  cachet  of  the  iconic 
Waldorf=  Astoria  in  New  York. 
The  Waldorf=Astoria  Collection  has  already 
recruited  several  of  the  nation  s  finest  properties 
—  the  Arizona  Biltmore,  the  La  Quinta 


Led  by  a  burst  of 
luxury  hotels  around 
the  world,  corporate 
travelers  are  being 
offered  a  wide  range 
of  elegant  new  airline 
services  and 
lodging  options. 


Resort  in  California  and  the  Grand  Wailea  in 
Maui  —  and  more  are  on  the  way 

Overseas,  Barry  Sternlicht,  the  man  who 
built  the  St.  Regis  luxury  chain  around  the  St. 
Regis  hotel  in  New  York,  is  planning 
to  do  the  same  thing  with  the  Hotel  de  Cnllori 
in  Paris.  One  of  only  six  "palace"  hotels  in  the 
French  capital,  the  Crillon  will  be  the  flagship 
of  what  Sternlicht  hopes  will  be  a  group  ol 
extraordinary  hotels  in  London,  Tokyo,  Rome, 
Beijing,  Delhi  and  resorts  in  one-of-a-kinc 
locations  around  the  world. 

"The  time  is  right  [because 
the  luxury-travel  market  is  on< 
of  the  fastest-growing  segments 
in  the  industry,"  says  Sternlicht. | 
But  Hilton  and  Sternlicht  ara 
not  alone.  Horst  Schultze,  whc 
helped  build  the  Ritz-Carltorj 
luxury  chain  in  the  late  1980i 
and  1990s,  is  now  building  hii 
own  luxury  hotel  group  callec 
Sols. There  are  already  eight  Soli 
properties  under  development  in  the  U.S.  antj 
Germany.  Taj  Hotels,  Palaces  and  Resorts,  thJ 
India-based  hotel  group,  is  also  growing.  I 
recently  acquired  the  Pierre  in  New  York  ant 
opened  a  luxury  property  called  Blue  ii 
Sydney,  Australia.  Two  famed  Italian  desigi 
houses,  Armani  and  Missoni,  are  working  wia 
hotel  firms  to  develop  luxury  properties.  Anc 
Jumeirah,  which  operates  the  astonishing  Bur 
Al  Arab  in  Dubai,  has  acquired  luxury  proper 
ties  such  as  the  Carlton  Tower  in  London  and 
Essex  House  in  New  York. 

Existing  luxury  hoteliers  are  expanding 
too.  Regent  Hotels,  currently  eight  propertid 
large,  will  open  nine  new  properties  arount 
the  world  in  the  next  two  years.  Ritz-Carltoi 


THE  BUSINESS-TRAVEL  BUZZ ... 
IN  LAS  VEGAS 


ONE  SINGULAR  SENSATION 

Las  Vegas  overflows  with  top-notch  hotels,  but 
Bellagio  stands  out  from  the  crowd.  The  3,900- 
room  complex  has  won  the  coveted  AAA  Five 
Diamond  Award  for  five  consecutive  years  (2002 
to  2006),  the  first  and  only  Las  Vegas  hotel-casino 
to  receive  the  honor.  It  has  a  65,000-square-foot 
spa  and  a  6,000-square-foot  fitness  center, 
as  well  as  elaborate  gaming  opportunities  and 
luxury  shopping.  Besides  the  sybaritic  nature  of 
the  accommodations,  another  reason  business 
travelers  prefer  Bellagio  is  its  extensive  meeting 
and  convention  facilities.  The  resort  offers  more 
than  200,000  square  feet  of  space,  50  meeting 
rooms  and  spectacular  ballrooms. 
Web  site:  www.bellagio.com 

THE  NEON  LIGHTS  ARE  STILL  BRIGHT 

Nothing  says  Las  Vegas  like  neon,  and  the 
bright  lights  that  helped  make  Las  Vegas  a  world- 
wide attraction  even  have  their  own  museum. 
The  aptly  named  Neon  Museum  has  successfully 
restored  10  iconic  Las  Vegas  neon  signs  and 
placed  them  in  "outdoor  galleries"  along 
Fremont  Street.  Among  the  favorites:  the  glori- 
ous neon  Indian  chief  from  the  Chief  Motor 
Court  and  the  blazing  yellow  Aladdin's  lamp  that 
once  adorned  the  Aladdin  Hotel.  The  museum 
even  maintains  a  three-acre  "boneyard"  —  a 
collection  of  yet-to-be-restored  classic  Las  Vegas 
signs  —  that  can  be  toured  by  appointment. 
Web  site:  www.neonmuseum.org 

CHEFS  OFTHE  WORLD  UNITE! 

The  world's  finest  chefs  have  come  to 
Bellagio.  Prime  is  Jean-Georges  Vongerichten's 
unique  take  on  a  classic  American  steakhouse. 
Picasso  boasts  an  impressive  array  of  original 
Picasso  paintings  and  ceramics  and  the 
cooking  of  Julian  Serrano,  whose  French- 
Mediterranean  dishes  garnered  nationwide 
attention  at  Masa's  in  San  Francisco.  Another 
Bay  Area  superstar,  Michael  Mina,  has  an 
eponymous  dining  room  that  boasts  an 
innovative  seafood  menu.  Chef  Philip  Lo,  an 
originator  of  nouvelle  Hong  Kong  cuisine,  holds 
forth  at  Jasmine  and  delights  guests  with  his 
spectacular  interpretations  of  Cantonese, 
Szechwan  and  Hunan  cuisine.  Le  Cirque  is  the 
Las  Vegas  branch  of  Sirio  Maccioni's  New  York 
culinary  temple.  And  star  chef  Todd  English 
brings  a  branch  of  Olives  to  Bellagio. 
Web  site:  www.bellagio.com/pages/din_main.asp 
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has  14  new  luxury  outposts  in  the  pipeline 
and  Four  Seasons  has  20  new  hotels  in  devel- 
opment. There  are  currently  21  Mandarin 
Oriental  hotels,  but  nine  more  will  open  in 
the  next  three  years. 

LUXURY  IN  THE  CLOUDS 

The  giddy  expansion  of  on-the-road 
luxury  has  reached  the  airline 
business,  too.  The  most  obvious 
example:  Two  all-premium-class 
carriers  have  sprung  up  to  service  the  busy 
U.S. -U.K.  market.  Maxjet  Airlines  offers  all- 
business-class  service  on  Boeing  767s  config- 
ured with  just  102  reclining  seats.  And  Eos 
Airlines  offers  48  reclining  beds  on  specially 
configured  Boeing  757s. 

It's  not  just  new  entrants  that  have  plunged 
forward  with  dedicated  luxury  service,  either. 
Lufthansa,  Swiss  International  and  KLM  all 
operate  special,  all-business-class  flights  from 
the  U.S.  KLM's  service,  for  example,  flies 
between  Houston  and  Amsterdam.  A  specially 
configured  Boeing  aircraft  offers  just  44 
plush,  comfortable  seats  in  an  atmosphere 
roughly  equivalent  to  that  of  a  private  jet. 

Lufthansa  has  gone  even  further.  It  has  rein- 
vented first-class  travel.  Business  travelers  who 
book  Lufthansa's  first-class  service  at  the  air- 
line's worldwide  hub  in  Frankfurt  have  their 
own  terminal.  A  personal  assistant  handles  all 
the  formalities  while  the  traveler  relaxes  in  a 
special  lounge,  works  in  a  private  office  or 
enjoys  a  meal  in  a  special  restaurant  area. 
There  is  even  limousine  transportation  to 
take  you  from  the  terminal  directly  to  your 
flight.  Onboard,  first-class  customers  settle 
into  private  seats  that  convert  into  huge  beds. 
There  are  large  video  monitors  at  your  seat 


and,  on  many  transatlantic  and  transpacifi 
flights,  there's  in-flight  Internet  access. 

All  this  luxury  hasn't  been  lost  on  the  hard 
pressed  U.S.  carriers.  The  nation's  two  largeS 
airlines,  United  and  American,  are  rushing  t 
upgrade  their  premium-class  cabins.  United,  fc 
example,  will  spend  $165  million  over  thre 
years  to  overhaul  its  first-  and  business-cla^ 
international  cabins.  The  airline  has  ahead! 
overhauled  its  transcontinental  flights  betwed 
New  York/Kennedy,  Los  Angeles  and  Sa 
Francisco.  United's  "ps  service"  offers  lie-fl; 
beds  in  first  class,  an  international-style  busi 
ness-class  cabin  and  an  improved  coach  sectio 
with  more  legroom  at  every  seat.  Meanwhils 
American  Airlines  will  be  introducing  ne\ 
international  business-class  service  in  July.  Th 
new  cabin  will  offer  lie-flat  beds,  a  personal  in 
flight  entertainment  system  with  on-demani 
video  and  audio,  and  new  overhead  storage  bin 
and  lighting.  The  new  cabin  will  begin  appeal 
ing  on  flights  early  next  year. 

liOn-the-road  luxury  is  not  about  ego 
insists  Stephen  Wilmer,  the  travel  coordina 
tor  for  a  Los  Angeles-based  worldwid 
investment  firm.  "I've  got  to  put  high 
priced  talent  on  long  trips,  then  ask  them  t 
step  off  a  plane  and  work  at  top  efficienc 
on  multimillion,  even  billion-dollar,  deall 
You  can't  keep  them  fresh  and  at  their  be 
if  they  sit  in  coach  and  sleep  in  a  strippec 
down  motel." 
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Stuck  in  the  Slammer 

Youngstown,  Ohio  has  tried  to  ignite  an  economic  revival — 
)y  building  prisons  ^  By  Miriam  Gottfried 


\m  mm  when  the  ohio  state  department  of  correc- 

V  VM  Jm  tions  decided  to  move  death  row  to  Youngs- 

i  Wfl  U  town's  supermaximum  security  prison  a  year  ago, 
mm  mm  then  mayor  George  McKelvey  was  part  of  the 
welcoming  committee.  The  city  was  already  home  to  Ohio's 
nost  dangerous  inmates,  and  there  were  already  three  more 
orisons,  two  jails  and  two  halfway 
louses  in  the  surrounding  area. 
'Our  community  is  grateful  for  its 
presence  here,"  McKelvey  said  of  the 
'move  to  add  a  lethal  component, 
'and  the  millions  of  dollars  it  con- 
|  ributes  to  our  local  economy." 
i  If  only.  In  fact,  the  metro  region 
las  been  in  decline  since  the  shut- 
down of  the  Youngstown  Sheet  & 
Tube's  steelworks  in  1977,  the  first  of 
>0,000  industrial  layoffs  over  the  next 
lecade.  Turning  to  prison  building 
rver  the  last  ten  years  hasn't  created 
he  hoped-for  economic  salvation. 
Average  annual  real  income  and  job 
;rowth  over  the  last  five  years  have 
!>een  pitiful — negative  2.4%  and 
legative  0.9%,  respectively.  Seeing 
ittle  but  bleak  opportunity,  folks 
have  been  leaving  the  area  at  a  rate 
of  0.4%  a  year. 

)  About  the  only  bright  stat  you  can 
point  to:  The  Youngstown-Warren- 
itoardman  area  has  a  low  crime  rate — 
|  ,508  offenses  per  100,000  people.  Per- 

laps  that's  because  most  of  the  ruffians 

re  already  in  jail.  Placing  198  out  of  200  major  metro  regions, 
Ibungstown  wins  our  booby  prize  this  year. 
S    Who  thought  that  backing  the  big  house  would  lead  to  bigger 

imes?  It  was  Patrick  Ungaro,  Mayor  McKelvey's  predecessor, 
Lho,  between  1993  and  1995,  offered  state  officials  and  private- 
[rison  owner  Corrections  Corporation  of  America  free  land  and, 
Yi  CCA  s  case,  a  seven-year  50%  tax  abatement  and  new  water 
Ind  sewer  lines.  In  return  Youngstown  builders  and  suppliers  got 
1 127  million  worth  of  contracts,  the  city  received  an  annual 
1895,000  boost  in  tax  revenue  and  upward  of  900  people 

brained  jobs  as  guards,  janitors,  cooks  and  health  care  workers. 


Home  sweet  home — to  547  inmates,  144  of  them  on 
death  row:  Youngstown's  Ohio  State  Penitentiary. 


The  strategy  seemed  to  work  for  a  while.  The  two  prisons, 
along  with  the  county  jails,  the  halfway  houses,  Warren  state 
prison  (which  opened  in  1992)  and  nearby  Elkton's  federal 
prison  (1997)  created  quite  an  industry.  Between  1992  and 
1997  Youngstown's  gross  metro  product  rose  at  an  average 
3.4%  a  year  net  of  inflation. 

The  lift  was  not  to  last.  Regional 
unemployment  was  a  recent  6.7%, 
down  from  7.2%  a  year  ago,  thanks 
to  upswings  at  metal  manufactur- 
ers Exal  Corp.  and  V&M  Tube  and 
at  Kmart  and  Toys  "R"  Us,  which 
have  warehouses  there.  The  prob- 
lem is  that  Youngstown  hasn't  been 
able  to  attract  much  in  the  way  of 
new  ventures  or  growing  corpora- 
tions to  the  area.  Not  for  want  of 
trying.  In  2003  the  Chamber  of 
Commerce  attempted  to  lure  Boe- 
ing, to  build  its  787.  The  aerospace 
giant  opted  out,  officially  because 
a  coastal  city  made  better  sense  for 
receiving  large  shipments  of  parts. 
It  appears,  though,  that  the  lack  of 
a  highly  skilled  labor  force  played  a 
role.  Only  one  in  six  adults  in  the 
region  has  a  college  degree. 
Besides,  says  John  Russo,  a  Youngs- 
town State  University  business  pro- 
fessor, "If  I  were  a  businessman,  I'd 
look  around  and  ask,  'Do  I  really 
want  be  in  an  area  that's  basically  a 
penal  colony?'"  Finding  neighbor- 
hood boosters  is  nigh  impossible.  "It's  a  bleak,  sick,  sad  and 
pathetic  reality,"  says  talk  radio  host  Louie  Free.  "Prisons  just 
fuel  the  cycle." 

Youngstown's  new  mayor,  Jay  Williams,  is  hoping  to  break  the 
cycle.  The  city  has  given  $200,000  or  so  in  grants  to  a  downtown 
auditorium  and  will  spend  $100,000  this  year  to  improve  lighting 
and  landscaping.  Williams  is  also  pledging  up  to  $1  million  in 
taxpayer  money  to  build  space  for  young  high-tech  companies 
that  graduate  from  an  existing,  nonprofit  incubator.  Who  knows? 
Maybe  some  genius  there  will  invent  a  robotic  chain  gang 
foreman. 
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Moving  On  Up 


Half  of  the  best  metro  areas  are 

new  this  year.  What  makes 
a  winner?  By  Kurt  Badenhausen 

N  A  PROGRESSIVE  COUNTRY,"  BENJAMIN  DISRAELI 
once  said,  "change  is  constant."  And  how.  In  this  years 
ranking  of  Best  Places  for  Business  and  Careers,  peren- 
nial top  10  metros  like  Atlanta,  Austin  and  Washington, 
D.C.-Northern  Virginia  fell  from  the  highest  perch,  hurt 
by  slowing  income  growth.  Newcomers  include  Hous- 
ton, riding  high  on  oil  profits,  and  Phoenix,  lifted  by  a 
housing  boom.  We  expanded  this  year's  list  to  include  the  200 
largest  metro  areas,  up  from  150,  thanks  to  Uncle  Sam's  reconfig- 
uration of  metropolitan  statistical  areas — which  had  the  odd 
result  of  splitting  regions  like  Raleigh-Durham  into  two. 

A  tip  of  the  green  eyeshade  to  Moody's  Economy.com, 
which  provided  data  for  the  rankings  and  helped  weigh  business 
costs  and  living  expenses.  Economy.com  also  measured  job  and 
income  growth,  as  well  as  migration  trends  over  the  last  five 
years.  Portland,  Ore.  researcher  Bertrand  Sperling  analyzed 
crime  and  culture-and-leisure  data,  as  well  as  education  levels. 
For  details  on  the  200  largest  metro  areas  and  a  ranking  of  179 
smaller  ones,  visit  www.forbes.com/bestplaces. 
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ALBUQUERQUE,  N.M. 


POPULATION:  793,000  JOB  GROWTH1:  1.1% 
INCOME  GROWTH1:  3.0% 

big  employers:  University  of  New  Mexico,  Sandia 
National  Labs,  Kirtland  Air  Force  Base,  Presbyterian 
Healthcare  Services,  Intel. 


Median  household  income  has  shot  up  19%  over  the  past  two 
years  to  $49,000,  helping  Albuquerque  claim  the  number  one) 
spot,  up  from  fifth  place  last  year.  Even  with  a  highly  educated 
workforce,  business  costs  are  still  the  lowest  in  the  country,  24% 
below  the  national  average. 
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RALEIGH,  N.C 


POPULATION:  934,000  JOB  GROWTH:  1.3% 
INCOME  GROWTH:  0.6% 

BIG  employers:  North  Carolina  State  University, 
WakeMed  Health  &  Hospitals,  SAS  Institute, 
Rex  Healthcare,  Tri-Arc  Food  Systems. 


People  continue  to  flock  to  Raleigh— 100,000  since  2001.  Unem- 
ployment is  low,  4%  in  2005,  even  with  the  added  bodies 
Employers  like  the  low  business  costs  and  educated  workforce. 


196      FORBES      MAY  22,  2006 


'Five-year  annualized  figures  throughout. 
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HOUSTON,  TEX. 


0.8% 


opulation:  5,257,000  job  growth: 
Income  growth:  2.2% 

IG  EMPLOYERS:  Royal  Dutch  Shell,  ExxonMobil, 
^dministaff.  Continental  Airlines,  Halliburton. 

"he  nation's  third-largest  metro  area  is  riding  high  on  the  fumes 
f  the  energy  boom.  Employment  jumped  2.6%  last  year,  while 
ousehold  income  rose  5.1%.  Houston's  business  costs  are  11% 
ower  than  the  national  average  and  well  below  any  other  area 
i/ith  more  than  3  million  people. 


OISE,  IDAHO 


population:  534,000  job  growth:  2.1% 
Income  growth:  2.9% 

iic  EMPLOYERS:  Micron  Technology,  Mountain  Home 
ir  Force  Base,  Hewlett-Packard,  St.  Luke's  Regional 
/ledical  Center,  Albertsons. 


The  Department  of  Energy's  Oak  Ridge  office  is  the  area's  largest 
employer,  with  12,000  people  and  a  budget  of  $2.7  billion.  Oak 
Ridge  and  UT's  Knoxville  campus  provide  a  large  scientific 
research  base — and  immunity  to  cyclical  downturns. 
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PHOENIX,  ARIZ. 


POPULATION:  3,813,000  JOB  GROWTH:  2.5% 
INCOME  GROWTH:  2.6% 

big  EMPLOYERS:  Wal-Mart,  Banner  Health  System, 
Honeywell,  Intel,  Arizona  State  University. 

Residents  of  southern  California  are  flocking  to  Phoenix,  partly 
because  living  costs  are  on  average  40%  lower  than  in  San  Diego 
and  Orange  County.  Migration  into  Phoenix  is  second  highest  in 
the  country  over  the  past  five  years,  with  a  net  gain  of  400,000  peo- 
ple. Time  is  running  out  on  the  real  estate  deals,  though,  as  home 
prices  soared  44%  last  year  and  are  expected  to  jump  another  20% 
this  year.  One  big  drawback:  a  stubbornly  high  crime  rate. 


usiness  costs  remain  7%  below  the  national  average  but  have 
rept  up  the  past  two  years,  knocking  Boise  from  the  number  one 
ot  it  achieved  last  year.  Unemployment  for  Idaho's  capital  was  a 
linute  3.4%  in  2005,  thanks  to  gains  in  service  industries. 
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NASHVILLE,  TENN. 
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KNOXVILLE,  TENN. 


'OPULATION:  654,000  JOB  GROWTH:  1.6% 
UCOME  GROWTH:  2.5% 

IG  EMPLOYERS:  U.S.  Department  of  Energy,  University 
f  Tennessee,  Covenant  Healthcare  System,  Wal-Mart 
tores,  St.  Mary's  Medical  Center. 


POPULATION:  1,414,000  JOB  GROWTH:  1.0% 
INCOME  GROWTH:  2.7% 

BIG  employers:  Vanderbilt  University,  Saint  Thomas 
Health  Services,  HCA,  Nissan  Motor, 
Gaylord  Entertainment. 

Companies  are  taking  advantage  of  Nashville's  low  business  costs 
and  strong  migration  trends.  Nissan  is  moving  its  North  Ameri- 
can headquarters  from  southern  California,  and  Federated 
Department  Stores  announced  plans  for  a  new  distribution  cen- 
ter that  will  add  500  jobs  to  the  area.  Tourism  remains  a  chief 
driver  of  Nashville's  economy. 
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Energy  independence? 
The  answer  may  be  growing 
in  our  own  backyard. 


Liu  Corn  can  do  amazing  things.  Corn  can  be  refined  into  E85 
ethanol  —  an  alternative  fuel  made  up  of  85%  ethanol  and  1 5% 
gasoline  that  not  only  burns  cleaner  than  fossil  fuels,  it's  also  a 
homegrown  renewable  energy  source  that  can  help  reduce  our 
dependence  on  oil.  GM  already  has  1.5  million  FlexFuel  Vehicles 
on  the  road  that  can  run  on  gasoline  or  E85  ethanol.  And  it's 
just  the  beginning.  Join  the  ride.  Help  turn  your  world  yellow  at 
LiveGreenGoYeHow.com.  Learn  more  about  E85  ethanol,  which 
GM  vehicles  can  run  on  it,  where  you  can  get  it  and  how  you 
can  make  a  difference.  One  car  company  can  show  you  how. 


THE  TOP  10 
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DURHAM,  N.C. 


0.2% 


POPULATION:  458,000  JOB  GROWTH: 
INCOME  GROWTH:  2.0% 

BIG  employers:  Duke  University,  IBM,  GlaxoSmith- 
kline,  Lenovo  Group,  Nortel  Networks. 

The  Office  of  Management  &  Budget  split  Raleigh-Durham  into 
two  areas  when  it  reconfigured  metropolitan  statistical  areas  in 
2003.  Durham  is  doing  just  fine  on  its  own,  thriving  within  the 
tech-heavy  Research  Triangle.  The  city  can  claim  to  have  the 
nations  sixth-most-educated  labor  force:  40%  of  its  adult  popula- 
tion holds  a  college  degree  and  18%  an  advanced  degree. 


Job  growth  and  income  growth  for  Fayetteville  are  among  the 
highest  in  the  country.  Unemployment  clocked  in  at  3%  in 
2005,  and  gross  metro  product  jumped  7.8%.  Goosing  growth 
is  Wal-Mart,  headquartered  in  nearby  Bentonville.  Even  with 
the  surge  in  incomes,  business  costs  are  still  10%  below  the 
national  average.  So,  what  keeps  Fayetteville  from  climbing  to 
the  top  of  the  heap?  Poor  scores  for  education  levels  and  in 
culture  and  leisure. 
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INDIANAPOLIS,  IND. 


9 


FAYETTEVILLE,  ARK. 


POPULATION:  1,637,000  JOB  GROWTH:  0.8% 
INCOME  GROWTH:  1.1% 

BIG  EMPLOYERS:  Eli  Lilly,  Indiana  University,  Clarian 
Health,  Marsh  Supermarkets,  FedEx. 


POPULATION:  400,000  JOB  GROWTH:  4.1% 
INCOME  GROWTH:  3.8% 
BIG  EMPLOYERS:  Wal-Mart,  J.B.  Hunt  Transport 
Services,  University  of  Arkansas,  Tyson  Foods, 
McKee  Foods. 


Indy  residents  have  strong  purchasing  power  thanks  to  living 
costs  16%  below  the  national  average  and  incomes  that  are  7% 
higher.  Eli  Lilly,  headquartered  in  Indianapolis,  plans  to  add 
2,300  jobs  in  the  area  by  2009,  on  top  of  the  14,000  already  there. 
Construction  jobs  are  piling  up,  what  with  a  new  stadium  for  the 
NFL's  Indianapolis  Colts  and  a  new  convention  center. 
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Special  Advertising  Section 


MANAGING 
THE  MOUNTING 
RISKS  OF 
IDENTITY  THEFT 


asf  year  alone,  fully  4%  of  adult  Americans  -  nearly  9  million  people  - 
ere  victims  of  identity  theft  and  identity  fraud. 


In  some  ways,  that's  actually  good 
ws:  2003  saw  more  than  10  million 
nericans  get  their  identities  stolen, 
:ording  to  the  Javelin  Strategy  and 
;search  2006  Identity  Fraud  Survey 
msumer  Report.  But  don't  relax  yet  - 
Jess  you're  destitute,  you've  got  plenty 
worry  about.  Consider: 

The  average  amount  of  money 
Jen  via  identity  theft  and  fraud  is 
mbing  steadily. 

The  time  required  to  resolve  an  iden- 
<f  theft  or  fraud  incident  is  increasing 
imatically  -  by  30%  in  the  past  year, 
s  one  recent  study. 

The  ways  that  identity  thieves  are 
:ting  the  information  they  need  to 
rpetrate  their  crimes  are  becoming 
althier  and  more  sophisticated. 

w-Tech  Crime 

Vlost  identity  theft  remains  a  low-tech 
me  based  on  rifling  through  trash 
[is,  tricking  or  bribing  employees  into 
riding  over  employee  or  customer 


data,  or  using  lost  or  stolen  wallets, 
credit  cards  or  checkbooks. 

Too  often,  the  ID  theft  perpetrator  is 
someone  close  to  the  victim.  Some 
experts  say  that  more  than  a  third  of 
identity  theft  is  committed  by  a  friend, 
neighbor,  family  member  or  in-home 
employee  who  knows  where  the  victim's 
sensitive  documents  are. 

High-Tech  Crime 

As  a  crime  of  opportunity,  identity 
theft  is  evolving  with  changes  in  society 
at  large,  such  as  the  Internet,  e-mail  and 
other  digital  conveniences. 

Security  experts  estimate  that  thousands 
of  Web  sites  have  been  created  for  the  sin- 
gle purpose  of  stealing,  buying  and  selling 
identities.  It's  a  business  that's  now  lucrative 
enough  to  have  attracted  organized  crime. 

Phishing  schemes  -  the  use  of  phony 
e-mails  to  trick  recipients  into  revealing 
sensitive  information  -  caused  more  than 
a  billion  dollars  in  losses  in  2003. 
Consulting  firm  Gartner  estimates  that 
more  than  a  quarter  of  all  Americans  were 
exposed  to  phishing  attacks  in  2003. 

One  of  the  most  common  impacts  of 


successful  phishing  expeditions  is 
account  hijacking  using  the  personal 
data  (chiefly  user  names  and  passwords) 
revealed  by  the  duped. 

Despite  a  cascade  of  laws  and  regula- 
tions designed  to  make  sensitive  corporate 
data  more  secure,  identity  thieves  continue 
their  successful  hacking  exploits.  These 
days,  say  experts,  as  much  as  two-thirds  of 
ID  theft  occurs  in  workplaces. 

Easing  the  Pain  With 
ID  Theft  insurance 

Thus  even  the  most  cautious  and  careful 
among  us  can  fall  victim  to  identity  theft 
through  no  fault  or  omission  of  our  own. 

Fortunately,  there  is  an  easy,  inexpen- 
sive way  to  ease  the  pain  of  recovering 
from  identity  theft:  ID  theft  insurance. 
Nationwide,  for  instance,  offers  ID  theft 
coverage  that  focuses  on  identity  recovery 
and  restoration. 

Says  Deb  Harmon,  a  project  manager 
at  Nationwide,  "For  only  a  few  cents  a 
day,  our  comprehensive  coverage  includes 
insurance  and  ID  theft  restoration  man- 
aged by  our  representatives  who  specialize 
in  this  field." 


Advertisement  2 


Nationwide  Mutual  Insurance  Co. 


OST  INCLUSr 
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Nationwide  offers  comprehensive  and 
competitive  identity  theft  products  that 
restore  your  credit,  financial  standing  and 
good  name  in  the  event  of  ID  theft.  Unlike 
other  providers,  there  are  no  additional 
fees  to  pay  or  kits  to  purchase. 

When  you  become  a  victim  of  ID  theft, 
our  experienced  identity  theft  experts 
begin  working  immediately  to  recover 
and  restore  your  identity.  We  provide  up 
to  $25,000  (with  no  deductible)  to  cover 
the  expense  of  getting  your  identity  back. 
Our  coverage  can  save  you  the  time  and 
hassle  associated  with  restoring  all  your 
accounts.  Coming  this  summer,  another 
valuable  service  will  be  available  at  no 
additional  charge. 

This  coverage*  is  available  for  home- 
owner policies  for  only  $45  annually  or 
as  a  stand-alone  policy  for  just  $99. 
It's  just  another  way  that  Nationwide  is 
On  Your  Side™. 

Protect  yourself  from  identity  theft  by: 

-  Shredding  confidential  information 

-  Reviewing  your  credit  report  annually 

-  Protecting  your  Social  Security  Number 

-  Retrieving  mail  promptly 

-  Purchasing  Nationwide's  identity 
theft  coverage 

For  more  information, 

call  1  877  ON  YOUR  SIDE,  or  visit 

www.nationwide.com/nw/property/ 

identity-theft 

'Nationwide's  ID  theft  products  are  not  available  in  all  states. 


Nationwide" 

On  Your  Side 


Consumer  Tips  for 
Preventing  ID  Theft 

Despite  the  growing  sophistication  of 
identity  thieves,  there's  plenty  we  can  all 
do  to  either  prevent  it  or  limit  its  dam- 
age when  it  does  happen.  Specifically, 
Harmon  recommends  that  consumers: 

•  Use  a  crosscut  shredder  to  destroy 
anything  with  personal  information 
(even  junk  mail). 

•  Order  a  credit  report  at  least  once 
a  year.  A  free  annual  report  from 
TransUnion,  Experian  and  Equifax  is 
available  via  www.annualcreditreport.com. 
Order  one  every  four  months  from  a 
different  agency  to  monitor  your  credit 
status  continually. 

•  Never  carry  your  Social  Security 
card.  Remove  your  Social  Security 
Number  (SSN)  from  personal  checks 
and  your  driver's  license.  When  asked 
to  verify  your  SSN,  provide  only  the 
last  four  digits. 

•  Keep  your  wallet  contents  to  a  mini- 
mum. Store  copies  of  contents  in  a  safe 
place  so  you  know  the  credit  cards  you 
were  carrying  and  have  the  telephone 
numbers  to  call  in  case  of  loss. 

•  Invest  in  a  locking  mailbox.  Don't  leave 
outgoing  mail  in  your  mailbox. 

•  Never  sign  the  back  of  your  credit 
cards.  Instead,  write  "ask  for  ID."  At 
checkout,  hand  over  your  card  face  down 
to  prevent  it  being  photographed  by  a 
camera  phone. 

•  Pay  close  attention  to  credit  card  billing 
cycles  and  statement  charges.  Keep 
receipts  and  reconcile  your  statements. 
Verify  transactions,  balances  and  payment 
due  date  via  online  access  to  your  state- 
ments. Opt  out  of  preapproved  credit  card 
offers  at  1  888  50PT  OUT. 

•  Do  not  throw  away  your  hotel  elec- 


tronic room  key  or  leave  it  in  the  root] 
after  checkout.  This  card  contains  you 
personal  and  credit  card  information 
Shred  it  when  you  return  home.  If  yoi 
must  return  the  key,  bring  it  to  th 
front  desk. 

Corporate  Tips  for 
Preventing  ID  Theft 

Businesses  can  also  take  action  to  reduc 
identity  theft  risk,  Harmon  points  oui 
Here  are  some  suggestions: 

•  Create  comprehensive  data  privacy  an 
security  programs  and  assign  responsibilic 
for  managing  them. 

•  Increase  firewall  security  and  data  gov 
ernance. 

•  Shred  ah  sensitive  documents  an 
properly  scrub  and  dispose  of  all  usei 
electronic  devices,  including  all  comput 
ers,  PDAs  and  other  data  storage  media. 

•  Educate  associates  about  protectin 
client  information  and  securing  thei 
worksite  (locking  laptops,  drawers,  keep 
ing  confidential  information  und« 
wraps  and  so  forth). 

•  Conduct  background  and  crimini 
checks  on  prospective  employees. 

•  Restrict  personal  information  to  oh 
those  associates  that  need  to  know. 

•  Closely  manage  and  monitor  the  actr\| 
ities  of  anyone  with  access  to  confidentii 
customer  information. 

•  Properly  authenticate  all  customers  H 
determine  whether  they  have  a  right  t 
access  individual  records. 

"Although  there's  no  surefire  way  II 
prevent  ID  theft,"  notes  Nationwide 
Harmon,  "being  proactive  by  careful 
protecting  and  monitoring  informatio 
is  one  of  the  smartest  steps  to  mitigai 
future  damage." 


Written  by  aimpublications  LLC  (www.aimpublications.com),  provider  of  editorial  and 
analytic  consulting  focused  on  technology  and  business  issues  and  trends. 
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AK 

•  Anchorage  52 

Bremerton 

THE  200  LARGEST 


5V*i  Seattle  101  >P«*aneiu 
■^(•Tacoma  80  WA 

•  Yakima  195 


METRO  AREAS 


MT 


Portland  20  • 

/      •  Salem  119 

r      •  Eugene  82  OR 


ND 


SD 


ID 

★  Boise  4 


WY 


Ogden  33 • 
Salt  Lake  City  89  • 


Santa  Rosa  182 
Sacramento  117  \ 
Vallejo  1 80 
Oakland  160  . 
San  Francisco  167 
San  Jose  166 
Santa  Cruz  188 
Salinas  190 


NV 


•  Reno  121 


#  Stockton  196 
•  Modesto  194 
•  Merced  189 
«  Fresno  1 77 
CA    •visalia  191 


•  Provo27 


UT 


Fort  Collins  16  • 

Boulder  26  • 

•  Denver  50 

CO 

Colorado  Springs  35  • 


•  Las  Vegas  1 57 


•  Bakersfield  185 


Albuquerque  1  * 


HI 

Honolulu  103  • 


200 


Santa  Barbara  H  2  •   Oxnard  95 

Los  Angeles"  47  •     •  Overside  1 33  ,  AZ 
Santa  Ans^^  Phoenix  6* 

SanuVgo61£  J 


NM 


Amaril|o125« 


Lubbock  1 23 1 


Tucson  77 


>  El  Paso  155 


TX 


Largest  Metro  Areas 


Looking  to  relocate  a  business  or  start  a  career?  Tough  assignment,  given  that  no  one 
state  earned  more  than  two  spots  in  the  top  20  of  the  200  biggest  metro  areas 
(populations  over  231,000).  California  and  Florida  have  a  lot  to  offer,  but  not  low 
business  costs.  For  a  closer  look  at  the  best  and  worst,  check  out  the  six  tables  below. 


BUSINESS  COSTS 

LIVING  COSTS 

Index  of  labor,  energy,  office  space  and  tax  costs  1 

Index  measures  all  household  expenditures 

RANK 

LOCATION 

■ 

RANK 

LOCATION 

1 

Albuquerque,  NM 

75.9 

1 

Fort  Smith,  AR 

78.1 

2 

Lexington,  KY 

83.5 

2 

Fort  Wayne,  IN 

78.7 

3 

Hickory,  NC 

84.1  1 

2 

Binghamton,  NY 

78.7 

4 

Oklahoma  City,  OK 

South  Bend,  IN 

79.4 

U.S.  AVERAGE 

100.0 

U.S.  AVERAGE 

100.0 

196 

Los  Angeles,  CA 

130.3 

196 

New  York,  NY 

138.4 

197 

New  York,  NY 

132.1 

197 

Santa  Ana,  CA 

140.8 

~T98_ 

San  Diego,  CA 

133.5 

198 

San  Jose,  CA 

144.1 

199 

Cambridge,  MA 

134.1 

199 

Santa  Cruz,  CA 

144.4 

200 

Boston,  MA 

140.2 

200 

San  Francisco,  CA 

148.6 

CRIME  RATE 

Crimes  per  100,000  residents 

RANK  LOCATION 

1       Rockingham  County,  NH  1,918 

2       Long  Island,  NY 

1,929 

3       Poughkeepsie,  NY 

2,047 

4       Edison,  NJ  2,076 

5       Cambridge,  MA  2,148 

U.S.  AVERAGE 

4,180 

196     Modesto,  CA 

6,643 

197      Miami,  FL 

6,705 

198     Corpus  Christi,  TX 

6,829 

199      Memphis,  TN 

6,961 

200     Tucson,  AZ 

7,576 
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Duluth  142  ^X' 


Wl 

•  Mmneapolis-St.  Paul  71 


•  Green  Bay  106 


Ml 


Grand  Rapids  168 
Lansing  178 
Flint  199 

>Warren  131 

Detroit  197 
jAnn  Arbor  86 

Kalamazoo  183 


Madison  31  • 

C    Milwaukee  124 


Jar  Rapids  64  • 
IA 


Rockford  192 


Holland  148 
Lake  County  42  I 


.Des  Moines  11 


Davenport  1 46 
Peoria  1 56  • 


Chicago  100« 


Rochester  53 


NY 


VT 


•  •  Utica169 

•Buffalo  104     •Syracuse  49 
Erie  179  Albany  18»  MA 

•      Binghamton  149_«        Springfield  132  a 


NH  • 

•t 

•  •* 


Gary  1 72w  J 

South  Bend  140 
IN 

Indianapolis  10  * 


Poughkeepsie  19 
Scranton  128«  • 
•  Youngstown  198 


*• 
•  • 

s«NJ 


Kansas  City  68  w 
St.  Louis  47  • 
MO 


T—yoledo  193  cleve,and 
►  :  Fort  Wayne  1$0  ^ 

Akron  1 51"  •canton  1~86  PA 
OH      Pittsburgh^  •    Harrisburg  75# 

•r,     •C°'umbus1M  York162« 

•Dayton  152  Hag<?rstowir69«      W"  o^* — ' 

„  ,  ,  ,  Baltimore  37^.,  .. 
Bethesda  39  •  w  Atlantic 


CT 


Rl 


KY 


•  Springfield  54 

*  Fayetteville  9 
Fort  Smith  85  A.R 

le  Rock  22  • 


Lexington  21 

Roanoke  165» 


»L       (  .^Cincinnati  81  i  yvv 

Evansyif,i139A  ^^^mcJm^^^^  ^ 
!    *Lexington  21  VA 

^         •Richmond  41 

Lynchburg  109~"vs\>  ^ 

•  Virginia  Beach  48 
Kingsport113« /,-    „~XJfeensboro  78  ~t 
v„     ii  CJ.  Wl"5ton-Salem  62 •  #    ★Durham  8 
KnoxvilleS*  Hickory  163#  Nr  *.  ,  .  ,  ,  fc"Tr*^ 

Asheville  24r»    *         ,  NC  *  Raleigh  2 
•  Chattanooga  144  »Charlotte29 

•  W,nh„rn1iM#FayetteVill?.WI/ 


Clarksville  107  • 
Nashville  7  ★ 

TN 

^Memphis  98_   

Huntsville  14 


Shreveport  135  \ 


LA 


JacksQ>87* 


Birmingham  110  • 
MS 

AL 

Montgomery  88 


Greenville  141*  Spartanburg  184 

Atlanta  15     SC  #  Columbia9K3'Wilmingt0n  36 
•  • 

Augusta  159 

6A  <^tharleston  56 

•  Columbus  181 


Mobile  187 
Baton  Rouge  134^  Gulfport200  • 

n  2  •        ^mkf'  ,"~Pensacola  93" 

J        Lafayette  173    V*  Orleans  127 
Mmont175 


♦"Savannah  99 
-  Tallahassee 

•  Jacksonville  116 


jainesville-72  • 
0cala154« 

Lakeland  137* 


•  Deltona  136 

•  CJtando  74 


Tampa-St.  Petersburg  102  '-• 
Sarasota  105  • 
Cape  Coral  129%; 

Naples  li& 


^   QPa\m  Bay  92 

•  Port  St.  Lucie  164 
»  West  Palm  Beach  111 

•  Fort  Lauderdale  84 

•  Miami  158 


•  1-10 

•  11-50 

•  51-100 

•  101-150 

•  151-200 


ME 

Portland  45 
^Manchester  44 
Rockingham  County  12 

 Essex  County  126 

"        Cambridge  90 
Boston  94 
Worcester  66 

Providence  46 

Hartford  63 
—  New  Haven  32 

Norwich  57 


"55  York  118  f^ffi™ 
Newark  67       Long  Island  59 

Reading  170 
Edison  30 
Mercer  County  23 

Allentown  79 
Camden  38 
Philadelphia  70 
Wilmington  115 
Lancaster  1 30 


COLLEGE  DEGREES 

Population  over  age  25  with  bachelor's  degree 
RANK  LOCATION 

1  Boulder,  CO  5; 

2  Bethesda,  MD  4! 

3  Ann  Arbor,  Ml  A', 
bridge,  MA 


U.S.  AVERAGE 


196      Hickory,  NC 


197      Fort  Smith,  AR 


198  McAllen.TX 


199     Visalia,  CA 


23.1 


13.6 


13.1 


13.0 


11.5 


200      Merced,  CA 


10.8 


INCOME 

5-year  annualized  growth  rate 
RANK  LOCATION 

1 

Oklahoma  City,  OK 

5.3% 

2 

Tulsa,  OK 

5.1 

Merced,  CA 

4.6 

Fayetteville,  NC 

4.5 

U.S.  AVERAGE 

1.6 

196 

Lansing,  Ml 

-1.8 

197 

San  Jose,  CA 

-2.3 

198 

Holland,  Ml 

-2.5 

199 

Warren,  Ml 

-2.6 

200 

Flint,  Ml 

-2.6 

JOBS 

5-year  annualized  growth  rate 
RANK  LOCATION 

1 

Cape  Coral,  FL 

5.6% 

2 

Naples,  FL 

5.2 

Port  St.  Lucie,  FL 

4.6 

Las  Vegas,  NV 

4.5 

McAllen,TX 

4.4 

U.S.  AVERAGE 

0.7 

196 

Detroit,  Ml 

-2.1 

197 

San  Francisco,  CA 

-2.7 

198 

New  Orleans,  LA 

-2.7 

199 

Hickory,  NC 

-2.8 

200 

San  Jose,  CA 

-3.6 

•ources:  Moody's  Economy.com;  Sperling's  BestPlaces. 
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Drugstore  Cowboy 


WALGREEN  (42,  WAG),  the  U.S.'  largest  drug  retail  chain  by  revenue 
(CVS  is  ahead  in  number  of  stores),  sits  jauntily  on  its  lofty  perch. 
It  is  one  of  the  great  growth  stories  of  the  postwar  era. 

But  competition  from  Wal-Mart  and  supermarkets  is  heating 
up.  Blessed  with  $  1  billion  in  cash,  the  chain  has  ambitious  plans 
to  add  (by  2010)  1,800  outlets  to  the  5,200  it  has  today.  Mean- 
while, mail-order  prescription  services  are  eating  into  its  sales 
growth.  Walgreen's  answer  is  to  start  its  own  version.  The  new 
Medicare  prescription  drug  plan  may  cut  retail  margins, 
but  Walgreen  offsets  that  by  snagging  the  contract  to  sell 
Medicare  prescriptions  to  managed-care  giant  United- 
Health Groups  plan. 

At  a  glance,  everything  looks  as  bright  as  one  of  Wal- 
greens all-night  stores.  For  the  fiscal  first  half,  ended  Feb. 
28,  earnings  rose  6%  to  $869  million  on  $23  billion  in 
sales.  But  that's  compared  with  a  19%  increase  for  the  year-earlier 
period.  Same-store  sales  growth  is  off:  In  March  it  rose  4.3%  ver- 
sus 11.6%  in  March  2005. 

Money  manager  Joseph  Parnes  expects  the  pharmacy  price 
wars  to  take  a  long-term  toll  on  Walgreen  despite  the  company's 
cheery  attempts  to  blame  March's  faltering  sales  on  a  late  Easter. 


Walgreen  is  opening  many  new  stores  at  prime  locations. 


Parnes  adds  that  rising  oil  prices  will  curb  consumer  spending 
and  expects  the  recent  Bausch  &  Lomb  eyewash  recall  will  hurt 
Walgreen,  as  well  as  others.  Walgreen  trades  at  27  times  trailing 
earnings,  compared  with  24  for  peers.  We  say  short  the  stock. 

— Tatiana  Serafin 


Stock  price 


Solid  Foundation 

Home  construction  might  be  flagging, 
but  industrial  construction — office  buildings, 
schools,  airports,  bridges— is  poised  for 
growth.  Municipal  authorities  issued 
$406  billion  in  bonds  last  year,  half  of  it 
earmarked  to  finance 
construction,  according 
to  Thomson  Financial. 
Reed  Construction  Data 
says  that  construction 
starts,  excluding  hous- 
ing, increased  10.2%  in 
the  first  three  months  of 
2006.  Nonresidential 
construction  is  expected  to  grow  11%  this 
year,  says  Reed. 

That's  all  good  news  for  COMMERCIAL 
METALS  (54,  CMC),  which  operates  small 
steel  mills,  mostly  in  the  South, 
that  make  the  rebar  needed  in  concrete. 
Commercial  just  reported  the  second- 
best  quarter  in  its  history,  ended  Feb. 
28.  For  the  fiscal  year's  first  half, 
earnings  rose  15%  to  $150  million  on 


$3.3  billion  in  revenue. 

While  the  stock  price  has  doubled 
over  the  past  year  (it  will  split  2-for-l  in 
late  May),  Longbow  Research's  David  S. 
MacGregor  likes  that  the  company  is 
active  in  the  growing  South  and  that  it 
operates  both  a  recycling  business  and  a 
global  distribution  operation  that  can  off- 
set downturns  in  domestic  steel  demand. 
At  1 1  times  earnings  the  stock  is  cheaper 
than  its  peers'  average  of  13.6. 

— David  Armstrong 

Thick-Skinned 

Disappointment  can  come  fast  and  hard 
in  the  pharma  industry.  A  year  ago 
CONNETICS  (15,  CNCT)  was  looking  pretty. 
Its  acne  drug  Velac  seemed  a  sure  thing 
for  federal  approval  following  positive 
Phase  III  data.  But  tumor  cells  later  were 
detected  on  the  test  mice.  The  Food  & 
Drug  Administration  withheld  approval. 
Stock  in  the  $184  million  (fiscal  2005 
sales)  company  has  since  tumbled  a 
painful  46%. 


Well,  Connetics'  blighted  complex- 
ion is  about  to  clear  up.  Rafael  Tamargo, 
portfolio  manager  at  Kalmar  Invest- 
ments, notes  that  the  pharma  firm  has 
several  promising  drugs  in  the  pipeline, 
including  a  treatment  for  psoriasis. 
The  company  also  has 
improved  drug  applica- 
tion methods,  such  as  a 
foaming  mousse  in  its 
Desilux  and  Primolux 
drugs  to  add  a  moistur- 
izing benefit  to  irri- 
tated skin. 

Finally,  Connetics  should  begin 
receiving  royalties  later  this  year  from 
Pfizer,  which  will  be  using  its  foam 
application  in  big-selling  Rogaine  bald- 
ness treatment. 

Earnings  for  fiscal  2005  were  up  80% 
to  $34  million  and  for  the  December 
quarter  up  152%  to  $15  million.  Con- 
netics' price/earnings  multiple  of  17  is 
lower  than  the  pharma  industry's  25. 

— Susan  Kitchens 
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Fabulous  destinations. 
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Yes,  But  I  James  Grant 


SELLING  DOLLARS 


WE  ALL  LIKE  MONEY,  BUT  NOT  ALL  OF  US  LIKE 
the  U.S.  dollar.  Understandably  so.  There  are  too 
many  dollars  in  circulation.  If  there  weren't,  why 
would  the  worlds  central  banks  feel  obliged  to 
keep  scooping  up  the  excess?  Dollar-denomi- 
nated assets  held  by  non-US.  central  banks  top  $1  trillion. 

Maybe  you — Republican,  Democrat  or  neither — share  some 
of  these  doubts.  Youd  like  to  hedge  your  monetary  bets.  What  are 
your  options?  One  course  of  action  is  to  open  a  bank  account  in 
euros,  yen,  Swiss  francs  or  another  foreign  currency.  But  this  is 
not  easy  to  do.  Apply  to  one  of  the  presumably  cosmopolitan 
New  York  banks  and  most  will  tell  you  it's  not  on  the  menu. 

It  is,  however,  on  EverBank's.  EverBank,  of  Jacksonville,  Fla., 
does  a  brisk  business  in  foreign  exchange.  It  claims  $900  million  in 
nondollar  deposits,  including  no  less  than  $50  million  in  the  Ice- 
landic krona  (whose  15  minutes  of  monetary  fame  appears  to  be 
ending  amid  concerns  that  Iceland's  economy  is  overheating).  You, 
the  EverBank  depositor,  can  choose  among  certificates  of  deposit 
in  15  currencies  and  deposit  accounts  in  18.  Specialty  CDs  are  also 
available,  including  an  "Asian  Advantage  CD,"  backed  by  the  New 
Zealand  dollar  (40%)  and  the  Japanese  yen,  Singapore  dollar  and 
Thai  baht  (20%  each).  EverBank,  which  does  most  of  its  business 
online  or  over  the  telephone,  appeals  to  the  individual  depositor. 
Average  account  size  is  $40,000  to  $50,000. 

If  euros  are  your  idea  of  a  store  of  value,  you  can  buy  them  on 
the  New  York  Stock  Exchange.  The  Euro  Currency  Trust  (125, 
FXE),  a  creation  of  Rydex  Investments,  was  listed  in  December  as 
an  exchange-traded  fund.  Each  share  is  backed  by  100  euros.  Net 
asset  value  fluctuates  with  the  euro-dollar  exchange  rate  as  well  as 
with  the  interplay  between  interest  earned  and  fees  paid.  Since 
launch,  it's  up  4.3%.  "The  shares  are  intended  to  provide  institu- 
tional and  retail  investors  with  a  simple,  cost-effective  means  of 
gaining  investment  benefits  similar  to  those  of  holding  euros," 
says  the  prospectus.  At  last  report  this  ETF  had  $574  million 
worth  of  shares  outstanding,  but  there  is  no  fixed  quantity;  shares 
are  manufactured  to  meet  demand. 

A  pair  of  principal-protected  Asian  currency  notes, 
issued  and  administered  by  Citigroup,  trade  on  the  Ameri- 


can Stock  Exchange.  Behind  the  notes  is  an  equal  conflation  of 
the  South  Korean  won,  Thai  baht,  Indian  rupee,  Taiwanese  dollar 
and  Australian  dollar.  The  first  note,  Citigroup  Global  Markets 
Holdings  (9.60,  CAQ),  matures  on  Apr.  28,  2008.  The  second, 
Citigroup  Funding  (9.65,  CZJ),  falls  due  on  June  30,  2008,  butj 
instead  of  the  Aussie  dollar,  it  holds  the  Singapore  dollar. 
Investors  earn  nothing  prior  to  maturity.  At  maturity  they  earn 
the  appreciation  (if  any)  of  the  five  relevant  exchange  rates,  plus 
the  $10  guaranteed  principal.  If  it's  the  U.S.  dollar  that  has  appre- 
ciated against  the  Asian  currencies,  they  receive  only  the  $10. 
Note  each  stock  currently  trades  at  a  discount  to  underlying 
value  (in  each  case,  average  daily  volume  is 
less  than  10,000  shares). 

For  the  U.S.  dollar  bear  with  convic- 
tions so  deeply  held  that  only  a  leveraged 
bet  will  do,  Rydex  offers  a  Weakening  Dol- 
lar fund  (or  funds,  as  there  are 
three  subspecies,  the  differ- 
ences having  to  do  with  loads 
and  fees).  The  object  of  the 
fund  is  to  produce  200%  of  the 
daily  movement  in  the  dollar 
against  a  basket  of  six  curren- 
cies. Impartially,  Rydex  also 
offers  a  Strengthening  Dollar 
fund,  a  mirror  image  of  the 
other.  Neither  type  is  a  run- 
away bestseller,  with  combined 
assets  of  $63  million  (all  but  $8 
million  in  the  sell-the-dollar 
option).  No-load  ProFunds' 
Falling  U.S.  Dollar  and  Rising  U.S.  Dollar  funds  aim  to  deliver 
the  same  exposure  but  without  the  leverage.  Their  combined 
assets  are  $80  million.  Of  these,  the  worst  performer  is  the 
bullish  Rydex  fund,  down  6.7%  this  year;  the  best,  the  bearish 
Rydex  fund,  is  up  7.8%. 

Franklin  Templeton  offers  a  Hard  Currency  fund,  with 
"hard"  meaning,  according  to  the  prospectus,  "currencies  in 
which  investors  have  confidence  and  are  typically  currencies  of 
economically  and  politically  stable  industrialized  countries."  But 
wait  a  minute:  The  U.S.  is  economically  and  politically  stable.  At 
the  moment.  Anyway,  the  dollars  of  Canada,  Australia  and  Singa- 
pore are  the  fund's  idea  of  hard — those  plus  the  euro  and  the 
Swedish  krona.  Franklin  Templeton  levies  a  2.25%  sales  charge 
on  investments  of  less  than  $100,000  as  well  as  a  management  fee 
(the  portfolio  is  actively  managed)  of  1.2%  a  year.  Assets  foot  to 
$205  million,  a  speck  hardly  detectable  in  the  $465  billion 
Franklin  Templeton  universe.  It  has  returned  5.6%  this  year. 

The  assets  of  the  currency  diversification  options  just  enu- 
merated could  fit  in  the  corner  of  your  eye.  That's  another  sign 
that  the  dollar  bear  market  has  much  further  to  run.  F 


Hedge  your 
bets  on  the  U.S. 
economy  with 
a  bet  against 
its  iffy  currency 
via  a  new  ETF, 
funds  and  f orex 
deposits. 
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James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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Protected  the  business 
with  an  emergency 
preparedness  plan 


With  ready.gov,  the  business  you've  worked  so  hard  to  build  can  be  as  prepared  as  possible 
should  a  disaster  strike.  Download  free,  easy-to-use  checklists,  templates  and  other  resources 
to  help  you  develop  an  affordable  plan.  Protect  your  life's  work — start  or  update  your  plan  today. 


Becoming  a  success  is  hard  work.  Protecting  it  isn't.  WWW.ready.gov 


Absolute  Return  Lisa  W.  Hess 


SECURITIZING 
GOES  PUBLIC 


RECENTLY  A  MONEY  MANAGER  COLLARED  ME,  TO 
talk  about  the  remarkable  investment  she  had 
bought.  The  security,  with  a  three-year  maturity  and 
an  A  credit  rating,  paid  the  three-month  London 
Interbank  Offered  Rate  plus  a  percentage  point,  for  a 
not-bad  yield  of  6.1%.  This  asset-backed  bond  was  called  Rosy 
Blue  Carat.  Huh?  Then  my  friend  told  me  it  was  collateralized  by 
diamonds.  I  chortled. 

Diamonds  may  be  a  girl's  best  friend,  but  they  are  pretty 
obscure  in  the  investment  realm.  When  Wall  Street  people  think 
of  precious  materials  with  mainly  decorative  uses,  they  think  of 
gold,  for  which  a  well-established  futures  market  exists.  Still, 
maybe  I  shouldn't  have  laughed  at  a  diamond-backed  bond.  Giv- 
ing this  concept  a  second  look,  I  realized  that  it  is  a  pretty  good 
idea.  It  has  a  floating  rate — good  when  interest  rates  are  headed 
up— is  cheap  compared  with  other  single  A-rated  bonds  and  has 
rock-solid  (pun  intended)  collateral  unless  the  diamond  market 
collapses,  which  is  very  unlikely. 

Why  not  package  diamonds  into  securities?  Everything  else  is 
being  securitized.  Mortgages,  credit  cards,  loans  to  leveraged 
buyout  funds,  airplanes,  forests,  even  guitars.  The  securitization 
upsurge  is  healthy  for  both  issuers  and  investors,  lightening  cor- 
porate borrowing  costs,  thereby  aiding  earnings  and  stock  prices. 

This  is  an  evolutionary  advance.  Historically,  the  first  stage  in 
the  development  of  markets  is  equity  fundraising  for  companies. 
Next,  debt  markets  appear,  and  leverage  increases  company  val- 
uations. Emerging  markets  are  in  the  second  stage  today.  In  the 
developed  world,  we  are  entering  a  third  stage:  structured 
finance,  where  assets  on  a  balance  sheet  are  carved  up  into  vari- 
ous slices,  with  each  slice  appealing  to  an  investor  with  a  different 
risk  appetite.  So  the  collateralized  debt  obligation  (CDO),  which  is 
backed  by  a  collection  of  bonds,  the  collateralized  loan  obligation 
backed  by  bank  loans  and  the  collateralized  mortgage  obligation 
are  hot  on  Wall  Street  these  days.  There  are  even  CDOs  backed 
by  credit  derivatives — synthetic  CDOs  that  insure  against 


defaults— and  CDOs  of  CDOs,  called  CDOs  squared.  At  $250  bil- 
lion, according  to  the  Bond  Market  Association,  CDO  issuance  in 
2005  was  larger  than  junk  bond  issuance. 

For  issuers,  often  securities  firms  or  large  institutions,  the 
attraction  of  CDOs  is  that  they  get  management  fees  to  run  the 
portfolios,  plus  they  lock  in  permanent  financing.  The  attraction 
for  investors:  CDOs  typically  pay  higher  yields  than  equivalently 
rated  corporate  bonds  because  their  exotic  nature  perplexes  even 
sophisticated  institutional  investors. 

Paradoxically,  CDOs  often  carry  less  risk.  With  a  traditional 
investment-grade  bond  portfolio,  investors  assume  that,  while 
losses  may  occur  frequently,  those  losses  will  be  relatively  small; 
in  other  words,  defaults  or  credit  downgrades  may  occasionally 
hurt  a  few  of  the  bonds'  prices.  With  CDOs,  the  economics  are 
the  reverse.  Losses  will  occur  only  rarely,  but  when  they  do  they 
will  be  very,  very  large.  That's  because  CDOs  usually  are  com- 
posed of  an  array  of  bonds  with  differing  credit  ratings,  protected 
by  varying  levels  of  subordination.  Defaults  are  absorbed  by  the 
lowest-rated  slices  first;  by  the  time  the  investment-grade 

tranches  experience  a  loss, 
defaults  would  be  mammoth. 

The  new  playground  at  first 
was  open  only  to  the  big  boys. 
CDOs  cost  hundreds  of  millions 
to  buy.  Fortunately,  retail  prod- 
ucts are  becoming  available, 
which  let  individual  investors 
benefit  from  these  innovations. 

Alas,  not  all  are  wonderful. 
Kohlberg  Kravis  Roberts,  the 
celebrated  buyout  firm,  took 
KKR  Financial  public  last  June. 
This  is  a  glorified  real  estate 
investment  trust,  holding  $8.8 
billion  of  adjustable-rate  mortgages  and  commercial  loans  pack- 
aged into  CDOs.  The  copious  dividend  yield  of  7.1%  is  sucker 
bait,  though,  and  doesn't  offset  KKR's  bad  timing.  The  end  of  the 
housing  boom  has  made  it  a  lackluster  investment.  The  stock 
went  public  at  $24  and  now  trades  at  $22.  At  a  price/earnings 
multiple  of  25,  that's  pretty  expensive  for  a  leveraged  bond  fund. 

A  better  choice  is  Capital  Trust  (31,  CT),  at  1 1  times  earnings. 
Capital,  whose  chairman  is  the  hard-charging  Samuel  Zell,  uses 
the  same  REIT  structure  as  KKR,  but  it  lends  to  commercial  real 
estate,  which  is  still  going  strong.  In  this  arena,  traditionally  dom- 
inated by  banks,  Capital  makes  loans,  securitizes  them  in  a  CDO 
and  sells  them  to  institutional  investors. 

Expect  two  new  public  offerings  in  the  next  few  months: 
Highland  Financial  (commercial  credit);  and  one  from  Crystal 
River  (run  by  Lewis  Ranieri,  father  of  the  mortgage-backed  secu- 
rity) and  Brascan  (commercial  real  estate — from  Canada's  bril- 
liant Brookfield  Asset  Management).  Worth  a  hard  look.  F 


CDOs,  those 
exotic  things 
reserved  for 
the  big  boys, 
now  can  be 
bought  by 
retail  investors 
as  stock. 
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Fixed-Income  Watch  i  Richard  Lehmann 


RISING  RATE 
STRATEGIES 


WHILE  THE  FEDERAL  RESERVE  HAS  SIGNALED 
that  it  likely  will  stop  tightening  soon,  new  Fed 
Chairman  Ben  S.  Bernanke  does  not  want  to  be 
seen  as  soft  on  the  war  against  inflation.  So  there's 
no  solid  assurance  the  Fed  will  be  done  if  it  raises 
the  short-term  rate  another  quarter-point,  to  5%,  at  its  May  10  meet- 
ing. Besides,  long-term  rates  today  don't  depend  on  Fed  policy.  When 
foreign  holders  of  U.S.  debt  dump  even  a  small  portion  of  their  Trea- 
surys,  bond  and  mortgage  rates  rise.  Low  rates  in  Europe  used  to 
help  keep  our  rates  down.  Now  Britain  and  the  European  Union 
are  moving  rates  up,  making  their  debt  more  attractive. 

How  do  you,  as  a  fixed-income  investor,  protect  yourself?  You 
can  park  money  in  those  old  standbys:  money  market  funds  or  cer- 
tificates of  deposit.  With  todays  flat  yield  curve,  you  don't  give  up 
a  lot  by  shifting  into  them.  They  yield  around  4.7%,  pretty  much 
tracking  the  federal  funds  rate.  Just  the  same,  you  surely  can  do 
better  than  this. 

The  best-known  options  for  protecting  against  inflation-driven 
rate  increases  are  Treasury  Inflation  Protected  Securities  (TIPS).  Right 
now  they  aren't  such  a  good  idea,  although  that  may  change  if  infla- 
tion cooks  up.  TIPS  pay  you  a  cash  yield,  now  2.5%  for  a  ten-year 
bond,  and  an  inflation  adjustment  to  the  principal,  which  is  payable 
at  maturity.  With  the  core  (that  is,  not  including  energy)  Consumer 
Price  Index  running  at  an  annual  2%  clip,  you'd  fare  better  with  an 
unprotected  ten-year  Treasury,  yielding  5.1%.  In  other  words 
inflation  would  need  to  be  running  at  2.6%  for  TIPS  to  make  sense. 
That  could  well  happen,  but  it  hasn't  quite  yet. 

One  good  thing  about  TIPS  is  that  principal  can  only  be 
pegged  up,  but  not  down,  so  you  are  protected  against  defla- 
tion. One  additional  bad  thing  here  is  the  tax  treatment  of  the 
TIPS  principal  adjustment.  You  are  taxed  on  that  each  year,  at 
regular  rates  up  to  35%,  the  same  as  you  are  on  the  cash  inter- 
est payouts,  even  though  you  don't  get  your  hands 
on  it  until  you  redeem  or  sell  the  bond.  If  you  don't 
have  spare  cash  on  hand  to  pay  tax  on  paper  gains, 


buy  TIPS  for  your  tax-sheltered  account. 

With  Treasurys,  as  with  all  bonds,  capital  gains  coming  from 
so-called  market  discounts  are  taxed,  when  you  sell  or  redeem,  at 
ordinary  rates  of  up  to  35%.  Capital  gains  due  to  falling  rates  are 
taxed  at  a  maximum  15%.  Thus,  if  you  buy  a  bond  at  $900  and  re- 
deem it  at  $1,000,  the  $100  is  considered  ordinary  income.  If  you 
buy  at  $1,000  and  sell  more  than  a  year  later  at  $1,100,  the  $100  is 
a  favorably  taxed  capital  gain. 

A  better  alternative,  and  one  implicitly  backed  by  the  federal 
government,  is  a  perpetual  preferred  offered  by  home  mortgage 
provider  Freddie  Mac  (38,  FRE  L),  with  an  AA-  credit  score.  This 
security's  payout  is  tied  to  a  five-year  Treasury  yield  index  and  is 
reset  only  once  every  five  years.  Gains  here  are  never  treated  as  "mar- 
ket discounts"  deserving  of  the  punitive  tax  rate. 

Although  the  current  pay  rate  on  the  Freddie  is  3.6%,  the  issue 
is  trading  at  a  discount  to  its  $50  par  value  and  yields  4.7%.  Since 
the  five-year  Treasury  yields  5%,  you  may  ask  why  you  should  bother 
with  this  preferred.  Answer:  Because  the  closer  we  get  to  the  year- 
end  2009  reset  date,  the  more  the  issue's  price  should  migrate  up 

in  anticipation  of  the  reset.  Let's 
say  it  hits  par  value:  You  gain  $  1 2, 
or  31%.  This  is  a  long-term  cap- 
ital gain,  taxed  at  a  wonderfully 
low  15%.  The  favorable  tax  rate 
expires  in  2008,  and  we  hope  it 
will  be  renewed.  Regardless,  odds 
are  cap  gains  will  continue  to  be 
taxed  somewhere  south  of  regu- 
lar income.  Meanwhile,  this  j 
preferred  dividend  payout,  as 
opposed  to  bond  interest,  is  taxed 
at  only  15%,  too. 

Should  you  want  more  fre- 
quent resets,  look  at  the  Freddie 
Mac  (45,  FRE  N),  a  perpetual  preferred  tied  to  the  one-year  London 
Interbank  Offered  Rate  (Libor)  minus  0.2  percentage  points.  Reset 
yearly  on  Apr.  1,  the  issue  yields  a  5.7%  dividend  taxed  at  15%.  It 
trades  at  a  $5  discount  to  par  and  also  carries  an  AA-  credit  rat- 
ing. Given  the  influence  of  foreign  buyers  on  our  markets,  debt 
securities  tied  to  an  international  index  like  Libor  are  using  a  bet- 
ter measure  than  U.S.  historical  rates  or  inflation. 

If  you  are  willing  to  assume  a  little  more  risk,  look  at  SLM  Corp. 
(102,  SLM  B),  a  preferred  from  the  student  loan  people  known  as 
Sallie  Mae.  Rated  BBB+,  this  security  is  linked  to  the  three-month 
Libor  plus  0.7  points.  The  payout  is  reset  every  three  months  and, 
at  a  price  of  102,  yields  5.6%.  Once  again,  income  is  taxed  at  15%. 

Two  perpetual  preferreds  are  among  my  favorites:  Goldman  Sachs' 
(25,  GS  A)  and  (26,  GS  C).  Both  sporting  5.47%  coupons,  they  adjust 
quarterly  to  the  three-month  Libor  plus  0.75  points  and  have  a  min- 
imum interest  rate  of  3.25%  and  4%,  respectively.  They  are  rated  A- 
and  at  current  prices  yield  5.3%  and  5.2%.  Next  reset  is  June  1.  F 


Interest  rates 
are  headed 
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can  shield 
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buying 
adjustable 
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Visit  www.vankampen.com/shine  or  call  1-800-421-9098  and 
see  what  Van  Kampen  can  do  for  every  investor's  portfolio. 
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Mexican  Invasion 

Here  they  come,  streaming  across  the  border  in  unprecedented  numbers: 
premium  tequilas  |  By  Tatiana  Serafin 


AS  tequila!"  shouts 
rocker  Sammy  Hagar  to  a 
screaming  throng  of  400  at 
his  club  in  Cabo  San  Lucas, 
Mexico.  The  former  lead  singer  of  Van 
Halen  brandishes  a  blue  bottle  of  Cabo 
Wabo,  the  brand  he  manufactures,  and 
takes  a  theatrical  swig.  He  fills  a  fans  cup, 
pours  more  into  the  open  mouths  of 
audience  members,  then  tosses  the  bottle 
to  the  crowd. 

The  past  three  years  have  seen  at  least 


44  new  tequilas  hit  the  U.S.  market,  mak- 
ing Cabo  Wabo,  which  arrived  in  1999,  a 
pioneer.  Hagar,  58,  is  pulling  in  $12  mil- 
lion (sales  to  distributor)  for  his  foresight. 

"Everybody  is  jumping  on  the  tequila 
bandwagon  because  they  think  they  can 
make  millions,"  says  Julio  Bermejo,  bever- 


age director  at  two  tequila  bars  in  San 
Francisco.  Players  include  liquor  giants 
like  Pernod  Ricard  and  Jose  Cuervo,  plus 
small  entrepreneurs  like  Hagar.  Private 
equity  investor  Gary  Shansby,  in  partner- 
ship with  a  U.S.  member  of  Mexico's 
tequila-making  Partida  family,  is  spending 
$20  million  to  launch  the  Partida  brand. 

Most  of  these  newcomers  see  a  chance 
to  do  for  tequila  what  the  late  Sidney  Frank 
did  for  Grey  Goose  vodka — spend  a  fortune 
on  marketing  and  try  to  make  it  up  with  a 
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ligh  price  (Cabo  is  $35-to-$60  a  bottle).  At 
f.B  million  cases  a  year  in  the  U.S.,  tequila 
i  well  behind  vodka  at  45.9  million  and  rum 
1 21.8  million,  but  it's  gaining  on  those  two 
ither  spirits.  Driven  in  part  by  the  influx  of 
Mexican  citizens  and  in  part  by  the  prolif- 
ration  of  $40-and-up  bottles,  tequila's  sales 
n  the  U.S.  increased  9.6%  last  year  to  $3.6 
million  in  retail  sales. 

To  be  sold  as  tequila  in  the  U.S.,  the 
>ooze  must  be  distilled  from  fermented 
iquid  that  is  at  least  51%  the  juice  of  the 
ilue  agave  plant  grown  in  the  southwest 
Mexican  state  of  Jalisco  (and  a  few  other 
reas).  In  Jalisco  a  sea  of  blue  agave  covers 
he  hills  for  as  far  as  the  eye  can  see.  Stalls 
long  the  dusty  road  into  the  town  of 
equila  peddle  dozens  of  local  microspir- 
:s,  but  farmers  sell  most  of  their  output  to 
ig  distillers.  It  takes  10  to  15  pounds  of 
gave  to  make  one  750ml  bottle  of  booze. 

Unlike  vodka,  which  can  be  made  in  a 
ay  anywhere  in  the  world,  tequila  has 
cquired  the  mystique  of  its  geography 
nd  its  two-and-a-half-century-old  tradi- 
ions.  Brown-Forman,  for  its  Don 
!duardo  brand,  promotes  the  fact  that 
)on  Eduardo  Orendain  was  a  real 
indowner  who  worked  his  own  agave 
elds.  The  only  producer  whose  market - 
ig  goes  against  the  tradition  grain  is 
auza,  which  stresses  technology.  Its  sci- 
ntists  are  researching  which  agave  genes 
npart  hardiness  to  the  plants,  the  aim 
'eing  to  produce  more  consistency  in  the 
iw  material.  "While  small  boutiques  may 
'ant  to  use  old  production  techniques,  we 
ave  to  operate  this  as  a  commercial  crop," 
lys  Andrew  Floor,  Sauza's  global  brand 
drector. 

Hagar  has  had  to  master  the  many 
uances  of  production.  Knowing  when  to 
arvest  the  agave's  heart — the  50-to-80- 
ound  mass  from  which  juices  are 
ktracted — is  an  art.  If  cut  down  too  soon, 
le  plant  will  make  an  overly  acidic 
equila;  if  too  late,  its  sugar  content  drops, 
p  close  a  ripe  agave  looks  like  a  man-size 
oe,  weighing  in  at  100  pounds.  Its  razor- 


Sammy  Hagar,  musician  and  burgeoning 
baron  of  tequila,  seated  on  an  agave  plant. 


sharp  leaves  can  maim,  and  workmen 
(called  jimadores)  who  cut  away  the  leaves 
to  get  at  the  heart  must  do  a  careful  dance. 
Whether  the  heart  is  brick-oven-baked  or 
pressure-cooked  in  stainless  steel  affects 
tequila's  flavor,  as  does  the  way  the  heart's 
juices  are  extracted — by  press  or  grinder. 


New  York  mixologist  Dale  DeGroff 
says  U.S.  drinkers  of  ten  years  ago  did  not 
savor  the  vegetal,  earthy  flavor  of  pre- 
mium tequila.  Rather,  they  preferred  the 
caramel  sweetness  of,  say,  Cuervo  Especial 
(a.k.a.  Cuervo  Gold).  Now,  says  DeGroff, 
drier  tequilas  are  the  ones  in  vogue.  It  is 
verboten  in  most  parts  of  the  world  for  a 
winemaker  to  add  cane  sugar  to  his  grape 
juice,  but  no  such  rule  applies  to  tequila. 
A  distiller  who  adds  caramel  (cooked 
sugar)  for  sweetness  or  coloring  need  not 
inform  customers  of  the  ingredient. 
Cuervo  adds  sugar  cane  and  caramel  col- 
oring to  its  bestselling  product. 

A  bianco  (or  white)  tequila  has  a 
cleaner  finish  than  one  aged  longer. 
Cider  tequila  takes  on  the  flavor  of  the 
casks  in  which  it's  aged — usually  old 
whiskey  barrels,  which  impart  a  hint  of 
vanilla.  It's  more  earthy  as  well.  Mexico 
City  restaurateur  Jaspar  Eyears  says  peo- 
ple who  like  whiskey  usually  prefer  older 
tequilas  for  this  reason— a  4-month-old 
reposado,  say,  or  a  16-to-18-month-old 
anejo.  Later  this  year  Hagar  will  intro- 
duce a  new  three-year  reserve,  tentatively 
titled  Golden  Eagle.  It  will  retail  for  at 
least  $125  a  bottle — too  pricey  to  be 
poured  down  fans'  throats.  F 


Hola,  Amigo!  

Producers  ranging  from  big  conglomerates  to  small  startups  have  been  pouring 
money  into  new  tequilas.  Below,  a  partial  sampling  of  premium  brands  introduced 
to  North  America  in  the  past  year. 

NEW  TEQUILA  PARENT  PRICE 


'Tentative  name;  to  be  introduced  later  this  year  in  limited  quantities.  Source:  Companies. 


SK  Distillers  $44^-$59 

Company  intends  to  roll  out  flavored  tequilas — raspberry,  lemon,  etc. 

Bacardi  $45-$65 
Triple-distilled  (most  tequilas  are  only  double-distilled).  Fruity,  slightly  spicy  in  flavor. 

Partida  $50-$60 
Very  earthy  and  herbaceous.  Producer  uses  steel  ovens  rather  than  the  traditional  brick. 

Pernod  Ricard  $50-$70 
After  the  agave  has  been  pulped,  not  only  the  juice  but  also  the  fibers  are  distilled.  Vegetal  flavor. 

Cabo  Wabo  Enterprises  $125 
Aged  in  oak  barrels  for  three  years  (two  more  than  most  anejos).  Earthy,  with  hint  of  vanilla. 
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Ease  up  there,  pardner,  before  you  buy  that  Remington 
some  varmint  is  trying  to  hornswoggle  you  |  By  Phyllis 


Could  be 
Berman 


Y  HEART  STARTED  TO  BEAT 
faster,"  recalls  special  effects 
artist  Allen  Hall.  He  was  in 
Malta  a  few  years  back  mak- 
ing the  movie  Cutthroat  Island.  In  an  antique 
shop  he'd  found  a  5-foot  statue  of  an  Indian 
holding  a  Winchester  in  one  hand  and  a  knife 
in  the  other.  On  the  box  was  a  note  that  read 
"Remington."  Hall  paid  $2,100. 

Next,  he  phoned  the  Remington  mu- 
seum in  Ogdensburg,  N.Y.  to  see  if  the  sculp- 
ture was  legit.  "Bronze  calls"  the  museum 
dubs  these — and  it  gets  them,  sometimes  by 
the  dozen,  every  week.  Usually  curator  Laura 
Foster  can  tell  a  fake  by  asking  a  few  ques- 
tions and  looking  at  a  photograph.  But  Hall's 
find  intrigued  her.  It  sounded  like  it  might 
be  the  model  for  a  giant  statue  Remington 
had  planned  for  New  York  Harbor.  Hall 
asked  if  he  could  show  it  to  her. 

"Stop  right  there,"  said  Foster,  even  be- 
fore the  statue  had  been  fully  uncrated  She'd 
seen  such  Indians  before.  Hall's  statue — like 
countless  other  purported  Remingtons  cur- 
rently on  die  market — was  9  gallons  short 
of  a  full  hat. 

Michigan  appraiser  and  Antiques  Road- 


show regular  Caroline  Ashleigh  has  seen 
buyers  burned  far  worse  than  Hall:  "I  re- 
member sitting  in  a  local  auction  house  and 
watching  an  art  connoisseur  pay  hundreds 
of  thousands  of  dollars  for  a  piece  that 
clearly  wasn't  made  during  [Remington's] 
lifetime.  But  the  buyer  didn't  ask  me  or  any- 
one else  for  an  appraisal.  It 
still  sits  in  his  collection,  and 
he  still  thinks  he's  got  the 
real  thing." 

For  fraudsters,  Frederic 
Remington  (1861-1909)  is 
an  uncommonly  attractive 
target.  The  real  thing  brings 
top  dollar — Sotheby's  auc- 
tioned a  Remington  bronze 
ten  years  ago  for  $3.6  mil- 
lion. Also,  Remington  cap- 
tured more  successfully  than 
any  other,  sculptor  Ameri- 
cans' romantic  ideal  of  the 
Old  West.  Thus  his  work 
appeals  not  just  to  aesthetes 
and  academics  but  to  the 
public  at  large.  A  gas  station 
attendant  who  wouldn't  look 


^3 

Legal  reproductions  (top) 
made  by  Everything  Metal 
Imaginable.  Compare  the  fine 
detail  of  a  Remington  original 
(above)  with  a  forgery  (below). 


twice  at  a  Kandinsky,  even 
if  they  were  given  away 
free  with  every  fill -up, 
would  pay  cash  for  a 
Remington.  Ross  Perot, 
President  Bush  and  Phillip 
Anschutz  own  Reming- 
ton sculptures,  as  have 
former  heads  of  Exxon, 
Hearst  and  AIG.  William 
L  Koch  owns  11. 

Problem  is,  the  copy- 
right on  Remington's 
work  expired  in  1966, 
making  it  legal  to  make 
knockoffs.  "I  have  50 
artists  that  make  the 
sculptures,"  says  Anthony 
Giannini.  He  is  president 
of  Everything  Metal 
Imaginable,  a  California 
foundry  that  turns  out 
Remingtons  by  the  gross. 
EMl's  reproductions, 
which  are  sold  as  such,, 
can  be  found  everywhere. 
At  Wal-Mart's  Sam's  Club,, 
$13,900  gets  you  EMI  si 
giant,  750-pound  version  of  Remingtons 
most  famous  bronze,  "The  Broncho  [Rem- 
ington's spelling]  Buster,"  shipping  included 
Reproductions  aren't  always  represented 
as  such.  In  a  gift  shop  in  New  York  City's 
Marriott  Marquis  Hotel,  Caroline  Ashleigh 
came  upon  a  Broncho  repro.  "This  Reming- 
ton," declared  the  stores 
owner,  "is  more  than  100 
years  old."  Ashleigh's  take? 
"The  piece  had  the  quality 
of  what  I  would  call  a 
chocolate-bunny  mold." 
Among  authentic  Reming- 
tons the  most  valuable  are 
the  most  detailed.  That 
piece  at  Sotheby's,  "The 
Norther,"  showing  a  cow- 
boy on  horseback  in  a 
snowstorm,  has  fine,  sharp 
particulars:  the  fur  on  the 
pony  stiffened  by  the  cold, 
the  individual  filaments  de- 
fined. A  hat  string  tied  un- 
derneath the  cowboy's  chin 
is  plainly  visible.  The  more 
casts  struck  from  the  same 
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mold,  the  more  such  details  are  likely  to  be- 
come blurred. 

Compare  different  iterations  of  the 
Broncho  sculpture.  Remington  oversaw  the 
striking  of  60  casts  of  it  at  one  foundry;  then, 
using  a  different  casting  process,  called  lost- 
wax,  he  struck  another  90  at  a  second.  A 
good  example  of  this  second  batch  is  the 
sculpture  President  Bush  has  on  his  desk 
in  the  Oval  Office.  A  comparable  piece, 
number  19  in  this  same  series,  sold  last 
December  at  Christies  for  $520,000.  Says 
Christopher  Whiding,  Christies  specialist  in 
I  American  art:  "From  the  horses  tail  to  the 
cowboys  mustache,  the  detail  on  this  piece 
was  extraordinary" 

At  the  time  of  Remingtons  death  there 
were  only  300  castings  of  his  sculptures.  His 
widow  authorized  another  500.  Consider 
"Broncho  Buster"  number  269,  made 
posthumously.  Little  of  the  fine  detail  seen 
in  number  19  remains.  Appraiser  Ashleigh 
puts  its  value  at  no  more  than  $75,000. 

To  distinguish  real  Remingtons  from  the 
most  persuasive  fakes,  experts  turn  to 
Michael  D.  Greenbaum.  Besides  writing  the 
definitive  work  on  the  artist,  Icons  of  the 
West,  Greenbaum  came  up  with  the  idea  of 
testing  scrapings  from  the  bottom  of  a  piece 
to  determine  whether  it  contains  silicon.  If 
it  does,  it  was  made  after  1960.  The  bronze 
can  be  scanned  with  an  electron  microscope 
to  determine  how  closely  its  elemental 
t  composition  conforms  to  bronze  produced 
!  by  the  two  foundries  Remington  used.  If  the 
ii  lead  content  exceeds  3%,  the  work  is  not 
i  original. 

If  you  can't  wait  to  get  an  appraisal 
i  before  buying  a  purported  original,  be 
i  sure  your  invoice  gives  you  the  right  to 
1  return  the  piece  if  it  is  found  by  an  expert 
J  to  be  a  reproduction. 

There's  nothing  wrong  with  buying 
'  reproductions,  so  long  as  you  know 
j  they're  not  investments.  "It's  often  very  sad 
jlto  do  it,  but  I  have  to  tell  those  who 
|  inquire  that  the  only  value  [in  a  sculpture] 
lis  in  their  enjoyment  of  the  purchase,"  says 
|ll  Greenbaum.  That's  true  even  for  the  100 
]  silver  Broncho  Busters  sold  for  up  to 
I  $30,000  each  by  the  Remington  Library. 
|  Handy  though  they  may  be  as  paper- 
a  weights,  their  investment  value  is  nil.  Each 
lis  worth  only  as  much  as  its  1,000  troy 
ounces  of  silver — $13,678.  F 
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"Oops.  Where's  our  tourniquet?" 

Barry  Klein  of  Taylor  of  Old  Bond 
Street  sells  "cutthroat"  shaves 
($54)  plus  the  accoutrements. 
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INDULGENCES 


Some  new  cars  shown  at  April's 
New  York  International  Auto  Show 
are  almost  sexy  enough  to  be 
X-rated.  Below,  our  picks  for  hottest 
rides  by  type  of  driver. 


Chevrolet  Corvette  convertible 

Base  price:  $52,190 

An  icon  of  w 
machismo,  this 
400hp  thriller 
delivers  a  booster 
shot  of  self- 
esteem. 


Ouch! 

London's  Cutthroat  Trade 

WITH  DISPOSABLE  RAZORS  SELLING  FOR  $6  A  DOZEN,  WHY  WOULD 
anyone  spend  $200  for  an  old-fashioned  straight  razor — one  that  has 
to  be  kept  sharp  by  means  of  a  $120  leather  strop?  Not  to  mention  risk 
learning  why  the  blades  are  nicknamed  "cutthroats."  Yikes.  "I  wouldn't 
sell  anyone  an  open  razor  unless  they  knew  how  to  use  it,"  says  Adrian  Wood,  owner 
of  the  Paul  Mole  barbershop  in  Manhattan.  "You  can  chop  your  nose  off' 

None  of  this  bothers  Barry  Klein,  manager  of  Taylor  of  Old  Bond  Street,  a  family- 
owned  London  retailer  of  shaving  products,  in  business  (now  on  Jermyn  Street) 
since  1854.  One  of  Taylor's  signature  products  is  a  German-made  hand-honed 
straight  blade  with  a  paper-thin  edge.  Klein  offers  seven  types,  ranging  from  a  $107 
model  with  a  fake  ivory  handle  to  one  with  ebony  for  $207.  Taylor  sells  2,000  cut- 
throats a  year,  double  the  number  five  years  ago.  Sixty  percent  go  to  customers  in  the 
U.S.,  some  of  whom  collect  them  for  the  blades'  intricately  etched  images  of  German 
architectural  landmarks,  such  as  the  railroad  bridge  in  Mungsten. 

Klein  can  barely  keep  them  in  stock.  "Wet  shaving  is  coming  back,"  he  says,  not- 
ing that  300  razors  sold  over  Christmas  are  still  on  back  order  from  his  main  sup- 
plier, Dovo,  a  100-year-old  firm  in  Solingen,  Germany.  Why  the  delay?  "Two  elderly 
workers  hand-finish  all  the  razors,"  Klein  explains.  "It  takes  a  while." 

What  Taylor  sells  is  nostalgia,  tradition  and  the  mystique  that  cutthroats  really 
do  a  better  job  of  slicing  off  stubble  than  any  other  method.  Purists  argue  that's 
because  of  the  time-consuming  ritual  required.  After  sharpening  the  blade  on  the 
strop — ten  strokes  on  each  side  of  the  blade — you  lather  up  with  a  brush,  then  place 
the  blade  very  flat  against  your  face.  As  you  pull  your  skin  taut,  slide  the  razor  "with 
extreme  caution,"  first  in  the  same  direction  as  the  hair  grows;  then  if  needed  (and 
after  relathering),  a  second  time,  against  the  grain.  Close  adherence  to  these  instruc- 
tions (available  in  a  handout)  should  prevent  a  Sweeney  Todd  outcome,  says  Klein, 
son-in-law  of  Leonard  Taylor,  the  firm's  chairman  and  great-grandson  of  the 
founder. 

Persons  squeamish  or  unsteady  are  well  advised  to  pay  $54  for  a  Taylor  barber  to  | 
shave  them  in  the  shop.  The  price  includes  a  hot  towel  wrap,  preshave  herbal  gel  and  jjj 
an  aftershave  cold  towel,  followed  by  an  herbal  moisturizer.  Do-it-yourselfers  can  1 
buy  Taylor's  "shaving  accident  remedies,"  including  alum  blocks  and  styptic  pencils.  5 

— Sophia  Banay  5 


Mercedes-Benz  SL65  AMG 

Base  price:  $186,775  (2007  model) 

This  sleek  604hp 
convertible  all  but 
purrs,  "I'm  rich, 
I'm  powerful,  and 
I've  got  legs  up 
to  here!' 


Lamborghini  Murcielago  Roadster 
Base  price:  $319,100 

When  looks  matter, 
why  let  a  few  hun- 
dred thousand  dol- 
lars stand  between 
you  and  perfection? 


Cadillac  as 

Base  price:  $29,990 


Respectable, 
American-built  and 
relatively  incon- 
spicuous, the  crs  is 
a  fine  choice  in  the 
post-Abramoff  era. 


Subaru  Impreza  WRX  STi  Limited 
Base  price:  N/A 

The  Auto  Show 
version  of  this 
293hp  pocket 
rOcket  had 
independently 
heated  seats — 
ideal  for  warming  up  one's  young  man 
while  keeping  oneself  cool. 

— Dan  Lienert 
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That's  what  they  say  when  somebody  knocks  one  out  of  the  park.  Until  we  can  say 
the  same  thing  about  prostate  cancer,  we'll  be  searching  for  a  cure.  And  now  you 
can  help  make  every  home  run  bring  us  one  step  closer. 

THE  2006  PROSTATE  CANCER  FOUNDATION  HOME  RUN  CHALLENGE. 

Pledge  as  little  as  a  quarter  for  every  home  run  hit  between  June  7th  and  Father's  Day, 
June  18th.  We'll  tally  the  home  runs  and  your  total  donation.  Or,  you  can  make  a  flat 
donation  of  any  amount  you  choose. 

CALL  1-800-798-CURE  TO  PL 

www.prostatecancerfoundation.org 
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Automotive 

■ft  Acura 

1-800-To-Acura 

www.acura.com 

■ft  BMW 

1-800-334-4BMW 

www.BMWusa.com 

•ft  Ford  Escape  Hybrid 

www.fordmotorcompany.com 

"ft  General  Motors  Corporation 

www.gmc.com 

•ft  Hyundai  Motor  America 

www.thenewAZERA.com 

Business  Classified 
•ft  AHM  Mortgage 
1-888-531-7888 

www.AmericanHm.com/george.hart 

•ft  American  Royal  Arts 

1-800-888-9449 

www.americanroyalarts.com 

"ft  Capital  Asset  Management 

1-800-710-0002 

"ft  Capital  Solutions 

1-800-499-6179 

www.4capitalsolutions.com 

•ft  Capst  one  Business  Credit,  LLC 

1-212-755-3636 

www.capstonetrade.com 

•ft  Dali  Prints 

1-800-275-DALI 

"ft  Focus  Forecasting/BTSmith  &  Associates 

1-800-586-2322 

www.focusforecasting.com 

•ft  Gallery  Art 

1-888-932-6166 

www.gallart.com 

•ft  Grand  Estates  Auction  Company 

1-800-552-8120 

www.grandestatesauction.com 

ft  GWBS 

1-800-999-SALE 

www.gwbs.com 

"ft  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

•ft  Life  Quotes,  Inc. 

1-800-441-0072 

www.lifequotes.com 

"ft  National  Timber  Partners,  LLC 

www.land-wanted.com/fbs 

"ft  National  Watch  &  Diamond  Exchage 

1-215-627-5626 

www.nationalwatch.com 

ft  Rosetta  Stone 

1-888-232-8823 

www.rosettastone.com/fbs035s 

•ft  Seven  Canyons  Private  Golf  Club  &  Spa 

1-866-367-8844 

www.sevencanyons.com 


"ft  Steven  Sears  CPA/Attorney 

1-949-262-1100 

www.searsatty.com 

•ft  Valef  Yachts 

1-800-223-3845 

www.VALEFYACHTS.com 

"ft  Western  Real  Estate  of  Wyoming,  Inc. 

1-800-538-5122 

www.westernre.net 

"ft  Worldwide  Business  Consultants 

1-800-733-2191 

www.corbettandkish.com 

Computer/Technology 
"ft  Huawei  Technologies 
(86-755)-2878-0808 
www.huawei.com 

Consumer  Products/Services 

"ft  LG  Electronics 
1-800-243-0000 
www.lge.com 
•ft  Onstar 
www.onstar.com 

Corporate  Relocation 

•ft  Greater  Oklahoma  City  Partnership 
1-800-616-1114 

www.GreaterOklahomaCity.com 

"ft  Hampton  Roads  Economic  Development 

Alliance 

1-800-423-5068 

www.hreda.com 

Diamonds 

"ft  State  Street  Global  Advisors,  ETF  Pioneer 

1-800-843-2639 

www.DowDiamonds.com 

Financial  Services 

"ft  ETRADE  Financial 

1-800-731-5220 

www.etrade.com 

"ft  T.  Rowe  Price 

SmartChoicesm  Rollover  IRA 

1-877-259-0221 

www.troweprice.com/start 

■ft  Van  Kampen  Investments 

1-800-421-9098 

www.vankampen.com/shine 

Hotels 

■ft  Pudong  Shangri-La  Hotel 

www.shangri-la.com 

"ft  Shangri-La  Hotels  &  Resorts 

www.shangri-la.com 

Insider's  Guide  to  Business  Travel 

■ft  Bellagio 
1-888-987-6667 
www.bellagio.com 
•ft  British  Airways 
www.ba.com 


Kentucky:  Unbridled  Spirit 
"ft  Alliance  Resource  Partners,  L.R 
www.arlp.com 
ft  Blue  Grass  Airport 
1-859-425-3114 
www.bluegrassairport.com 
"ft  Bowling  Green,  Kentucky 
1-800-326-7465 
www.VisitBGKY.com 
•ft  E.ON  U.S. 
www.eon-us.com 

"ft  Greater  Paducah  Economic  Development 
Council 

www.gpedc.com 
■ft  Humana 
1-502-580-1000 
www.humana.com 
"ft  Keeneland  Association 
1-800-456-3412 
www.keeneland.com 
"ft  Kentucky  Department  of  Tourism 
1-800-225-TRIP 
www.KentuckyTourism.com 
■ft  Lexington  Convention  &  Visitors 
Bureau/Commerce  Lexington  LCVB 
1-800-845-3959 
www.VisitLex.com  & 
www.CommerceLexington.com 
■ft  Toyota  Motor  Engineering  &  Manufacturing 
North  America 
www.toyota.com 
•ft  UPS 

www.ups.com/supplychain 

Managing  the  Mounting  Risks  of  Identity  Theft 

"ft  Nationwide  Insurance 
www.nationwide.com 

Tourism 

"ft  British  Airways 
1-800- AIRWAYS 
www.britishairways.com 

What  is  Next  in  the  Electric  Utility  Industry? 

"ft  American  Electric  Power 

www.aep.com 

"ft  Edison  Electric  Institute 

www.eei.org 

"ft  Southern  Company 

www.southernco.com 

•ft  The  ABB  Group 

www.abb.com 
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Business  Classified 


Life 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

$107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"     Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 

here..."  — Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Fimim  e 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  Vie  Dallas  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."     Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  New  &  World  Report 


visit  insure.com 

S  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 


Ad  Code:  FORBS  5/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www  insure  com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copynght  ©  1984-2006  Quotesmith.com,  Inc .  8205  South  Cass 
Avenue  Suite  102  Danen  Illinois,  60561.  All  rights  reserved  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith.com,  Inc  dba  Insure  com  Insurance 
Services,  Inc.  in  LIT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 
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Business  Classified 


The  fastest  way 
to  learn  a  language. 
Guaranteed.™ 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats.  Fortune  500®  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion™  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills.  Combining  thousands 
of  real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  ■  Polish  •  Portuguese  •  Russian 
Spanish  •  Swahili  •  Swedish  •  Tagalog  •  Thai  -  Turkish  •  Vietnamese  •  Welsh 


"Stupendous...  the  juxtaposition 
of  text,  sound  and  picture  was 
masterful.  The  quality  of  both 
sound  and  graphics  was  first  rate." 

The  Boston  Globe 


SAVE 
10% 

Your  Price 
S*95r  $175.50 
.5223-  $202.50 

Si»  $296.10 


Level  1  CD-ROM 
Level  2  CD-ROM 
BEST  VALUE! 
Level  1  &  2  Set 


Personal  Edition.  Solutions  for  organizations  also  available. 

Call  today  or  buy  online  for  a  1 0%  discount. 

RosettaStone.com/fbs056 
1-800-399-6162 

Use  promotional  code  fbs056  when  ordering. 

RosettaStone- 

Language  Learning  ^Hml  Success 
■ 


Forbes 

Business  Classified 


1 

7"  rB 


For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
1-800-442-6441 

mediopt@aol.com 

You  can  charge  your  ad 
■■I  •"■■•-■« i. j|  ^ggg^, 
visa        *\.    :  ffW53a 


Luxury  Rea^Estate 


CJ*$£s&vestment  Properly 


LUXURY  MODEL  HOME 

for  SALE 
N.  Scottsdale,  AZ 
.88  acres,  4186  s.f.,  5bd  /4.5ba 
3  masters,  gated  comm.,  furnished, 
decorated,  infinity  pool  w/spa.  Premier 

area,  near  everything 
asking  $1,595,000,  will  consider  lease 
call  Christy  @  Diamond  GMAC 
(602)363-3404 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  S149.95  price.) 

Go  to  www.forbcsinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  53005 


LOOKING  TO  OWN  LAND? 


Invest  in  one  of  the  last  great 
natural  resources  -  rural  land. 


For  your  free,  monthly 
Special  Land  Reports, 
go  to.-  www.land-wanted.com/fbs 

Affiliates  of  National  Umber  Partners  have  a 
premier  inventory  throughout  the  country;  coastal, 
mountain  and  waterfront  properties  from  20  to  200  acres. 


National 

Timber  Partners,  llc 


Forbes 
Subscriber 
Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call. ..800-888-9896 


S     E     D     O     N  A 

Information  Center:  928-203-2100  Toll-free:  8f>6-3f>7-8844  email:  info@sevencanyons.com  www.sevencanyons.com/fni 
A  premiere  venture  by  Cavan  Real  Estate  Investments 


IVI 1  - 

t.yni»nl.      iftMll&t'J  ibt>  ^t#irtrjf  A"^''*>»  IV(vtilui.  i>i  . •!"!<*■  ,il  i/Aj\?  y>u\>h 

.-:/;!-             U^..\At-.j  u;<i  r.i»c«  ^  cfc  t-(.»pi.iv-yK  oi^'Ilunjf  .'Urn  -.K^iVwuVw it.  olVi  ri.           .,  >..Kit..ti.  n 
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Business  Classified 


Luxury  Yachting 


,  Rent  A  Greek 
^  Cruising  Palace 

And  sail 
among  the 
,000  Greek 
islands 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  W  to  190'  and  S 1 ,500  to  5200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

.    VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  iS5,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  ttsfFO@VALEFYACHTS.com  •  Website:  VALEFYACHTS.com 


Business  Opportunities  I  Business  Opportunities 


Own  a 
Private  Bank 
800-733-2191 


WBC 

WORLDWIDE 
BUSINESS  CONSULTANTS 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.561-627-7110 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 

GW  EQUITY 

Mergers  &  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


Business  Opportunities 


LAWSUIT  PROTECTION 


Domestic  or  Offshore  Solutions 
Privacy  /Free  initial  consultation 
Protect  Business  &  Personal  Assets 

800-710-0002 

Visit  www.Assetprotection.com 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call...800-888-9896 


Forbes  Business  Classified 

For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
1-800-442-6441 

mediopt@aol.com 


Dali  Prints 


RARE  DALI  PRINTS 


If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 


Salvador  Dali 


a  Retrospective 
of  Master  prints 


l-(800)-275-3254 

ask  for  Dept.  FM 

31 103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 


Franchises 


Major  Area  Franchise  Opportunity 

Americas  fastest  growing,  explosive 
franchise  opportunity  is  looking  for  area 
franchisers  across  the  US  to  develop  and 
support  a  leading  beauty  product  retail 
chain. 

•Huge  Income  Potential,  Equity  Growth  and 
Royalty  Program 

•Complete  Support  From  Franchiser  Head  Office 

•40-50  Store  Areas  For  Sale 

•Be  a  Part  of  a  140  Billion  Dollar  Beauty  Product 

Industry 

•  1 8  Year  History  of  Success  1 00%  Successful 
Premier  Beauty  Product  Retailer 

Glamour  Secrets 

Call  Doug  Warren  1-866-773-7487  ext.222 
email:  doug@glamoursecrets.com 


,  ,  Legal  Services 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


IIC  Dd  lift  I 


Forbes 


CThe  Forbes  Collector ^3 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Steven  Sears,  CPA  •  Attorney  at  Law 

949-262-1100  •www.searsatty.com 


..  ,  Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Americanhm.  com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Newsletter 


r  THE  WORLD  IS 


You  can  charge  your  ad 


Nanotechnobgy  is  changing  our  world 
...  our  domes,  the  military,  science, 
autos,  medical  technology  ...  every- 
thing! Ifs  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 
separates  the  true  leaders  from  the 
ovemyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
towww.forbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE 


Wyoming  Real  Estate 


Art 


BuAfe  In  W*^wvC^  ~  lit  EJ  %m*c£ 


On  the  Southfork  of  the  Shoshone  River  in  NW  Wyoming...  a  unique 
retreat  in  one  of  America's  most  dramatically  beautiful  valleys. 
Main  residence,  guest  house,  bunk  house,  barn,  garage/shop. 
Wildlife  habitat  and  fly-fishing  river  frontage.  $2,800,000 


WESTERN 

REAL  ESTATE 


1 1 43  Sheridan  Avenue  •  Cody,  Wyoming 
800-538-5122  •  www.westemre.net 


Watches 


Timeshare 


NATIONAL  WATCH  &  DIAMOND  ■  TIMF3HARF3 
I— =m-  BUY.  SELL.  TRADE  U 


OVER  300  PRE-OWNED 
ROLEX  IN  STOCK 

also  Carlior.  Breitling  &  Tag 
Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

8th  £  Chestnul  Streets,  Ptiilo  .  PA  nwd  b «t m ornad (ota pweb 


save  up  to 

70 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


Art  Wholesale 


1  We  Buy,  Sell  Fine  Art  &  Collections. 

1  Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
IDali,  Haring,  Lichtenstein,  Behrens, 
iBritto,  Fairchild,  Fazzino,  Hofmann, 
■Schvaiko,  Maimon,  Tarkay,  and  More  - 
[  Over  20,000  Artworks  in  Inventory. 

Gallery  Art. 
I!  20633  Biscayne  Blvd.  Aventura,  Fla. 

(888)932-6166  www.Gallart.com 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Capital  Available 


ig  Capital 

aoe  Finance/ 


BACK  PAIN? 

ESS 

FREE  information  on 
TEED  seal  and  back  supports. 

Posture  Education 

www.posluieeducation.com 

CALL  TOLL-FREE  1-800-392-0363 


Workint 

P.O./  Tra'c 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
orcall...800-888-9896 


Forbes 


usinessClassified 


For  Advertising  Information  and  Rates  Contact: 

Media  Options:  l -800-442-644 1 
mediopt@aol.com 


ROCK  &  ROLL  HISTORY 

FOR  SALE! 


Signed  art  including  The  Beatles,  Rolling  Stones,  Led  Zeppelin, 
Bruce  Springsteen,  Frank  Sinatra,  Bob  Dylan  and  more! 

FREE  Catalog  Call  800-888-9449 

QGJO  $T$^$$?i,f$>e?;  CelebratingZOYearsinBusiness 


Art  Gallery 


FOR  SALE -FINE ART 
GALLERY 

Located  in  the  hottest  art  district  in 
Denver,  CO.  Sales  exceed  $2M; 

EBITDA  400K.  Contact 
Justin  Bronk  @  303-846-3070 
(jbronk@themesagroup.com). 


Corporate  Seminars 


The  World  Is  NOT 
A  Safe  Place! 


ffice  Furniture 


Let  FORENSIC  CONSfJttAtlON 
I V  TERN  A  TIONAI.  make  it  safer  for 
you  and  your  company. 

Visil  our  web  vile 
foreiislcinternational.com 


Forbes 


Premium  Ergonomic 

Task  Seating 

Regular  $890 
Internet  $399 


Full  features, mesh 
back,  cradle 
lumbar  support 
Free  shipping  for  a 
limited  time. 


www.e-chairusa.com 


0-chairUSA  866-474-8748 


You  can 
charge  your  ad 
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SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hester,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds— that  will  make 
and  break  millionaires.  Subscribe 
today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


THOUGHTS 


On  the  Business  of  Life 


ooner  or  later,  whatever*  out  is  back  in.  Style  in  everything  is  a  sometime  thing.  Ever  changing, 
forever  changing  back  again.  Whether  it's  width  of  neckties  or  lapels,  the  height  of  skirts  or 
the  depth  of  necklines.  Whether  it's  Elizabethan  architecture,  Colonial,  Bauhaus,  whatever's 
prevailing  cycles  out  until  it's  rediscovered,  redefined  and  back  again.  Realism  in  art,  Impressionism, 
abstract  and  multiple  versions  thereof  wave  in  and  drown  out.  Diets,  cure-alls,  fitness  fads  and  kicks  jog 
in  and  walk  out.  Life's  only  certainty  is  change  and  that  what's  changed  will  eventually  be  changed  back. 

—MALCOLM  S.  FORBES  (1985) 


Style  is  a  fraud.  I  always  felt  the  Greeks 
were  hiding  behind  their  columns. 

— WILLEM  DE  KOONING 


Style  is  just  the  outside  of  content,  and 
content  the  inside  of  style,  like  the  outside 
and  the  inside  of  the  human  body — 
both  go  together,  they  can't  be  separated. 

—JEAN-LUC  GODARD 


Style  is  not  something  applied.  It  is 
something  that  permeates.  It  is  of  the 
nature  of  that  in  which  it  is  found, 
whether  the  poem,  the  manner  of  a  god, 
the  bearing  of  a  man.  It  is  not  a  dress. 

—WALLACE  STEVENS 


Style  is  not  neutral.  It  gives  moral 
directions. 

—MARTIN  AMIS 


The  most  durable  thing  in  writing  is  style, 
and  style  is  the  most  valuable  investment  a 
writer  can  make  with  his  time. 

—RAYMOND  CHANDLER 


J  am  seldom  interested  in  what  he 
[Ezra  Pound]  is  saying,  but  only  in  the 
way  he  says  it. 

— T.S.  ELIOT 


All  the  fun's  in  how  you  say  a  thing. 

—ROBERT  FROST 


Style  reflects  one's  idiosyncrasies.  Your 
personality  is  apt  to  show  more  to  the 
degree  that  you  did  not  solve  the  problem 
than  to  the  degree  that  you  did. 

—CHARLES  EAMES 


Those  who  write  clearly  have  readers; 
those  who  write  obscurely  have 
commentators. 

—ALBERT  CAMUS 

A  man's  style  is  intrinsic  and  private  with 
him  like  his  voice  or  his  gesture,  partly  a 
matter  of  inheritance,  partly  of  cultivation. 
It  is  the  pattern  of  the  soul. 

—MAURICE  VALENCY 


One  major  problem  is  his  [John  Dewey's] 
writing  style,  which  has  the  monotonous 
consistency  of  peanut  butter. 

—JOSEPH  FEATHERSTONE 


A  good  style  should  show  no  sign  of  effort. 
What  is  written  should  seem  a  happy 
accident. 

—SOMERSET  MAUGHAM 


Style  is  knowing  who  you  are,  what  you 
want  to  say,  and  not  giving  a  damn. 

—GORE  VIDAL 


God  is  really  only  another  artist.  He 
invented  the  giraffe,  the  elephant  and  the 
cat.  He  has  no  real  style,  He  just  goes  on 
trying  other  things. 

—PABLO  PICASSO 


Self-plagiarism  is  style. 

—ALFRED  HITCHCOCK 

BiiiwwMHiiwwiWTiiiiMiiiiiiwiiiii minim  hiihuhh  mmii  urn  in 

A  Text  ^  

Blessed  is  the  nation  whose 
God  is  the  Lord;  and  the  people 
whom  he  hath  chosen  for  his 
own  inheritance. 

—PSALMS  33:12 
Sent  in  by  Marge  Hiza,  Brooklyn,  N.Y. 
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